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PART I  
ITEM 1.     FINANCIAL STATEMENTS.  
  
  

Century Communities, Inc.  
Condensed Consolidated Balance Sheets  

As of June 30, 2018 and December 31, 2017  
(in thousands, except share amounts)  

See Notes to Unaudited Condensed Consolidated Financial Statements  
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   June 30,   
December 

31, 
   2018   2017 

Assets   (Unaudited)       
Cash and cash equivalents   $ 19,482    $ 88,832  
Cash held in escrow     43,880      37,723  
Accounts receivable     20,890      12,999  
Inventories     1,696,931      1,390,354  
Mortgage loans held for sale     57,353      52,327  
Prepaid expenses and other assets     71,106      60,812  
Property and equipment, net     32,482      27,911  
Investment in unconsolidated subsidiaries      —     28,208  
Deferred tax assets, net     9,704      5,555  
Amortizable intangible assets, net     5,573      2,938  
Goodwill     28,272      27,363  
Total assets   $ 1,985,673    $ 1,735,022  
Liabilities and stockholders' equity             
Liabilities:             

Accounts payable   $ 59,608    $ 24,831  
Accrued expenses and other liabilities     162,085      150,356  
Senior notes payable      777,275      776,283  
Revolving line of credit     130,000       — 
Mortgage repurchase facilities     52,999      48,319  

Total liabilities     1,181,967      999,789  
Stockholders’ equity:             

Preferred stock, $0.01 par value, 50,000,000 shares authorized, none outstanding      —      — 
Common stock, $0.01 par value, 100,000,000 shares authorized, 30,119,259 and 29,502,624 
shares issued and outstanding at June 30, 2018 and December 31, 2017, respectively     301      295  
Additional paid-in capital     582,627      566,790  
Retained earnings     220,778      168,148  

Total stockholders' equity     803,706      735,233  

Total liabilities and stockholders' equity   $ 1,985,673    $ 1,735,022  
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Century Communities, Inc.  
Unaudited Condensed Consolidated Statements of Operations  
For the Three and Six Months Ended June 30, 2018 and 2017  

(in thousands, except share and per share amounts)  
  

  

See Notes to Unaudited Condensed Consolidated Financial Statements  
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Three months ended June 

30, Six months ended June 30, 
   2018   2017   2018   2017 

Revenues                         
Homebuilding revenues                         

Home sales revenues   $ 522,164    $ 287,588    $ 916,995    $ 514,008  
Land sales and other revenues     1,714      2,493      3,174      4,389  
     523,878      290,081      920,169      518,397  

Financial services revenue     8,014      1,743      13,571      1,743  
Total revenues     531,892      291,824      933,740      520,140  

Homebuilding cost of revenues                         
Cost of home sales revenues     (427,197)     (233,888)     (746,780)     (416,212) 
Cost of land sales and other revenues     (1,040)     (1,746)     (1,917)     (2,890) 

     (428,237)     (235,634)     (748,697)     (419,102) 
Financial services costs     (5,385)     (1,445)     (9,781)     (2,199) 
Selling, general and administrative      (63,634)     (34,220)     (120,156)     (67,432) 
Acquisition expense     (165)     (916)     (338)     (1,439) 
Equity in income of unconsolidated subsidiaries     11,681      2,676      14,849      3,931  
Other income (expense)     350      824      (8)     1,261  
Income before income tax expense     46,502      23,109      69,609      35,160  
Income tax expense     (13,309)     (8,278)     (16,397)     (11,530) 
Net income   $ 33,193    $ 14,831    $ 53,212    $ 23,630  
                         
Earnings per share:                         
Basic   $ 1.11    $ 0.67    $ 1.79    $ 1.07  
Diluted   $ 1.10    $ 0.66    $ 1.77    $ 1.06  
Weighted average common shares outstanding:                         
Basic     29,901,791      22,146,124      29,709,728      21,814,860  
Diluted     30,170,689      22,366,077      30,003,276      22,029,962  
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Century Communities, Inc.  
Unaudited Condensed Consolidated Statements of Cash Flows  

For the Six Months Ended June 30, 2018 and 2017  
(in thousands)  

  

See Notes to Unaudited Condensed Consolidated Financial Statements  
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   Six months ended June 30, 

   2018   2017 
Operating activities             
Net income   $ 53,212    $ 23,630  
Adjustments to reconcile net income to net cash used in operating activities:             

Depreciation and amortization     5,512      2,818  
Stock-based compensation expense     6,323      3,921  
Deferred income taxes     (989)     (1,658) 
Distribution of income from unconsolidated subsidiaries     7,432      3,852  
Equity in income of unconsolidated subsidiaries     (14,849)     (3,931) 
(Gain) loss on disposition of assets     230      27  
Changes in assets and liabilities:             

Cash held in escrow     (5,897)     (5,936) 
Accounts receivable     (6,199)     (2,480) 
Inventories     (124,863)     (51,383) 
Prepaid expenses and other assets     (2,404)     1,352  
Accounts payable     22,260      (11,384) 
Accrued expenses and other liabilities     (15,634)     13,102  
Mortgage loans held for sale     (5,026)     (11,235) 

Net cash used in operating activities     (80,892)     (39,305) 
Investing activities             
Purchases of property and equipment     (7,534)     (2,885) 
Business combinations, net of acquired cash     (28,036)      — 
Other investing activities     322      (2,950) 
Net cash used in investing activities     (35,248)     (5,835) 
Financing activities             
Borrowings under revolving credit facilities     305,000      75,000  
Payments on revolving credit facilities     (175,000)     (270,000) 
Proceeds from issuance of senior notes      —     523,000  
Extinguishments of debt assumed in business combination     (94,231)      — 
Principal payments on notes payable      —     (2,541) 
Debt issuance costs     (3,521)     (3,593) 
Net proceeds from mortgage repurchase facilities     4,679      10,551  
Net proceeds from issuances of common stock     14,309      24,333  
Repurchases of common stock upon vesting of stock based compensation     (4,788)     (3,693) 
Net cash provided by (used in) financing activities     46,448      353,057  
Net increase (decrease)    $ (69,692)   $ 307,917  
Cash and cash equivalents and Restricted cash             

Beginning of period     93,713      30,954  
End of period   $ 24,021    $ 338,871  

Supplemental cash flow disclosure             
Cash paid for income taxes   $ 26,323    $ 5,257  
Cash and cash equivalents and Restricted cash             
Cash and cash equivalents   $ 19,482    $ 336,786  
Restricted cash (Note 6)     4,539      2,085  

Cash and cash equivalents and Restricted cash   $ 24,021    $ 338,871  
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Century Communities, Inc.  
Notes to Unaudited Condensed Consolidated Financial Statements  

June 30, 2018  
  
1. Basis of Presentation  

  
Century Communities, Inc. (which we refer to as “we,” “our,” or the “Company”), together with its subsidiaries, is engaged in the 
development, design, construction, marketing and sale of single-family attached and detached homes in metropolitan areas in the 
States of Alabama, California, Colorado, Florida, Georgia, Nevada, North Carolina, South Carolina, Tennessee, Texas, Utah, and 
Washington.  In many of our projects, in addition to building homes, we are responsible for the entitlement and development of 
the underlying land.  We build and sell homes under our Century Communities and Wade Jurney Homes brands.  Our Century 
Communities brand targets a wide range of buyer profiles including: first time, first time move up, and active adult homebuyers, 
and provides our homebuyers with the ability to personalize their homes through certain option and upgrade selections.  Our 
Wade Jurney Homes brand solely targets first time homebuyers in markets which are traditionally underserved by new 
homebuilders, sells homes through retail studios, and provides no option or upgrade selections.  Our homebuilding operations 
are organized into the following five reportable segments: West, Mountain, Texas,  Southeast, and Wade Jurney Homes.   
Additionally, our indirect wholly-owned subsidiaries, Inspire Home Loans, Inc. and Parkway Title, LLC, which provide mortgage 
services and title services, respectively, to our home buyers have been identified as our Financial Services segment.  

On August 4, 2017, we acquired UCP, Inc. (which we refer to as “UCP”) which was a homebuilder and land developer with 
expertise in residential land acquisition, development and entitlement, as well as home design, construction and sales, and with 
operations in the States of California, Washington, North Carolina, South Carolina, and Tennessee.  In connection with the 
merger, each share of UCP Class A common stock outstanding immediately prior to the closing was converted into $5.32 in cash 
and 0.2309 of a newly issued share of our common stock.  Approximately 4.2 million shares of our common stock were issued and 
$100.2 million in cash was paid in connection with the merger for total consideration of $209.0 million.  On October 31, 2017, we 
acquired substantially all the assets and operations and assumed certain liabilities of Sundquist Homes, LLC and affiliates (which 
we refer to as “Sundquist Homes”), a homebuilder with operations in the greater Seattle, Washington area, for approximately $50.2 
million.  On June 14, 2018, we acquired the remaining 50% ownership interest in WJH, LLC (which we refer to as “WJH” or “Wade 
Jurney Homes”)  for $37.5 million. WJH specializes in providing single family homes for first time buyers.  On the acquisition date, 
WJH had operations in Alabama, Florida, Georgia, North Carolina and South Carolina.  

The accompanying unaudited condensed consolidated financial statements of the Company have been prepared in accordance 
with U.S. generally accepted accounting principles (which we refer to as “GAAP”) for interim financial statements and pursuant to 
the rules and regulations of the U.S. Securities and Exchange Commission (which we refer to as the “SEC”). In the opinion of 
management, the accompanying unaudited condensed consolidated financial statements reflect all adjustments consisting of 
normal recurring adjustments necessary for a fair presentation of our financial position and results of operations. Interim results 
of operations are not necessarily indicative of the results that may be achieved for the full year. The financial statements and 
related notes do not include all information and footnotes required by GAAP and should be read in conjunction with the 
consolidated financial statements for the year ended December 31, 2017, which are included in our Annual Report on Form 10-K 
for the fiscal year ended December 31, 2017 that was filed with the SEC on March 1, 2018.  

Principles of Consolidation  

The condensed consolidated financial statements include the accounts of the Company, as well as all subsidiaries in which we 
have a controlling interest, and variable interest entities for which the Company is deemed to be the primary beneficiary.  We do 
not have any variable interest entities in which we are deemed the primary beneficiary.  All intercompany accounts and 
transactions have been eliminated.  

All numbers related to lots and communities disclosed in the notes to the consolidated financial statements are unaudited.  

Use of Estimates  

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the 
consolidated financial  
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statements and the reported amounts of revenues and expenses during the reporting period.  Accordingly, actual results could 
differ from those estimates.  

Recently Issued Accounting Standards  

In February 2016, the Financial Accounting Standards Board (which we refer to as “FASB”) issued ASU 2016-02, “Leases (Topic 
842).”  ASU 2016-02 requires the recognition of lease assets and lease liabilities by lessees for those leases classified as operating 
leases under previous GAAP.  ASU 2016-02 is effective for the Company beginning January 1, 2019 and interim periods within the 
annual periods.  We are currently evaluating the impact ASU 2016-02 will have on our consolidated financial statements.  

Recently Adopted Accounting Standards  

Cash Flows  

In August 2016, the FASB issued ASU 2016-15, “Statement of Cash Flows - Classification of Certain Cash Receipts and Cash 
Payments.” ASU 2016-15 consists of eight provisions that provide guidance on the classification of certain cash receipts and 
cash payments in the statement of cash flows. In November 2016, the FASB issued ASU 2016-18 “Statement of Cash Flows – 
Restricted Cash.”  ASU 2016-18 requires that a statement of cash flows explain the change during the period in the total of cash, 
cash equivalents, and restricted cash when reconciling the beginning of period and end of period total amounts shown on the 
statement of cash flows.  We adopted ASU 2016-15 and 2016-18 on January 1, 2018.  Upon adoption of 2016-18, we have included 
restricted cash in the beginning and ending balances on our Statements of Cash Flows to present the changes during the period 
in total cash, cash equivalents and restricted cash.  Distributions from investments in unconsolidated subsidiaries are classified 
based on the nature of the activity of the investee that generated the distribution on our Statements  of Cash Flows.  In 
accordance with ASU 2016-18, our prior year Statements of Cash Flows have also been retrospectively adjusted.  

Revenue Recognition  

On January 1, 2018, we adopted “Revenue from Contracts with Customers (ASC 606),” which we refer to as “ASC 606.”    ASC 606 
requires entities to recognize revenues when control of the promised goods or services is transferred to customers at an amount 
that reflects the consideration to which the entity expects to be entitled to in exchange for those goods or services. We adopted 
ASC 606 as of January 1, 2018 using the modified retrospective approach to contracts which were not completed as of January 1, 
2018.       
  
While the adoption of ASC 606 did not result in a material impact to our consolidated financial statements, it did impact the 
following:  
  

Under the modified retrospective approach, we have recorded an opening adjustment to decrease retained earnings by $0.6 
million, related to model homes costs that were previously capitalized to inventory, but would have been expensed as incurred 
under ASC 606.  This amount is included as a non-cash adjustment on our Condensed Consolidated Statements of Cash Flows.  
Results for reporting  
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·  Certain immaterial costs incurred related to our model homes, which were previously capitalized to inventory, are now 
expensed as incurred. 

·  Forfeited customer earnest money deposits, which were previously presented in other income within our Consolidated 
Statements of Operations, are presented as other revenue. During the three and six months ended June 30, 2018, we 
recognized $0.3 million and $0.4 million of forfeited deposits, respectively. 

·  Land sales to third parties which do not meet the definition of a customer in ASC 606 are classified as other income in 
our Consolidated Statements of Operations.  During the three and six months ended June 30, 2018, we recorded $5.0 
million and  $6.9 million from the disposition of land to third parties which were not considered customers, 
respectively.  The related cost of these land dispositions during the same periods totaled $5.0 million and $7.2 million, 
respectively.   

·  Deferral of an allocated amount of revenue and costs associated with unsatisfied performance obligations, primarily the 
installation of landscaping, at the time of home delivery.  We deferred $0.4 million and $1.8 million in revenue and $0.3
million and $1.4 million in costs related to unsatisfied performance obligations on homes that we delivered during the 
three and six months ended June 30, 2018, respectively.   

·  Reclassification of certain costs related to our model homes from inventory to property and equipment on our 
Consolidated Balance Sheets. Upon adoption, we reclassified $2.3 million from inventories to property and equipment. 
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periods beginning after January 1, 2018 are presented under Topic 606, while prior period amounts are not adjusted and continue 
to be reported in accordance with our historic accounting.   

Effective January 1, 2018, the following accounting policies have been modified to reflect the adoption of ASC 606.  

Home Sales Revenues - Under ASC 606, revenues from home sales and the related profit are recorded when our performance 
obligations are satisfied, which generally occurs when the respective homes are closed and title has passed to our homebuyers.  
We generally satisfy our performance obligations in less than one year from the contract date.  Proceeds from home closings that 
are held for our benefit in escrow, are presented as “Cash held in escrow” on our Consolidated Balance Sheets.  Cash held for our 
benefit in escrow is typically held by the escrow agent for less than a few days.  When it is determined that the earnings process 
is not complete and we have remaining obligations, the related revenue and costs are deferred for recognition in future periods 
until those performance obligations have been satisfied.  Prior to satisfying our performance obligations, we typically receive 
deposits from customers related to sold but undelivered homes.  These deposits are classified as earnest money deposits and are 
included in Accrued expenses and other liabilities on our Consolidated Balance Sheets.  Earnest money deposits totaled $17.7 
million and $14.1 million at June 30, 2018 and December 31, 2017, respectively.   

Home and Sales Facilities – Costs related to our model homes and sales facilities are treated in one of three ways depending on 
their nature.  Costs directly attributable to the home including upgrades that are permanent and sold with the home are capitalized 
to inventory and included in cost of home sales revenues when the unit is closed to the home buyer.  Marketing related costs, 
such as non-permanent signage, brochures and marketing materials as well as the cost to convert the model into a salable unit are 
expensed as incurred.  Costs to furnish the model home sites, permanent signage, and construction of sales facilities are 
capitalized to property and equipment and depreciated over the estimated life of the community based on the number of lots in the 
community which typically range from 2 to 3 years.   
  
2. Reporting Segments  

Our homebuilding operations are engaged in the development, design, construction, marketing and sale of single-family attached 
and detached homes in 12 states.  We build and sell homes under our Century Communities and Wade Jurney Homes 
brands.  Our Century Communities brand is managed by geographic location, and each of our four geographic targets a wide 
range of buyer profiles including: first time, first time move up, and active adult homebuyers, and provides our homebuyers with 
the ability to personalize their homes through certain option and upgrade selections.  Each of our four geographic regions is 
considered a separate operating segment.  Our Wade Jurney Homes brand solely targets first time homebuyers in markets which 
are traditionally underserved by new homebuilders, sells homes through retail studios, and provides no option or upgrade 
selections.  Our Wade Jurney Homes brand currently has operations in five states and is managed separately from our four 
geographic regions and is considered a separate operating segment.  

The management of each of our four geographic regions and Wade Jurney Homes reports to our chief operating decision makers 
(which we refer to as “CODMs”), the Co-Chief Executive Officers of our Company.  The CODMs review the results of our 
operations, including total revenue and income before income tax expense to determine profitability and to allocate resources. 
Accordingly, we have presented our homebuilding operations into the following five reportable segments:  

We have also identified our Financial Services operations, which provide mortgage and title services to our homebuyers, as a 
sixth reportable segment.  Our Corporate operations are a non-operating segment, as it serves to support our homebuilding 
operations through functions, such as our executive, finance, treasury, human resources, and accounting departments.   

We have adjusted prior period segment information where applicable to conform to the current period presentation.  
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·  West (Southern California, Central Valley, Bay Area and Washington) 
·  Mountain (Colorado, Nevada and Utah)  
·  Texas (Houston, San Antonio and Austin) 
·  Southeast (Georgia, North Carolina, South Carolina and Tennessee) 
·  Wade Jurney Homes (Alabama, Georgia, North Carolina, South Carolina, and Florida)  
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The following table summarizes total revenue and income before income tax expense by operating segment, where adjustments for 
purchase price accounting are included in the relative segment (in thousands):  

  

The following table summarizes total assets by operating segment (in thousands):  

Corporate assets primarily include certain cash and cash equivalents, certain property and equipment, our investment in 
unconsolidated subsidiaries, prepaid insurance, and deferred financing costs on our revolving line of credit.  

3. Business Combinations  

UCP, Inc.  

On August 4, 2017, we acquired UCP, Inc., which was a homebuilder and land developer with expertise in residential land 
acquisition, development and entitlement, as well as home design, construction and sales, and with operations in the States of 
California, Washington, North Carolina, South Carolina, and Tennessee.   The merger was unanimously approved by the board of 
directors of both the Company and UCP and was also approved by UCP stockholders on August 1, 2017.  In connection with the 
merger, each share of UCP Class A common stock outstanding immediately prior to the closing was converted into $5.32 in cash 
and 0.2309 of a newly issued share of our common stock.  No fractional shares were issued in connection with the merger, and 
UCP stockholders received cash in lieu of any fractional shares.    Approximately 4.2 million shares of our common stock were 
issued in connection with the merger and $100.2 million was paid in cash in connection with the merger.  Outstanding UCP 
restricted stock units were also converted into an aggregate of 0.2 million of Century Communities restricted stock units pursuant 
to the merger. We determined that the total fair value of these awards was $6.2 million, of which $1.1 million was attributable to 
services performed by UCP employees prior to the merger and, as such, was included as consideration.  We incurred 
approximately $9.6 million in acquisition related expenses.  Total consideration of $209.0 million, inclusive of cash acquired of 
$20.3 million for this merger, is summarized as follows (in thousands, except per share amount):  
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 Three months ended June 30,   Six months ended June 30, 

 2018   2017   2018   2017 

Revenue:                       
West $ 129,218    $  —   $ 248,139    $  — 
Mountain   180,523      164,265      326,016      286,301  
Texas   63,545      44,350      101,573      75,240  
Southeast   125,346      81,466      219,195      156,856  
Wade Jurney Homes   25,246       —     25,246       — 
Financial Services   8,014      1,743      13,571      1,743  
Corporate    —      —      —      — 
Total revenue $ 531,892    $ 291,824    $ 933,740    $ 520,140  
                       
Income (loss) before income tax expense:                       
West $ 12,022    $  —   $ 21,890    $  — 
Mountain   25,319      21,912      43,242      37,036  
Texas   4,972      2,412      6,780      4,241  
Southeast   9,149      4,792      13,830      10,608  
Wade Jurney Homes   (186)      —     (186)      — 
Financial Services   2,629      57      3,790      (697) 
Corporate   (7,403)     (6,064)     (19,737)     (16,028) 

Total income before income tax expense  $ 46,502    $ 23,109    $ 69,609    $ 35,160  

            
   June 30,   December 31, 
   2018   2017 

West   $ 408,167    $ 394,215  
Mountain     605,803      571,880  
Texas     199,181      192,078  
Southeast     458,645      401,618  
Wade Jurney Homes     153,559      — 
Financial Services     79,001      63,137  
Corporate     81,317      112,094  

Total assets   $ 1,985,673    $ 1,735,022  
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The acquired assets consisted of approximately 4,199 owned lots within 43 total communities in California, Washington, North 
Carolina, South Carolina and Tennessee. The 4,199 lots included 346 homes in backlog and 59 model homes.  As the acquired 
assets and processes have the ability to create outputs in the form of revenue from the sale of single family residences, we 
concluded that the acquisition represents a business combination.  
  
The following table summarizes the estimate of the fair value of assets acquired and liabilities assumed as of the acquisition date 
(in thousands):      
   

  

The purchase price accounting reflected above is preliminary and is based upon estimates and assumptions that are subject to 
change within the measurement period (up to one year from the acquisition date). The measurement period remains open pending 
the completion of valuation procedures related to the acquired assets and assumed liabilities including inventories and our 
deferred tax asset.   We have not yet finalized the allocation of goodwill to our reporting units.   During the six months ended June 
30, 2018, we recognized $1.5 million of expense related to refinements in our estimated fair value of inventories, which occurred 
during the period.  This measurement period adjustment is included in “Cost of home sales revenues” on our Consolidated 
Statements of Operations.  

Acquired inventories consist of both acquired land and work in process inventories.  We determined the estimate of fair value for 
acquired land inventory with the assistance of a third-party appraiser primarily using a forecasted cash flow approach for the 
development, marketing, and sale of each community acquired. Significant assumptions included in our estimate include future 
per lot development costs, construction and overhead costs, mix of products sold in each community, as well as average sales 
price, and absorption rates. We estimated the fair value of acquired work in process inventories based upon the stage of 
production of each unit and a gross margin that we believe a market participant would require to complete the remaining 
development and requisite selling efforts.  The stage of production, as of the acquisition date, ranged from recently started lots to 
fully completed single family residences.  We estimated a market participant would require a gross margin ranging from 6% to 20% 
based upon the stage of production of the individual lot.  Goodwill represents the excess of the purchase price over the fair value 
of assets acquired and liabilities assumed.  We expect that $5.4 million of Goodwill will be deductible for tax purposes.  
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UCP shares (including noncontrolling interest) as of August 3, 2017     18,085  
Cash paid per share   $ 5.32  
Cash consideration   $ 96,213  
Cash consideration pertaining to stockholder exercising appraisal rights   $ 3,937  
Total cash consideration   $ 100,150  
       
UCP shares (including noncontrolling interest) as of August 3, 2017     18,085  
Exchange ratio     0.2309  
Number of CCS shares issued     4,176  
Closing price of Century Communities common stock on August 3, 2017   $ 25.80  
Consideration attributable to common stock   $ 107,737  
Total replacement award value   $ 1,149  
Total equity consideration   $ 108,886  
       

Total consideration in cash and equity   $ 209,036  

    
Cash and cash equivalents $ 20,264  
Accounts receivable   7,897  
Inventories   390,234  
Prepaid expenses and other assets   6,988  
Property and equipment, net   717  
Deferred tax asset, net   11,090  
Goodwill   6,607  
Total assets $ 443,797  
     
Accounts payable $ 10,712  
Accrued expenses and other liabilities   71,130  
Notes payable    152,919  
Total liabilities   234,761  

Purchase price/Net equity $ 209,036  
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On August 17, 2017, we sold BMCH South Carolina, LLC, a subsidiary of UCP that was acquired as part of our acquisition of 
UCP, Inc., to a third party for approximately $17.1 million.  Accordingly, the estimated fair value of the acquired assets of BMCH 
South Carolina, LLC was determined to be equal to the disposal price given the proximity of the two transactions.   

We determined that UCP’s carrying costs approximated fair value for all other acquired assets and assumed liabilities.   

UCP’s results of operations, which include homebuilding revenues of $114.4 million and $217.8 million, respectively, and income 
before income tax of $7.4 million and $14.0 million, respectively, are included in our Consolidated Statements of Operations for the 
three and six months ended June 30, 2018.  

Sundquist Homes   

On October 31, 2017, we acquired substantially all the assets and operations and assumed certain liabilities of Sundquist Homes 
and affiliates, a homebuilder with operations in the greater Seattle, Washington area, for approximately $50.2 million in cash. The 
acquired assets include owned and controlled land, homes under construction and model homes.  As the acquired assets and 
processes have the ability to create outputs in the form of revenue from the sale of single family residences, we concluded that 
the acquisition represents a business combination.  
    
The following table summarizes our estimates of the fair value of the assets acquired and liabilities assumed as of the acquisition 
date of Sundquist Homes (in thousands):    

Acquired inventories consist of both acquired land and work in process inventories.  We determined the estimate of fair value for 
acquired land inventory with the assistance of a third-party appraiser primarily using a forecasted cash flow approach for the 
development, marketing, and sale of each community acquired. Significant assumptions included in our estimate include future 
per lot development costs, construction and overhead costs, mix of products sold in each community, as well as average sales 
price, and absorption rates. We estimated the fair value of acquired work in process inventories based upon the stage of 
production of each unit and a gross margin that we believe a market participant would require to complete the remaining 
development and requisite selling efforts.  The stage of production, as of the acquisition date, ranged from recently started lots to 
fully completed single family residences.  We estimated a market participant would require a gross margin ranging from 6% to 20% 
based upon the stage of production of the individual lot.  The purchase price accounting reflected in the accompanying financial 
statements is preliminary and is based upon estimates and assumptions that are subject to change within the measurement period 
(up to one year from the acquisition date). We expect that $4.8 million of Goodwill will be deductible for tax purposes in 
connection with this acquisition.   

We determined that Sundquist Homes’s carrying costs approximated fair value for all other acquired assets and assumed 
liabilities.   

Sundquist Homes’s results of operations, which include homebuilding revenues of $21.1 million and $42.6 million, respectively, 
and income before tax of $4.3 million and $8.4 million, respectively, are included in our accompanying Consolidated Statements of 
Operations for the three and six months ended June 30, 2018.  

WJH, LLC - Wade Jurney Homes  

On June 14, 2018, we acquired the remaining 50% ownership interest in WJH for $37.5 million, whereby WJH became a 100% 
owned subsidiary of the Company.  We initially acquired a 50% ownership interest in WJH in November 2016 as part of a joint 
venture, which was accounted for under the equity method of accounting.  Our Wade Jurney Homes brand solely targets first 
time homebuyers in markets which are traditionally underserved by new homebuilders, sells homes through retail studios, and 
provides no option or upgrade selections.  The acquired assets primarily include homes under construction.  As the acquired 
assets and processes have the ability to create outputs in the form of revenue from the sale of single family residences, we 
concluded that the acquisition represents a business combination. We incurred $0.2 million in acquisition costs which are 
reflected in acquisition expenses in our Consolidated Statements of Operations.  
  
Authoritative guidance on accounting for business combinations requires that an acquirer re-measure its previously held equity 
interest in the acquisition at its acquisition date fair value and recognize the resulting gain or loss in earnings.  As such, we 
valued our previously held equity interest in WJH at $35.6 million, which is inclusive of an estimated discount for lack of control 
of $1.9 million, and  
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Accounts receivable $ 11  
Inventories   55,077  
Prepaid expenses and other assets   1,050  
Property and equipment, net   142  
Total assets $ 56,280  
     
Accounts payable $ 3,646  
Accrued expenses and other liabilities   2,431  
Total liabilities   6,077  

Purchase price/Net equity $ 50,203  
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recognized a gain of $7.2 million during the three months ended June 30, 2018.  The gain is included in “Equity in income of 
unconsolidated subsidiaries” on our Consolidated Statements of Operations.  
  
The following table outlines the total consideration transferred, inclusive of cash acquired and the fair value of our previously 
held equity interest (in thousands):  
  

  
The following table summarizes our preliminary estimates of the assets acquired and liabilities assumed as of the acquisition 
date (in thousands):    

Acquired inventories consist primarily of work in process inventories. We estimated the fair value of acquired work in process 
inventories based upon the stage of production of each unit and a gross margin that we believe a market participant would require 
to complete the remaining development and requisite selling efforts.  The stage of production, as of the acquisition date, ranged 
from recently started lots to fully completed single family residences.   Amortizable intangible assets include acquired trade names 
and a non-compete agreement, which were estimated to have fair values of $3.0 million and $0.4 million, respectively, and are 
amortized over 10 years and 2 years, respectively.  The purchase price accounting reflected in the accompanying financial 
statements is preliminary and is based upon estimates and assumptions that are subject to change within the measurement period 
(up to one year from the acquisition date).  

We determined that WJH’s carrying costs approximated fair value for all other acquired assets and assumed liabilities.   

From the acquisition date, WJH’s results of operations, which include homebuilding revenues of $25.2 million, and loss before tax 
of $0.2 million, are included in our accompanying Consolidated Statement of Operations for the three months ended June 30, 2018.  
  
Unaudited Pro Forma Financial Information  

Unaudited pro forma revenues and income before tax expense for the three and six months ended June 30, 2018 gives effect to 
including the results of the acquisition of WJH as of January 1, 2018.  Unaudited pro forma income before tax expense adjusts the 
operating results of WJH to reflect the additional costs that would have been recorded assuming the fair value adjustments had 
been applied as of the beginning of the period presented and excludes acquisition expense incurred related to the 
transactions (in thousands, except share and per share information):  
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Cash consideration transferred for 50% ownership interest   $ 37,500  
Previously held equity interest acquisition date fair value     35,625  

Net assets acquired   $ 73,125  

    
Cash and cash equivalents $ 9,464  
Cash held in escrow   260  
Accounts receivable   1,042  
Inventories   160,070  
Prepaid expenses and other assets   7,710  
Amortizable intangible assets   3,375  
Goodwill   300  

 $ 182,221  
     
Accounts payable $ 12,516  
Accrued expenses and other liabilities   2,349  
Senior notes and revolving line of credit   94,231  
Total liabilities   109,096  

Net assets acquired $ 73,125  
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Unaudited pro forma revenues and income before tax expense for the three and six months ended June 30, 2017 gives effect to 
including the results of the acquisitions of UCP, Sundquist Homes, and WJH as of January 1, 2017.    Unaudited pro forma income 
before tax expense adjusts the operating results of UCP, Sundquist Homes, and WJH to reflect the additional costs that would 
have been recorded assuming the fair value adjustments had been applied as of the beginning of the period presented and 
excludes acquisition expense incurred related to the transactions.  Pro forma basic and diluted earnings per share (which we refer 
to as “Pro forma EPS”) gives effect to the issuance of approximately 4.2 million shares of common stock as consideration for the 
acquisition of UCP as though the acquisition had occurred on January 1, 2017 (in thousands, except share and per share 
information):  

  

  

4. Inventories  

Inventories included the following (in thousands):  
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Three months ended 

June 30, 
  Six months ended 

June 30, 
 2018   2018 
Total revenues $ 604,120    $ 1,084,131  
           
Income before tax expense $ 43,912    $ 63,184  
Tax expense   (10,978)     (15,795) 
Net income $ 32,934    $ 47,389  
Less: Undistributed earnings allocated to participating securities   (3)     (59) 
Numerator for basic and diluted pro forma EPS $ 32,931    $ 47,330  
           
Pro forma weighted average shares-basic   29,901,791      29,709,728  
Pro forma weighted average shares-diluted   30,170,689      30,003,276  
           
Pro forma basic EPS $ 1.10    $ 1.59  
Pro forma diluted EPS $ 1.09    $ 1.58  

          

 
Three months ended 

June 30,   Six months ended 
June 30, 

 2017   2017 

Total revenues $ 477,599    $ 862,615  
           
Income before tax expense $ 34,245    $ 57,051  
Tax expense   (8,294)     (12,204) 
Net income $ 25,951    $ 44,847  
Less: Undistributed earnings allocated to participating securities   (149)     (401) 
Numerator for basic and diluted pro forma EPS $ 25,802    $ 44,446  
           
Pro forma weighted average shares-basic   26,321,978      25,990,714  
Pro forma weighted average shares-diluted   26,541,931      26,205,816  
           
Pro forma basic EPS $ 0.98    $ 1.71  
Pro forma diluted EPS $ 0.97    $ 1.70  

 June 30, December 31, 
 2018 2017 

Homes under construction  $ 1,069,594  $ 869,554  
Land and land development 579,541  479,038  
Capitalized interest 47,796  41,762  

Total inventories $ 1,696,931  $ 1,390,354  
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5. Financial Services  
   
We use best efforts commitments with various investors to mitigate the risk associated with mortgage loans held for sale.  Best 
efforts commitments which fix the forward sales price that will be realized in the secondary market are used to eliminate our 
interest rate and price risks.  These best effort commitments are considered derivative instruments under ASC 815, “Derivatives 
and Hedging,” however, we do not have any derivative instruments designated as hedging instruments as of June 30, 2018. 
Substantially all of the loans originated by us and their related servicing rights are sold in the secondary mortgage market within a 
short period of time after origination, generally within 30 days. In accordance with ASC 825, “Financial Instruments,” we use the 
fair value option to record residential mortgage loans available-for-sale at the price they are committed to be sold under the best 
efforts commitments.  Gains and losses from the sale of mortgage loans are recognized based upon the difference between the 
sales proceeds and carrying value of the related loans upon sale and are recorded in Financial services revenues.  Loan 
origination fees generally represent flat per-loan fee amounts based on a percentage of the principal balance and are recognized 
as Financial services revenue at the time the loans are closed.  

  
Expected gains and losses from the sale of our loans held for sale are included in the measurement of written loan commitments 
that are accounted for at fair value through Financial Services revenues at the time of commitment.  As of June 30, 2018, mortgage 
loans available-for-sale had an aggregate fair value of $57.4 million and an aggregate outstanding principal balance of $55.0 
million. The net gain resulting from changes in fair value of the best efforts commitments and mortgage loans held in inventory 
totaled $0.5 million and $0.5 million for the three and six months ended June 30, 2018, respectively, and $0.5 million and $0.5 million 
for the three and six months ended June 30, 2017, respectively, and are included in Financial services revenues. Realized net gains 
from the sale of mortgages during the three and six months ended June 30, 2018 were $5.0 million and $8.7 million, respectively, 
and were $0.4 million and $0.4 million for the three and six months ended June 30, 2017, respectively.  
  
6. Prepaid Expenses and Other Assets  

Prepaid expenses and other assets included the following (in thousands):  

   
Restricted cash is comprised of customer deposits held in escrow pursuant to certain state laws and pledge accounts related to 
our mortgage repurchase facilities.   
   
7. Accrued Expenses and Other Liabilities  

Accrued expenses and other liabilities included the following (in thousands):  
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   June 30,   December 31, 
   2018   2017 

Prepaid insurance   $ 5,706    $ 6,549  
Lot option and escrow deposits     37,952      35,700  
Performance deposits     3,944      3,295  
Deferred financing costs revolving line of credit, net     4,652      1,795  
Restricted cash     4,539      4,881  
Secured notes receivable     4,894      2,753  
Other     9,419      5,839  

Total prepaid expenses and other assets   $ 71,106    $ 60,812  

 June 30, December 31, 
 2018 2017 

Earnest money deposits $ 17,744  $ 14,077  
Warranty reserve 10,269  8,531  
Accrued compensation costs 19,572  22,129  
Land development and home construction accruals 74,502  61,918  
Liability for product financing arrangement 15,468  19,751  
Accrued interest 14,577  14,435  
Income taxes payable  — 851  
Other 9,953  8,664  

Total accrued expenses and other liabilities $ 162,085  $ 150,356  
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8. Warranties  
  
Generally, we provide each homeowner with product warranties covering workmanship and materials for one year from the time of 
closing, and warranties covering structural systems for eight to 10 years from the time of closing.  Estimated future direct warranty 
costs are accrued and charged to cost of home sales revenues in the period when the related home sales revenues are recognized. 
Amounts accrued, which are included in accrued expenses and other liabilities on our Consolidated Balance Sheets, are based 
upon historical experience rates. We subsequently assess the adequacy of our warranty accrual on a quarterly basis through an 
internal model that incorporates historical payment trends and adjust the amounts recorded if necessary. Based on favorable 
warranty payment trends relative to our estimates at the time of home closing, we reduced our warranty reserve by $0.1 million 
and $0.2 million during the three and six months ended June 30, 2018, respectively, which is included as a reduction to cost of 
homes sales revenues on our Consolidated Statements of Operations.  

The following table summarizes the changes in our warranty accrual (in thousands):  

   
  
9. Debt  
  
Our outstanding debt obligations included the following as of June 30, 2018 and December 31, 2017 (in thousands):    

(1)    The carrying value of senior notes reflects the impact of premiums, discounts, and issuance costs that are amortized to 
interest cost over the respective terms of the senior notes.  

Revolving line of credit   

On October 21, 2014, we entered into a Credit Agreement with Texas Capital Bank, National Association, as Administrative Agent 
and L/C Issuer, and the lenders from time to time party thereto.  On June 5, 2018, we entered into an Amended and Restated Credit 
Agreement which amends and restates the Credit Agreement.  The Amended and Restated Credit Agreement provides us with a 
revolving line of credit of up to $540.0 million, and unless terminated earlier, will mature on April 30, 2022.  Under the terms of the 
Amended and Restated Credit Agreement, we may request a twelve-month extension of the maturity date and are entitled to 
request an increase in the size of the credit facility by an amount not exceeding $100.0 million.  If the existing lenders elect not to 
provide the full amount of a requested increase, we may invite one or more other lender(s) to become a party to the Amended and 
Restated Credit Agreement, subject to the approval of the Administrative Agent. Our obligations under the Amended and 
Restated Credit Agreement are guaranteed by certain of our subsidiaries. The Amended and Restated Credit Agreement contains 
customary affirmative and negative covenants (including limitations on our ability to grant liens, incur additional debt, pay 
dividends, redeem our common stock, make certain investments and engage in certain merger, consolidation or asset sale 
transactions), as well as customary events of default.  These covenants are measured as defined in the Amended and Restated 
Credit Agreement and are reported to the lenders quarterly.  Borrowings under the Amended and Restated Credit Agreement bear 
interest at a floating rate equal to the adjusted Eurodollar Rate plus an applicable margin between 2.60% and 3.10% per annum, or, 
in the Administrative Agent’s discretion, a base rate plus an applicable margin between 1.60% and 2.10% per annum.  On June 28, 
2018, we entered into a Joinder Agreement which increased the credit facility to $590.0 million by exercising $50.0 million of the 
$100.0 million accordion feature and added a new lender.  As of June 30, 2018, we had $130.0 million outstanding under the credit 
facility leaving $460.0 million in availability and were in compliance with all covenants.  
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   Three months ended June 30,   Six months ended June 30, 
   2018   2017   2018   2017 

Beginning balance   $ 8,961    $ 2,731    $ 8,531    $ 2,479  
Warranty reserve assumed in business combination     397      —     397      — 
Warranty expense provisions     1,787      705      3,221      1,582  
Payments     (761)     (379)     (1,720)     (748) 
Warranty adjustment     (115)      —     (160)     (256) 

Ending balance   $ 10,269    $ 3,057    $ 10,269    $ 3,057  

            
   June 30,   December 31, 
   2018   2017 

6.875% senior notes, due May 2022(1)   $ 379,891    $ 379,238  
5.875% senior notes, due July 2025(1)     395,064      394,725  
Other financing obligations     2,320      2,320  
Senior notes payable     777,275      776,283  
Revolving line of credit, due April 2022     130,000       — 
Mortgage repurchase facilities     52,999      48,319  

Total debt   $ 960,274    $ 824,602  
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Mortgage Repurchase Facilities – Financial Services  

On May 4, 2018, Inspire Home Loans Inc. (which we refer to as “Inspire”), an indirect wholly-owned subsidiary of the Company, 
entered into a Mortgage Warehouse Line of Credit, with Comerica Bank, upon the expiration of our first Master Repurchase 
Agreement.  The Mortgage Warehouse Line of Credit (which we refer to as the “Third Master Repurchase Agreement”) provides 
Inspire with an uncommitted Mortgage Warehouse Line of Credit of up to $40 million, secured by the mortgage loans financed 
thereunder.  Our existing Second Master Repurchase Agreements provided Inspire with revolving mortgage loan repurchase 
facilities of up to $35 million, providing Inspire a total potential lending capacity of up to $75 million. Amounts outstanding under 
the Repurchase Facilities are not guaranteed by us or any of our subsidiaries and contain various affirmative and negative 
covenants applicable to Inspire that are customary for arrangements of this type.  As of June 30, 2018, we had $53.0 million 
outstanding under the Repurchase Facilities and were in compliance with all covenants.   
  
10. Interest  

Interest is capitalized to inventories while the related communities are being actively developed and until homes are 
completed.  As our qualifying assets exceeded our outstanding debt during the three and six months ended June 30, 2018 and 
2017, we capitalized all interest costs incurred during these periods, except for interest incurred on capital leases of equipment 
related to our golf course operations.  

Our interest costs are as follows (in thousands):  

  

11. Income Taxes  
  
On December 22, 2017, the Tax Cuts and Jobs Act (which we refer to as the “TCJA”) was signed into law.  The TCJA significantly 
reforms the Internal Revenue Code of 1986, as amended.  The TCJA, among other things, contains significant changes to 
corporate taxation, including reduction of the corporate tax rate, commencing in 2018, from a top marginal rate of 35% to a flat rate 
of 21%, limitation of the tax deduction for interest expense to 30% of adjusted earnings (except for certain small businesses), 
limitation of the deduction for net operating losses to 80% of current year taxable income, elimination of net operating loss 
carrybacks, immediate deductions for certain new investments instead of deductions for depreciation expense over time, and 
modifying or repealing many business deductions and credits including the deduction for domestic production activities.  

Also on December 22, 2017, the SEC staff issued Staff Accounting Bulletin No. 118 (SAB 118) which addresses the application of 
ASC Topic 740 to the TCJA.  SAB 118 outlines that if the accounting for the effects of the TCJA is incomplete, but a reasonable 
estimate can be made, then provisional amount should be reflected in the financial statements.   

Our accounting for the impacts of the TCJA related to current and deferred taxes, and in particular our deferred taxes related to 
our acquisition of UCP and Sundquist Homes was incomplete when we issued our consolidated financial statements for the year 
ended December 31, 2017.  During the three and six months ended June 30, 2018, we continued to refine our accounting for the 
TCJA, including refining certain calculations associated with UCP’s distributive share of its investment in UCP, LLC at the 
acquisition date of August 4, 2017 in accordance with I.R.C. §704(c).  These refinements resulted in measurement period 
adjustments increasing our income tax provision for the three months ended June 30, 2018 by $0.6 million and benefiting our 
income tax provision for the six months ended June 30, 2018 by $1.1 million.    

At the end of each interim period, we are required to estimate our annual effective tax rate for the fiscal year, and to use that rate 
to provide for income taxes for the current year-to-date reporting period.  Our 2018 estimated annual effective tax rate of 26.5% is 
driven by our blended federal and state statutory rate of 24.9%, and certain permanent differences between GAAP and tax which 
increased our rate by 1.6%.   
  
For the three months ended June 30, 2018 our estimated annual rate of 26.5% was impacted by discrete items which had a net 
impact of increasing our rate by 2.1%.  The discrete items recognized during the three months ended June 30, 2018 included 
federal energy  
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   Three months ended June 30,   Six months ended June 30, 

   2018   2017   2018   2017 

Interest capitalized beginning of period   $ 46,160    $ 31,713    $ 41,762    $ 28,935  
Interest capitalized during period     13,920      10,830      27,277      18,564  
Less: capitalized interest in cost of sales     (12,284)     (6,875)     (21,243)     (11,831) 

Interest capitalized end of period   $ 47,796    $ 35,668    $ 47,796    $ 35,668  

16   
   



credits for homes delivered in 2017 which benefited our rate by 3.3%, deferred taxes related to our step acquisition of WJH which 
increased our rate by 4.1%, and measurement period adjustments under SAB 118 described above, which increased our rate by 
1.3%.   
  
For the six months ended June 30, 2018, our estimated annual rate of 26.5% was impacted by discrete items which had a net impact 
of decreasing our rate by 2.9%.  The discrete items recognized during the six months ended June 30, 2018 included federal energy 
credits for homes delivered in 2017 which benefited our rate by 2.2%, excess tax benefits for vested stock-based compensation 
which benefited our rate by 2.0%, and measurement period adjustments under SAB 118 described above, which decreased our 
rate by 1.5%.  These items were partially offset by a discrete item for deferred taxes related to our step acquisition of WJH which 
increased our rate by 2.8%.  
  
For the three and six months ended June 30, 2018 and 2017, we recorded income tax expense of $13.3 million $16.4 million, 
respectively.   
   
  
12. Fair Value Disclosures  

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

Level 1 — Quoted prices for identical instruments in active markets.  

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

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

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

The carrying amount of cash and cash equivalents approximates fair value. Non-financial assets and liabilities are measured at fair 
value when acquired in a business combination.  Long-lived assets determined to be impaired are measured at fair value.  

13. Stock-Based Compensation  

During the three months ended June 30, 2018, we granted performance share units (which we refer to as “PSUs”) covering up to 
0.3 million shares of common stock, assuming maximum level of performance, with a grant date fair value of $28.10 per share that 
are subject to both service and performance vesting conditions.  The quantity of shares that will vest under the PSUs range from 
0% to 250% of a targeted number of shares for each participant and will be determined based on an achievement of a three-year 
pre-tax income performance goal.   During the three months ended June 30, 2018, we also granted restricted stock units (which we 
refer to as “RSUs”) covering 0.1 million shares of common stock with a grant date fair value of $30.21 per share that vest on the 
one-year anniversary.  During the six months ended June 30, 2018, we granted the PSUs covering 0.3 million shares of common 
stock, assuming maximum level of performance, referred to above, and RSUs covering a total of 0.3 million shares of common 
stock, together with a weighted  
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       June 30, 2018   December 31, 2017 

                             
   Hierarchy    Carrying    Fair Value   Carrying    Fair Value 

Secured notes receivable(1)   Level 2    $ 4,894    $ 4,861    $ 2,753    $ 2,727  
Mortgage loans held for sale(2)   Level 2   $ 57,353    $ 57,353    $ 52,327    $ 52,327  
                             
6.875% senior notes(3)   Level 2    $ 379,891    $ 387,089    $ 379,238    $ 397,044  
5.875 % senior notes (3)   Level 2   $ 395,064    $ 371,064    $ 394,725    $ 400,225  
Revolving line of credit(4)   Level 2    $ 130,000    $ 130,000    $  —   $  — 
Other(4)   Level 2    $ 2,320    $ 2,320    $ 2,320    $ 2,320  
Mortgage repurchase facilities(4)   Level 2    $ 52,999    $ 52,999    $ 48,319    $ 48,319  
(1) 

 Estimated fair value of the secured notes receivable was based on cash flow models discounted at market interest rates that considered the 
underlying risks of the note. 

(2) 
 The mortgage loans held for sale are carried at fair value, which was based on quoted market prices for those committed mortgage loans. 

(3) 
 Estimated fair value of the senior notes incorporated recent trading activity in inactive markets. 

(4) 
 Carrying amount approximates fair value due to short-term nature and interest rate terms. 
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average grant date fair value of $30.43 per share.  As of June 30, 2018, we had no remaining unvested restricted stock awards 
(which we refer to as “RSAs”) outstanding.   

A summary of our outstanding RSUs and PSUs, assuming maximum level of performance, are as follows (in thousands, except 
years):  

During the three months ended June 30, 2018 and 2017, we recognized stock-based compensation expense of $3.8 million and $2.0 
million, respectively. During the six months ended June 30, 2018 and 2017, we recognized stock-based compensation expense of 
$6.3 million and $3.9 million, respectively. Stock-based compensation expense is included in selling, general, and administrative on 
our Consolidated Statements of Operations.  

14. Stockholders’ Equity  

Our authorized capital stock consists of 100.0 million shares of common stock, par value $0.01 per share, and 50.0 million shares of 
preferred stock, par value $0.01 per share. As of June 30, 2018 and December 31, 2017, there were 30.1 million and 29.4 million 
shares of common stock issued and outstanding, respectively, inclusive of the RSAs then outstanding.  

We issued 0.3 million shares of common stock related to the vesting of restricted RSUs during the three and six months ended 
June 30, 2018.  As of June 30, 2018, approximately 1.0 million shares remained available for issuance under the Century 
Communities, Inc. 2017 Omnibus Incentive Plan.  

On November 7, 2016, we entered into a Distribution Agreement (which we refer to as the “First Distribution Agreement”) with 
J.P. Morgan Securities LLC, Merrill Lynch, Pierce, Fenner & Smith Incorporated, and Citigroup Global Markets Inc. (which we 
refer to collectively as the “Sales Agents”), relating to our common stock.  Under the First Distribution Agreement, we were 
authorized to offer and sell shares of our common stock having an aggregate offering price of up to $50.0 million from time to time 
through any of the Sales Agents in “at-the-market”  offerings.  On August 9, 2017, we entered into a second Distribution 
Agreement (which we refer to as the “Second Distribution Agreement”) with the Sales Agents, which superseded and replaced 
the First Distribution Agreement,  pursuant to which we were authorized to offer and sell shares of our common stock having an 
aggregate offering price of up to $100.0 million from time to time through any of the Sales Agents in at-the-market offerings.  On 
July 3, 2018, we entered into a third Distribution Agreement (which we refer to as the “Third Distribution Agreement”) with J.P. 
Morgan Securities LLC, Citigroup Global Markets Inc., and Merrill Lynch, Pierce, Fenner & Smith Incorporated, as its sales agents 
(which we refer to as the “New Sales Agents”), which superseded and replaced the Second Distribution Agreement, pursuant to 
which we may offer and sell shares of our common stock having an aggregate offering price of up to $100.0 million from time to 
time through any of the New Sales Agents in at-the-market offerings.   During the three and six months ended June 30, 2018, we 
sold and issued an aggregate of 0.3 million and 0.5 million shares of our common stock under the Second Distribution Agreement, 
which provided net proceeds of $9.6 million and $14.6 million, respectively, and, in connection with such sales, paid total 
commissions and fees to the Sales Agents of $0.2 million and $0.3 million respectively.  During the three and six months ended 
June 30, 2017, we sold and issued an aggregate of 0.4 million and 1.2 million, respectively, shares of our common stock under the 
First Distribution Agreement, which provided net proceeds of $9.6 million and $24.6 million, respectively, and in connection with 
such sales, paid total commissions and fees to the Sales Agents of $0.2 million and $0.5 million, respectively.  

  
15.  Earnings Per Share  

We use the two-class method of calculating EPS as our non-vested RSAs have non-forfeitable rights to dividends and, 
accordingly, represent a participating security. The two-class method is an earnings allocation method under which EPS is 
calculated for each class of common stock and participating security considering both dividends declared (or accumulated) and 
participation rights in undistributed earnings as if all such earnings had been distributed during the period.  We use the treasury 
stock method to calculate the dilutive effect of our RSUs and PSUs as these awards do not have participating rights.  
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   As of June 30, 2018 

Unvested awards/units     955  
Unrecognized compensation cost   $ 17,488  
Period to recognize compensation cost     1.8 years 

18   
   



The following table sets forth the computation of basic and diluted EPS for the three and six months ended June 30, 2018 and 2017 
(in thousands, except share and per share information):  

  
Stock-based awards are excluded from the calculation of diluted EPS in the event they are subject to unsatisfied performance 
conditions or are antidilutive.  We excluded from diluted earnings per share the common unit equivalents related to 113 RSUs for 
the six months ended June 30, 2017.  

16. Commitments and Contingencies  

Letters of Credit and Performance Bonds  

In the normal course of business, we post letters of credit and performance bonds related to our land development performance 
obligations with local municipalities. As of June 30, 2018 and December 31, 2017, we had $191.1 million and $158.6 million, 
respectively, in letters of credit and performance bonds issued and outstanding.  

Litigation  

We are subject to claims and lawsuits that arise primarily in the ordinary course of business, which consist primarily of 
construction defect claims. It is the opinion of our management that if the claims have merit, parties other than the Company 
would be, at least in part, liable for the claims, and eventual outcome of these claims will not have a material adverse effect upon 
our consolidated financial condition, results of operations, or cash flows. When we believe that a loss is probable and estimable, 
we record a charge to selling, general, and administrative on our Consolidated Statements of Operations for our estimated loss.  

We do not believe that the ultimate resolution of any claims and lawsuits will have a material adverse effect upon our 
consolidated financial position, results of operations, or cash flows.  

17. Supplemental Guarantor Information  

Our 6.875% senior notes due 2022 and 5.875% senior notes due 2025 (which we collectively refer to as our “Senior Notes”) are our 
unsecured senior obligations and are fully and unconditionally guaranteed on an unsecured basis, jointly and severally, by 
substantially all of our direct and indirect wholly-owned operating subsidiaries (which we refer to collectively as “Guarantors”).  

Each of the indentures governing our Senior Notes provides that the guarantees of a Guarantor will be automatically and 
unconditionally released and discharged: (1) upon any sale, transfer, exchange or other disposition (by merger, consolidation or 
otherwise) of all of the equity interests of such Guarantor after which the applicable Guarantor is no longer a “Restricted 
Subsidiary” (as defined in the respective indentures), which sale, transfer, exchange or other disposition does not constitute an 
“Asset Sale” (as defined in the respective indentures) or is made in compliance with applicable provisions of the applicable 
indenture; (2) upon any sale, transfer, exchange or other disposition (by merger, consolidation or otherwise) of all of the assets of 
such Guarantor, which sale, transfer, exchange or other disposition does not constitute an Asset Sale or is made in compliance 
with applicable provisions of the applicable indenture; provided, that after such sale, transfer, exchange or other disposition, such 
Guarantor is an “Immaterial Subsidiary” (as defined in the respective indentures); (3) unless a default has occurred and is 
continuing, upon the release or discharge of such Guarantor from its guarantee of any indebtedness for borrowed money of the 
Company and the Guarantors so long as such Guarantor would not then otherwise be required to provide a guarantee pursuant to 
the applicable indenture; provided that if such Guarantor has incurred any indebtedness in reliance on its status as a Guarantor in 
compliance with applicable provisions of the applicable Indenture, such Guarantor’s obligations  
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   Three months ended   Six months ended 
   June 30,   June 30, 

   2018   2017   2018   2017 

Numerator                         
Net income    $ 33,193    $ 14,831    $ 53,212    $ 23,630  
Less: Undistributed earnings allocated to participating 
securities     (3)     (101)     (67)     (251) 
Net income allocable to common stockholders   $ 33,190    $ 14,730    $ 53,145    $ 23,379  
Denominator                         
Weighted average common shares outstanding - basic     29,901,791      22,146,124      29,709,728      21,814,860  
Dilutive effect of restricted stock units     268,898      219,953      293,548      215,102  
Weighted average common shares outstanding - diluted      30,170,689      22,366,077      30,003,276      22,029,962  
Earnings per share:                         
Basic   $ 1.11    $ 0.67    $ 1.79    $ 1.07  
Diluted   $ 1.10    $ 0.66    $ 1.77    $ 1.06  
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under such indebtedness, as the case may be, so incurred are satisfied in full and discharged or are otherwise permitted to be 
incurred by a Restricted Subsidiary (other than a Guarantor) in compliance with applicable provisions of the applicable Indenture; 
(4) upon the designation of such Guarantor as an “Unrestricted Subsidiary” (as defined in the respective Indentures), in 
accordance with the applicable indenture; (5) if the Company exercises its legal defeasance option or covenant defeasance option 
under the applicable indenture or if the obligations of the Company and the Guarantors are discharged in compliance with 
applicable provisions of the applicable indenture, upon such exercise or discharge; or (6) in connection with the dissolution of 
such Guarantor under applicable law in accordance with the applicable indenture.    

As the guarantees were made in connection with exchange offers effected in February 2015, October 2015 and April 2017 and the 
issuance of the 5.875% senior notes due 2025, the Guarantors’ condensed financial information is presented as if the guarantees 
existed during the periods presented. If any Guarantors are released from the guarantees in future periods, the changes are 
reflected prospectively.   

We have determined that separate, full financial statements of the Guarantors would not be material to investors and, accordingly, 
supplemental financial information is presented below:  
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   Supplemental Condensed Consolidated Balance Sheet 
   As of June 30, 2018  (in thousands)   

                               
         Guarantor   Non Guarantor   Elimination   Consolidated 
   Century   Subsidiaries    Subsidiaries    Entries    Century 
Assets                               
Cash and cash equivalents   $  —   $ 8,343    $ 18,258    $ (7,119)   $ 19,482  
Cash held in escrow      —     43,880       —      —     43,880  
Accounts receivable     9,169      11,680      41       —     20,890  
Investment in consolidated subsidiaries     1,722,426       —      —     (1,722,426)      — 
Inventories      —     1,696,931       —      —     1,696,931  
Mortgage loans held for sale      —      —     57,353       —     57,353  
Prepaid expenses and other assets     7,060      61,914      2,132       —     71,106  
Deferred tax assets, net     9,704       —      —      —     9,704  
Property and equipment, net     12,399      19,398      685       —     32,482  
Amortizable intangible assets, net      —     5,573       —      —     5,573  
Goodwill      —     28,272       —      —     28,272  
Total assets   $ 1,760,758    $ 1,875,991    $ 78,469    $ (1,729,545)   $ 1,985,673  
Liabilities and stockholders’ equity                               
Liabilities:                               

Accounts payable   $ 24,610    $ 41,737    $ 380    $ (7,119)   $ 59,608  
Accrued expenses and other liabilities     27,487      132,474      2,124       —     162,085  
Senior notes payable     774,955      2,320       —      —     777,275  
Revolving line of credit     130,000       —      —      —     130,000  
Mortgage repurchase facilities      —      —     52,999       —     52,999  

Total liabilities     957,052      176,531      55,503      (7,119)     1,181,967  
Stockholders’ equity:     803,706      1,699,460      22,966      (1,722,426)     803,706  

Total liabilities and stockholders’ equity   $ 1,760,758    $ 1,875,991    $ 78,469    $ (1,729,545)   $ 1,985,673  
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   Supplemental Condensed Consolidated Balance Sheet 
   As of December 31, 2017  (in thousands)   

         Guarantor   Non Guarantor   Elimination   Consolidated 
   Century   Subsidiaries    Subsidiaries    Entries    Century 
Assets                               
Cash and cash equivalents   $ 56,234    $ 23,399    $ 9,199    $  —   $ 88,832  
Cash held in escrow      —     37,088      635       —     37,723  
Accounts receivable     3,124      9,944      (69)      —     12,999  
Investment in consolidated  subsidiaries     1,434,619       —      —     (1,434,619)      — 
Inventories      —     1,390,354       —      —     1,390,354  
Mortgage loans held for sale      —      —     52,327       —     52,327  
Prepaid expenses and other assets     3,028      57,273      511       —     60,812  
Deferred tax assets, net     5,555       —      —      —     5,555  
Property and equipment, net     11,694      15,683      534       —     27,911  
Investment in unconsolidated subsidiaries     28,208       —      —           28,208  
Amortizable intangible assets, net      —     2,938       —      —     2,938  
Goodwill      —     27,363       —      —     27,363  
Total assets   $ 1,542,462    $ 1,564,042    $ 63,137    $ (1,434,619)   $ 1,735,022  
Liabilities and stockholders’ equity                               
Liabilities:                               

Accounts payable   $ 1,452    $ 23,057    $ 322    $  —   $ 24,831  
Accrued expenses and other liabilities     31,814      117,070      1,472       —     150,356  
Senior notes payable     773,963      2,320       —      —     776,283  
Revolving line of credit      —      —      —      —      — 
Mortgage repurchase facilities      —      —     48,319       —     48,319  

Total liabilities     807,229      142,447      50,113       —     999,789  
Stockholders’ equity:     735,233      1,421,595      13,024      (1,434,619)     735,233  

Total liabilities and stockholders’ equity   $ 1,542,462    $ 1,564,042    $ 63,137    $ (1,434,619)   $ 1,735,022  

                              
                               
   Supplemental Condensed Consolidated Statement of Operations 
 For the Three Months Ended June 30, 2018 (in thousands)   

         Guarantor   Non Guarantor   Elimination   Consolidated 
   Century   Subsidiaries    Subsidiaries    Entries    Century 
Revenues                               

Homebuilding revenues                               
Home sales revenues   $  —   $ 522,164    $  —   $  —   $ 522,164  
Land sales and other revenues      —     1,714       —      —     1,714  

      —     523,878       —      —     523,878  
Financial services revenue      —      —     8,014       —     8,014  

Total revenues      —     523,878      8,014       —     531,892  
Homebuilding cost of revenues                               

Cost of homes sales revenues      —     (427,197)      —      —     (427,197) 
Cost of land sales and other revenues      —     (1,040)      —      —     (1,040) 
      —     (428,237)      —      —     (428,237) 

Financial services costs      —      —     (5,385)      —     (5,385) 
Selling, general and administrative      (18,154)     (45,480)      —      —     (63,634) 
Acquisition expense     (165)      —      —      —     (165) 
Equity in earnings from consolidated subsidiaries     34,555       —      —     (34,555)      — 
Equity in income of unconsolidated subsidiaries     11,681       —      —      —     11,681  
Other income (expense)     (22)     372       —      —     350  
Income before income tax expense     27,895      50,533      2,629      (34,555)     46,502  
Income tax (expense) benefit     5,298      (17,687)     (920)      —     (13,309) 

Net income    $ 33,193    $ 32,846    $ 1,709    $ (34,555)   $ 33,193  
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   Supplemental Condensed Consolidated Statement of Operations 
 For the Three Months Ended June 30, 2017 (in thousands)   

                               
         Guarantor   Non Guarantor   Elimination   Consolidated 
   Century   Subsidiaries    Subsidiaries    Entries    Century  
Revenues                               

Homebuilding revenues                               
Home sales revenues   $  —   $ 287,588    $  —   $  —   $ 287,588  
Land sales and other  revenues      —     2,493       —      —     2,493  

      —     290,081       —      —     290,081  
Financial services revenue      —      —     1,502      241      1,743  

Total revenues      —     290,081      1,502      241      291,824  
Homebuilding cost of revenues                               

Cost of homes sales revenues      —     (233,888)      —      —     (233,888) 
Cost of land sales and other revenues      —     (1,746)      —      —     (1,746) 
      —     (235,634)      —      —     (235,634) 

Financial services costs      —      —     (1,445)      —     (1,445) 
Selling, general and administrative      (7,587)     (26,633)      —      —     (34,220) 
Acquisition expense     (916)      —      —      —     (916) 
Equity in earnings from consolidated subsidiaries     18,687       —      —     (18,687)      — 
Equity in income from unconsolidated subsidiaries     2,676       —      —      —     2,676  
Other income (expense)     316      508       —      —     824  
Income before income tax expense     13,176      28,322      57      (18,446)     23,109  
Income tax (expense) benefit     1,655      (9,913)     (20)      —     (8,278) 

Net income    $ 14,831    $ 18,409    $ 37    $ (18,446)   $ 14,831  

                              
   Supplemental Condensed Consolidated Statement of Operations 
 For the Six Months Ended June 30, 2018 (in thousands)  
                               
         Guarantor   Non Guarantor   Elimination   Consolidated 
   Century   Subsidiaries    Subsidiaries    Entries    Century 
Revenues                               

Homebuilding revenues                               
Home sales revenues   $  —   $ 916,995    $  —   $  —   $ 916,995  
Land sales and other  revenues      —     3,174       —      —     3,174  

      —     920,169       —      —     920,169  
Financial services revenue      —      —     13,571       —     13,571  

Total revenues      —     920,169      13,571       —     933,740  
Homebuilding cost of revenues                               

Cost of homes sales revenues      —     (746,780)      —      —     (746,780) 
Cost of land sales and other revenues      —     (1,917)      —      —     (1,917) 
      —     (748,697)      —      —     (748,697) 

Financial services costs      —      —     (9,781)      —     (9,781) 
Selling, general and administrative      (33,616)     (86,540)      —      —     (120,156) 
Acquisition expense     (338)      —      —      —     (338) 
Equity in earnings from consolidated subsidiaries     65,837       —      —     (65,837)      — 
Equity in income of unconsolidated subsidiaries     14,849       —      —      —     14,849  
Other income (expense)     (255)     247       —      —     (8) 
Income (loss) before income tax expense     46,477      85,179      3,790      (65,837)     69,609  
Income tax (expense) benefit     6,735      (22,146)     (986)      —     (16,397) 

Net income    $ 53,212    $ 63,033    $ 2,804    $ (65,837)   $ 53,212  
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   Supplemental Condensed Consolidated Statement of Operations 
 For the Six Months Ended June 30, 2017 (in thousands)  
                               
         Guarantor   Non Guarantor   Elimination   Consolidated 
   Century   Subsidiaries    Subsidiaries    Entries    Century 
Revenues                               

Homebuilding revenues                               
Home sales revenues   $  —   $ 514,008    $  —   $  —   $ 514,008  
Land sales and other  revenues      —     4,389       —      —     4,389  

      —     518,397       —      —     518,397  
Financial services revenue      —      —     1,743       —     1,743  

Total revenues      —     518,397      1,743       —     520,140  
Homebuilding cost of revenues                               

Cost of homes sales revenues      —     (416,212)      —      —     (416,212) 
Cost of land sales and other revenues      —     (2,890)      —      —     (2,890) 
      —     (419,102)      —      —     (419,102) 

Financial services costs      —      —     (2,199)      —     (2,199) 
Selling, general and administrative      (17,535)     (49,897)      —      —     (67,432) 
Acquisition expense     (1,439)      —      —      —     (1,439) 
Equity in earnings from consolidated subsidiaries     32,400       —      —     (32,400)      — 
Equity in income from unconsolidated subsidiaries     3,931       —      —      —     3,931  
Other income (expense)     357      868      36       —     1,261  
Income (loss) before income tax expense     17,714      50,266      (420)     (32,400)     35,160  
Income tax (expense) benefit     5,916      (17,593)     147       —     (11,530) 

Net income    $ 23,630    $ 32,673    $ (273)   $ (32,400)   $ 23,630  

                              
   Supplemental Condensed Consolidated Statement of Cash Flows 
   For the Six Months Ended June 30, 2018 (in thousands)   

         Guarantor   Non Guarantor   Elimination   Consolidated 
   Century   Subsidiaries    Subsidiaries    Entries    Century  
Net cash provided by/(used in) operating activities   $ (28,930)   $ (43,880)   $ (963)   $ (7,119)   $ (80,892) 
Net cash used in investing activities   $ (68,490)   $ (163,120)   $ (152)   $ 196,514    $ (35,248) 
Financing activities                               
Borrowings under revolving credit facilities   $ 305,000    $  —   $  —   $  —   $ 305,000  
Payments on revolving credit facilities     (175,000)      —      —      —     (175,000) 
Extinguishments of debt assumed in business 
combination     (94,231)      —      —      —     (94,231) 
Debt issuance costs     (3,521)      —      —      —     (3,521) 
Repurchases of common stock upon vesting of 
restricted stock awards     (4,788)      —      —      —     (4,788) 
Payments from (and advances to) parent/subsidiary     (583)     189,959      7,138      (196,514)      — 
Net proceeds from mortgage repurchase facilities      —      —     4,679       —     4,679  
Net proceeds from issuances of common stock     14,309       —      —      —     14,309  
Net cash provided by financing activities   $ 41,186    $ 189,959    $ 11,817    $ (196,514)   $ 46,448  
Net decrease   $ (56,234)   $ (17,041)   $ 10,702    $ (7,119)   $ (69,692) 
Cash and cash equivalents and Restricted cash                               

Beginning of period   $ 56,234    $ 28,044    $ 9,435    $  —   $ 93,713  
End of period   $  —   $ 11,003    $ 20,137    $ (7,119)   $ 24,021  

                               
Cash and cash equivalents   $  —   $ 8,343    $ 18,258    $ (7,119)   $ 19,482  
Restricted Cash      —     2,660      1,879       —     4,539  

Cash and cash equivalents and Restricted cash   $  —   $ 11,003    $ 20,137    $ (7,119)   $ 24,021  
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   Supplemental Condensed Consolidated Statement of Cash Flows 
   For the Six Months Ended June 30, 2017 (in thousands)   

         Guarantor   Non Guarantor   Elimination   Consolidated 
   Century   Subsidiaries    Subsidiaries    Entries    Century 
Net cash provided by/(used in) operating activities   $ (856)   $ (26,788)   $ (11,661)   $  —   $ (39,305) 
Net cash used in investing activities   $ (45,267)   $ (4,690)   $ (325)   $ 44,447    $ (5,835) 
Financing activities                               
Borrowings under revolving credit facilities   $ 75,000    $  —   $  —   $  —   $ 75,000  
Payments on revolving credit facilities     (270,000)      —      —      —     (270,000) 
Proceeds from issuance of senior notes     523,000       —      —      —     523,000  
Principal payments on notes payable      —     (2,541)      —      —     (2,541) 
Debt issuance costs     (3,593)      —      —      —     (3,593) 
Repurchase of common stock upon vesting of 
restricted stock awards     (3,693)      —      —      —     (3,693) 
Payments from (and advances to) 
parent/subsidiary      —     43,045      1,402      (44,447)      — 
Net proceeds from mortgage repurchase facility      —      —     10,551       —     10,551  
Net proceeds from issuances of common stock     24,333       —      —      —     24,333  
Net cash provided by financing activities   $ 345,047    $ 40,504    $ 11,953    $ (44,447)   $ 353,057  
Net decrease   $ 298,924    $ 9,026    $ (33)   $  —   $ 307,917  
Cash and cash equivalents and Restricted cash                               

Beginning of period   $ 14,637    $ 10,150    $ 6,167    $  —   $ 30,954  
End of period   $ 313,561    $ 19,176    $ 6,134    $  —   $ 338,871  

                               
Cash and cash equivalents   $ 313,561    $ 17,091    $ 6,134    $  —   $ 336,786  
Restricted Cash      —     2,085       —      —     2,085  

Cash and cash equivalents and Restricted cash   $ 313,561    $ 19,176    $ 6,134    $  —   $ 338,871  
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ITEM 2.     MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 
OPERATIONS.  

Some of the statements included in this Quarterly Report on Form 10-Q (which we refer to as this “Form 10-Q”) constitute 
forward-looking statements within the meaning of the federal securities laws.  Forward-looking statements relate to expectations, 
beliefs, projections, forecasts, future plans and strategies, anticipated events or trends and similar expressions concerning matters 
that are not historical facts.  These statements are only predictions.  We caution that forward-looking statements are not 
guarantees.  Actual events and results of operations could differ materially from those expressed or implied in the forward-looking 
statements.  Forward-looking statements are typically identified by the use of terms such as “may,” “will,”  “should,” “expect,” 
“could,” “intend,” “plan,” “anticipate,” “estimate,” “believe,” “continue,” “predict,” “potential” or the negative of such terms and 
other comparable terminology.  You can also identify forward-looking statements by discussions of strategy, plans or 
intentions.  Actual results and the timing of events may differ materially from those contained in these forward-looking statements 
due to a number of factors.  

The forward-looking statements included in this Form 10-Q reflect our current views about future events and are subject to 
numerous known and unknown risks, uncertainties, assumptions and changes in circumstances that may cause our actual results 
to differ significantly from those expressed in any forward-looking statement.  Statements regarding the following subjects, 
among others, may be forward-looking and subject to risks and uncertainties including among others:  
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·  economic changes either nationally or in the markets in which we operate, including declines in employment, volatility of 
mortgage interest rates and inflation; 

·  a downturn in the homebuilding industry, including a decline in real estate values or market conditions resulting in 
impairment of our assets; 

·  changes in assumptions used to make industry forecasts; 

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

·  our future operating results and financial condition; 

·  our business operations; 

·  changes in our business and investment strategy; 

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

·  availability, terms and deployment of capital; 

·  availability of mortgage financing or an increase in the number of foreclosures in the market; 

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

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

·  impact of construction defect, product liability, and/or home warranty claims, including the adequacy of accruals and the 
applicability and sufficiency of our insurance coverage; 

·  changes in, or the failure or inability to comply with, governmental laws and regulations; 

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

·  the degree and nature of our competition; 

·  our leverage, debt service obligations and exposure to changes in interest rates; 

·  our ability to successfully integrate the acquired businesses and realize projected cost savings and other benefits; 

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

·  taxation and tax policy changes, tax rate changes, new tax laws, new or revised tax law interpretations or guidance, 
including as a result of the Tax Cuts and Jobs Act; and 

·  changes in GAAP. 



The forward-looking statements are based on our beliefs, assumptions and expectations of future events, taking into account all 
information currently available to us.  Forward-looking statements are not guarantees of future events or of our 
performance.  These beliefs, assumptions and expectations can change as a result of many possible events or factors, not all of 
which are known to us.  Some of these events and factors are described above and in “Item 2.  Management’s Discussion and 
Analysis of Financial Condition and Results of Operations” and in “Part II, Item 1A.  Risk Factors” in this Form 10-Q, and other 
risks and uncertainties detailed in this and our other reports and filings with the SEC.  If a change occurs, our business, financial 
condition, liquidity, cash flows and results of operations may vary materially from those expressed in or implied by our forward-
looking statements.  New risks and uncertainties arise over time, and it is not possible for us to predict the occurrence of those 
matters or the manner in which they may affect us.  Except as required by law, we are not obligated to, and do not intend to, 
update or revise any forward-looking statements, whether as a result of new information, future events or otherwise.  Therefore, 
you should not rely on these forward-looking statements as of any date subsequent to the date of this Form 10-Q.  

As used in this Form 10-Q, references to “we,” “us,” “our” or the “Company” refer to Century Communities, Inc., a Delaware 
corporation, and, unless the context otherwise requires, its subsidiaries and affiliates.  
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Overview  

Century is engaged in the development, design, construction, marketing and sale of single-family attached and detached homes in 
metropolitan areas in the States of Alabama, California, Colorado, Florida, Georgia, Nevada, North Carolina, South Carolina, 
Tennessee, Texas, Utah, and Washington.  In many of our projects, in addition to building homes, we are responsible for the 
entitlement and development of the underlying land.  We build and sell homes under our Century Communities and Wade Jurney 
Homes brands.  Our Century Communities brand, targets a wide range of buyer profiles including: first time, first time move up, 
and active adult homebuyers, and provides our homebuyers with the ability to personalize their homes through certain option and 
upgrade selections.  Each of our four geographic regions is considered an operating segment.  Our Wade Jurney Homes brand 
solely targets first time homebuyers in markets which are traditionally underserved by new homebuilders, sells homes through 
retail studios, and provides no option or upgrade selections.  Our homebuilding operations are organized into the following 
five reportable segments: West, Mountain, Texas, Southeast, and Wade Jurney Homes.   Additionally, our indirect wholly-owned 
subsidiaries, Inspire Home Loans Inc. and Parkway Title, LLC, which provide mortgage services and title services, respectively, to 
our home buyers have been identified as our Financial Services segment.  

On August 4, 2017, we acquired UCP, Inc. (which we refer to as “UCP”) which was a homebuilder and land developer with 
expertise in residential land acquisition, development and entitlement, as well as home design, construction and sales, and with 
operations in the States of California, Washington, North Carolina, South Carolina, and Tennessee.  In connection with the 
merger, each share of UCP Class A common stock outstanding immediately prior to the closing was converted into $5.32 in cash 
and 0.2309 of a newly issued share of our common stock.  Approximately 4.2 million shares of our common stock were issued and 
$100.2 million in cash was paid in connection with the merger for total consideration of $209.0 million.  Additionally, on October 
31, 2017, we acquired substantially all the assets and operations and assumed certain liabilities of Sundquist Homes, LLC and 
affiliates (which we refer to as “Sundquist Homes”), a homebuilder with operations in the greater Seattle, Washington area, for 
approximately $50.2 million.    On June 14, 2018, we acquired the remaining 50% ownership interest in WJH, LLC (which we refer to 
as “WJH”) for $37.5 million. Wade Jurney Homes specializes in providing single family homes for first time buyers.  On the 
acquisition date, WJH had operations in Alabama, Florida, Georgia, North Carolina and South Carolina.  

  
Results of Operations  

During the three and six months ended June 30, 2018, we delivered 1,384 and 2,325 homes, respectively, with an average sales 
price of $377.3 thousand and $394.4 thousand, respectively. During the same periods, we generated approximately $522.2 million 
and $917.0 million in home sales revenues, respectively, approximately $46.5 million and $69.6 million in income before income tax 
expense, respectively, and approximately $33.2 million and $53.2 million in net income, respectively.   

For the three and six months ended June 30, 2018, our new home contracts, net of cancelations, totaled 1,543 and 2,921, 
respectively, a 51.1% increase and 47.6% increase over the same respective periods in 2017. As of June 30, 2018, we had a backlog 
of 3,199 sold but unclosed homes, a 134.2% increase as compared to June 30, 2017, representing approximately $987.3 million in 
sales value, an 88.9% increase as compared to June 30, 2017.      
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The following table summarizes our results of operations for the three and six months ended June 30, 2018 and 2017.      

  
(1) This non-GAAP financial measure should not be used as a substitute for the Company’s operating results in accordance with 

GAAP.  An analysis of any non-GAAP financial measure should be used in conjunction with results presented in accordance 
with GAAP.  
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(in thousands, except per share amounts)   Three months ended June 30,     Six months ended June 30, 
   2018   2017     2018   2017 
                                 
Consolidated Statements of Operations:                                 
Revenue                                 

Home sales revenues   $ 522,164      $ 287,588        $ 916,995    $ 514,008    
Land sales revenues     1,714        2,493          3,174      4,389    

     523,878        290,081          920,169      518,397    
Financial services revenue     8,014        1,743          13,571      1,743    

Total revenues     531,892        291,824          933,740      520,140    
Homebuilding cost of revenues                                 

Cost of home sales revenues     (427,197)       (233,888)         (746,780)     (416,212)   
Cost of land sales and other revenues     (1,040)       (1,746)         (1,917)     (2,890)   
     (428,237)       (235,634)         (748,697)     (419,102)   

Financial services costs     (5,385)       (1,445)         (9,781)     (2,199)   
Selling, general, and administrative      (63,634)       (34,220)         (120,156)     (67,432)   
Acquisition expense     (165)       (916)         (338)     (1,439)   
Equity in income of unconsolidated subsidiaries     11,681        2,676          14,849      3,931    
Other income (expense)     350        824          (8)     1,261    
Income before income tax expense     46,502        23,109          69,609      35,160    
Income tax expense     (13,309)       (8,278)         (16,397)     (11,530)   
Net income   $ 33,193      $ 14,831        $ 53,212    $ 23,630    
Earnings per share:                                 
Basic   $ 1.11      $ 0.67        $ 1.79    $ 1.07    
Diluted   $ 1.10      $ 0.66        $ 1.77    $ 1.06    
Adjusted diluted earnings per share(1)   $ 1.21      $ 0.69        $ 1.98    $ 1.11    
Other Operating Information (dollars in thousands):                                 
Number of homes delivered     1,384        753          2,325      1,361    
Average sales price of homes delivered   $ 377.3      $ 381.9        $ 394.4    $ 377.7    
Homebuilding gross margin percentage     18.2  %     18.7  %       18.6  %   19.0  % 
Adjusted homebuilding gross margin excluding 
interest and purchase price accounting for acquired 
work in process inventory (1)     22.3  %     21.1  %       22.7  %   21.4  % 
Backlog at end of period, number of homes     3,199        1,366          3,199      1,366    
Backlog at end of period, aggregate sales value   $ 987,253      $ 522,642        $ 987,253    $ 522,642    
Average sales price of homes in backlog   $ 308.6      $ 382.5        $ 308.6    $ 382.5    
Net new home contracts     1,543        1,021          2,921      1,978    
Selling communities at period end     120        91          120      91    
Average selling communities     119        89          119      88    
Total owned and controlled lot inventory      38,644        22,566          38,644      22,566    
Adjusted income before income tax expense(1)   $ 48,611      $ 24,129        $ 79,161    $ 36,716    
Adjusted net income(1)   $ 36,459      $ 15,486        $ 59,370    $ 24,676    
Net homebuilding debt to net capital(1)     51.2  %     44.9  %       51.2  %   44.9  % 
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Results of Operations by Reportable Segment  
(dollars in thousands)  
  

  
West  
In our West segment, for the three and six months ended June 30, 2018, our income before income tax was $11.8 million and $21.9 
million, respectively.  We acquired the entirety of our operations in the West operating segment in conjunction with our 
acquisitions of UCP, Inc. and Sundquist Homes in 2017, as discussed above.  During the three and six months ended June 30, 
2018, we delivered 213 and 413 homes, respectively, with an average price of $606.8 thousand and $600.9 thousand, respectively, 
and generated $129.2 million and $248.2 million in home sales revenues in the West.   
    
Mountain  
In our Mountain segment, for the three and six months ended June 30, 2018, our income before income tax increased by $3.4 
million and $6.2 million, respectively, to $25.3 million and $43.2 million, respectively as compared to $21.9 million and $37.0 million, 
respectively, for the same periods in 2017.  These increases were due to an increase in the number of homes delivered during the 
current year periods.  
  
Texas  
In our Texas segment, for the three and six months ended June 30, 2018, our income before income tax increased by $2.6 million 
and $2.5 million, respectively, to $5.0 million and $6.8 million, respectively, as compared to $2.4 million and $4.2 million, 
respectively, for the same periods in 2017.  These increases were due to the delivery of more homes at lower average selling prices 
during the current year periods.  
  
Southeast  
In our Southeast segment, for the three and six months ended June 30, 2018, our income before income tax increased by $4.6 
million and $3.2 million, respectively, to $9.3 million and $13.8 million, respectively, as compared to $4.8 million and $10.6 million, 
respectively, for the same periods in 2017.  These increases were due to increases in the number of homes delivered at higher 
average selling prices during the current year periods.  
  
Wade Jurney Homes  
On June 14, 2018, we acquired the remaining 50% ownership interest in WJH for $37.5 million, whereby WJH became a 100% 
owned and controlled subsidiary of Century.  We initially acquired a 50% ownership in WJH in November 2016, which was 
accounted for under the equity method of accounting.  Our Wade Jurney Homes brand solely targets first time homebuyers in 
markets which are  
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   New Homes Delivered   
Average Sales Price of 

Homes Delivered   Home Sales Revenues   
Income before Income 

Tax 

   
Three months ended 

June 30,   
Three months ended June 

30,   
Three months ended 

June 30,   
Three months ended 

June 30, 

   2018   2017   2018   2017   2018   2017   2018   2017 

West     213       —   $ 606.8    $  —   $ 129,249    $  —   $ 11,822    $  — 
Mountain     421      382    $ 425.4    $ 426.7      179,099      163,012      25,319      21,912  
Texas     206      107    $ 307.7    $ 402.9      63,380      43,111      4,972      2,412  
Southeast     379      264    $ 330.3    $ 308.6      125,191      81,465      9,349      4,792  
Wade Jurney Homes     165       —   $ 153.0    $  —     25,245       —     (186)      — 
Financial Services      —      —   $  —   $  —      —      —     2,629      57  
Corporate      —      —   $  —   $  —      —      —     (7,403)     (6,064) 
Total     1,384      753    $ 377.3    $ 381.9    $ 522,164    $ 287,588    $ 46,502    $ 23,109  
                                                 

   New Homes Delivered   
Average Sales Price of 

Homes Delivered   Home Sales Revenues   
Income before Income 

Tax 

   
Six months ended June 

30,   Six months ended June 30,   
Six months ended 

June 30,   
Six months ended June 

30, 

   2018   2017   2018   2017   2018   2017   2018   2017 

West     413       —   $ 600.9    $  —   $ 248,169    $  —   $ 21,890    $  — 
Mountain     764      671    $ 423.2    $ 423.2      323,359      283,970      43,242      37,036  
Texas     314      176    $ 322.2    $ 415.8      101,167      73,183      6,780      4,241  
Southeast     669      514    $ 327.4    $ 305.2      219,055      156,855      13,830      10,608  
Wade Jurney Homes     165       —   $ 153.0    $  —     25,245       —     (186)      — 
Financial Services      —      —   $  —   $  —      —      —     3,790      (697) 
Corporate      —      —   $  —   $  —      —      —     (19,737)     (16,028) 

Total     2,325      1,361    $ 394.4    $ 377.7    $ 916,995    $ 514,008    $ 69,609    $ 35,160  
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traditionally underserved by new homebuilders, sells homes through retail studios, and provides no option or upgrade 
selections.  Since the date of acquisition, WJH has delivered 165 homes at an average selling price of $153.0 thousand.  
  
Financial Services  
Our indirect wholly-owned subsidiaries, Inspire Home Loans Inc. and Parkway Title, LLC, which provide mortgage and title 
services to our home buyers, respectively, have been identified as our Financial Services operating segment.  We began 
providing mortgage services to our customers during the second quarter of 2017.  Our home buying customers account for 
substantially all loan production and substantially all of the loans we originate are sold in the secondary market within a short 
period of time after origination, generally within 30 days.  During the three and six months ended June 30, 2018, we originated and 
closed 545  loans and 879 loans,  respectively, with an aggregate total principal amount of $172.6 million and $277.2 million, 
respectively.      
  
Corporate  
During the three and six months ended June 30, 2018, our Corporate segment generated losses of $7.4 million and $19.7 million, 
respectively, as compared to losses of $6.1 million and $16.0 million, respectively, for the same periods in 2017.  The increase in 
expenses during the three and six months ended June 30, 2018 was primarily attributable to an increase in our compensation-
related expenses, including non-cash expenses for stock-based payments, and an increase in the number of employees after our 
acquisitions of UCP, Inc., Sundquist Homes, and WJH, partially offset by an increase in equity in income from unconsolidated 
subsidiaries, which includes the gain recognized on the acquisition of the remaining ownership interest in WJH.      
  
Homebuilding Gross Margin  
Homebuilding gross margin represents home sales revenues less cost of home sales revenues. Our homebuilding gross margin 
percentage, which represents homebuilding gross margin divided by home sales revenues, decreased during the three and six 
months ended June 30, 2018 to 18.2%  and 18.6%, respectively, as compared to 18.7% and 19.0%, respectively, for the same 
periods  in 2017.  The decreases were primarily driven by the increased costs recognized for purchase price accounting for 
acquired work in process inventory associated with the UCP, Sundquist Homes, and WJH acquisitions.  
  
In the following table, we calculate our homebuilding gross margin, as adjusted to exclude interest in cost of home sales revenues, 
and purchase price accounting for acquired work in process inventory.  

(1)  This non-GAAP financial measure should not be used as a substitute for the Company’s operating results in accordance with 
GAAP.  An analysis of any non-GAAP financial measure should be used in conjunction with results presented in accordance 
with GAAP.  
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   Three months ended June 30, 

   2018   %    2017   %  

                         
Home sales revenues   $ 522,164    100.0  %   $ 287,588    100.0  % 
Cost of home sales revenues     (427,197)   (81.8) %     (233,888)   (81.3) % 
Gross margin from home sales     94,967    18.2  %     53,700    18.7  % 

Add: Interest in cost of home sales revenues     12,284    2.4  %     6,875    2.4  % 
Adjusted homebuilding gross margin excluding interest(1)         107,251    20.5  %     60,575    21.1  % 

Add: Purchase price accounting for acquired work in process 
inventory     9,163    1.8  %     104    0.0  % 

Adjusted homebuilding gross margin excluding interest and 
purchase price accounting for acquired work in process inventory(1)    $ 116,414    22.3  %   $ 60,679    21.1  % 
                         
     
   Six months ended June 30, 

   2018   %    2017   %  

                         
Home sales revenues   $ 916,995    100.0  %   $ 514,008    100.0  % 
Cost of home sales revenues     (746,780)   (81.4) %     (416,212)   (81.0) % 
Gross margin from home sales     170,215    18.6  %     97,796    19.0  % 

Add: Interest in cost of home sales revenues     21,243    2.3  %     11,831    2.3  % 
Adjusted homebuilding gross margin excluding interest(1)         191,458    20.9  %     109,627    21.3  % 

Add: Purchase price accounting for acquired work in process 
inventory     16,433    1.8  %     117    0.0  % 

Adjusted homebuilding gross margin excluding interest and 
purchase price accounting for acquired work in process inventory(1)    $ 207,891    22.7  %   $ 109,744    21.4  % 
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 For the three and six months ended June 30, 2018, excluding interest in cost of home sales revenues and purchase price 
accounting for acquired work in process inventory, our adjusted homebuilding gross margin percentage was 22.3% and 22.7%, 
respectively, as compared to 21.1% and 21.4%, respectively, for the same periods in 2017.  We believe the above information is 
meaningful as it isolates the impact that indebtedness and acquisitions have on our homebuilding gross margin and allows for 
comparability of our homebuilding gross margins to previous periods and our competitors.      

Selling, General and Administrative Expense  

Our selling, general and administrative costs increased $29.4 million for the three months ended June 30, 2018 as compared to the 
same period in 2017. The increase was primarily attributable to the following: (1) an increase of $7.2 million in commission expense 
resulting from a 82% increase in home sales revenues, (2) an increase of $14.1 million in our compensation-related expenses, 
including incentive compensation associated with higher head count to support our growth, (3) an increase of $1.6 million in 
advertising expenses, (4) an increase of $1.3 million in depreciation and amortization expense as a result of our growth, and (5) a 
net increase of $5.2 million related to individually insignificant changes in other corporate expenses, including rent and office 
related expenses, model expenses, information technology and insurance.   

Our selling, general and administrative costs increased $52.7 million for the six months ended June 30, 2018 as compared to the 
same period in 2017. The increase was primarily attributable to the following: (1) an increase of $12.2 million in commission 
expense resulting from a 78% increase in home sales revenues, (2) an increase of $26.0 million in our compensation-related 
expenses, including incentive compensation associated with higher head count to support our growth, (3) an increase of $3.2 
million in advertising expenses, (4) an increase of $2.5 million in depreciation and amortization expense and an increase of $1.4 
million in information technology expenses, both as a result of our growth, and (5) a net increase of $7.3 million related to 
individually insignificant changes in other corporate expenses, including rent and office related expenses, model expenses and 
insurance.   

Equity in Income from Unconsolidated Subsidiaries  
  
On June 14, 2018, we paid cash to complete the acquisition of the remaining 50% ownership interest in WJH for $37.5 million, 
whereby WJH became a 100% owned subsidiary of Century.  Authoritative guidance on accounting for business combinations 
requires that an acquirer re-measure its previously held equity interest in the acquisition at its acquisition date fair value and 
recognize the resulting gain or loss in earnings.  As such, we valued our previously held equity interest in WJH at $35.6 million, 
inclusive of a discount for lack of control, and recognized a gain of $7.2 million during the three months ended June 30, 2018, 
included in “Equity in income of unconsolidated subsidiaries”  in our Consolidated Statements of Operations.   Prior to the 
acquisition, during the three and six months ended June 30, 2018, we received operating distributions from WJH of $4.0 million 
and $7.4 million, respectively.      
  
Income Tax Expense  
  
At the end of each interim period we are required to estimate our annual effective tax rate for the fiscal year, and to use that rate to 
provide for income taxes for the current year-to-date reporting period.  Our 2018 estimated annual effective tax rate of 26.5% is 
driven by our blended federal and state statutory rate of 24.9%, and certain other permanent differences between GAAP and tax 
which increased our rate by 1.6%.   
  
For the three months ended June 30, 2018, our estimated annual rate of 26.5% was impacted by discrete items which had a net 
impact of increasing our rate by 2.1%.  The discrete items recognized during the three months ended June 30, 2018 included 
federal energy credits for homes delivered in 2017 which benefited our rate by 3.3%, deferred taxes related to our step acquisition 
of WJH which increased our rate by 4.1%, and measurement period adjustments under SAB 118 described above which increased 
our rate by 1.3%.   
  
For the six months ended June 30, 2018 our estimated annual rate of 26.5% was impacted by discrete items which had a net impact 
of decreasing our rate by 2.9%.  The discrete items recognized during the six months ended June 30, 2018 included federal energy 
credits  
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(dollars in thousands)           
   Three months ended June 30,   Increase  

   2018   2017   Amount    %  

Selling, general and administrative   $ (63,634)     $ (34,220)     $ (29,414)     86.0  % 
As a percentage of homes sales revenue     (12.2) %     (11.9) %               
                               
   Six months ended June 30,   Increase  

   2018   2017   Amount    %  

Selling, general and administrative   $ (120,156)     $ (67,432)     $ (52,724)     78.2  % 
As a percentage of homes sales revenue     (13.1) %     (13.1) %               
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for homes delivered in 2017 which benefited our rate by 2.2%, excess tax benefits for vested stock-based compensation which 
benefited our rate by 2.0%, and measurement period adjustments under SAB 118 described above, which decreased our rate by 
1.5%.  These items were partially offset by a discrete item for deferred taxes related to our step acquisition of WJH which 
increased our rate by 2.8%.  
  
For the three and six months ended June 30, 2018 and 2017, we recorded income tax expense of $13.3 million and $16.4 million, 
respectively.  
  
Segment Assets  
  
(Dollars in thousands)  

NM – Not Meaningful  

  

NM – Not Meaningful  

Of our total lots owned and controlled as of June 30, 2018,  50.1% were owned and 49.9% were controlled, as compared to 51.2% 
owned and 48.8% controlled as of December 31, 2017.  

Total assets increased by $250.7 million, or 14.4%, to $2.0 billion at June 30, 2018 as a result of our acquisition of WJH and 
increased investments in all of our other homebuilding segments and financial services.  

Other Homebuilding Operating Data  

NM – Not Meaningful  

  

Net new home contracts (new home contracts net of cancellations) for the three months ended June 30, 2018 increased by 522 
homes, or 51.1%, to 1,543, compared to 1,021 for the same period in 2017.    Net new home contracts for the six months ended June 
30, 2018  

Table of Contents  
   

   

                        
   June 30,   December 31,     Increase (Decrease) 

   2018   2017     Amount   Change 

West   $ 408,167    $ 394,215    $ 13,952    3.5  % 
Mountain     605,803      571,880      33,923    5.9  % 
Texas     199,181      192,078      7,103    3.7  % 
Southeast     458,645      401,618      57,027    14.2  % 
Wade Jurney Homes     153,559       —     153,559    NM   
Financial Services     79,001      63,137      15,864    25.1  % 
Corporate     81,317      112,094      (30,777)   (27.5) % 

Total assets   $ 1,985,673    $ 1,735,022    $ 250,651    14.4  % 

                                          
Lots owned and   June 30, 2018   December 31, 2017   % Change   
controlled   Owned    Controlled    Total   Owned    Controlled    Total   Owned    Controlled    Total 

                                           
West   3,790    2,420    6,210    3,742    3,179    6,921    1.3  %   (23.9) %   (10.3) % 
Mountain   5,399    4,851    10,250    4,666    4,856    9,522    15.7  %   (0.1) %   7.6  % 
Texas   2,560    3,201    5,761    2,517    3,489    6,006    1.7  %   (8.3) %   (4.1) % 
Southeast   5,135    4,460    9,595    4,827    3,508    8,335    6.4  %   27.1  %   15.1  % 
Wade Jurney Homes   2,472    4,356    6,828    —   —   —   NM     NM     NM   

Total    19,356    19,288    38,644    15,752    15,032    30,784    22.9  %   28.3  %   25.5  % 

                                    
   Three months ended             Six months ended           
Net new home contracts   June 30,   Increase   June 30,   Increase 

   2018   2017   Amount   % Change   2018   2017   Amount   % Change 

West   186     —   186    NM     402     —   402    NM    
Mountain   460    463    (3)   (0.7) %   1,005    917    88    9.6  % 
Texas   194    112    82    73.2  %   343    227    116    51.1  % 
Southeast   559    446    113    25.3  %   1,027    834    193    23.1  % 
Wade Jurney Homes   144     —   144    NM     144     —   144    NM   

Total    1,543    1,021    522    51.1  %   2,921    1,978    943    47.6  % 
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increased by 943 homes, or 47.6%, to 2,921, compared to 1,978 for the same period in 2017.  These increases in our net new home 
contracts were driven by our acquisitions, as well as an increase in our open selling communities.  

Our overall monthly “absorption rate” (the rate at which home orders are contracted, net of cancelations) for the three and six 
months ended June 30, 2018 by segment are included in the tables below:  

NM – Not Meaningful  
N/A – Not Applicable  
  

Our absorption rates increased by 5.4% and 8.3%, respectively, to 3.9 per month during the three and six months ended June 30, 
2018, as compared to the same periods in 2017.    
  

NM – Not Meaningful   
N/A – Not Applicable  

Our selling communities increased to 120 communities at June 30, 2018 as compared to 91 communities at June 30, 2017.  This 
increase is primarily attributable to our acquisitions of UCP and Sundquist Homes as well as our continued growth in the 
Carolinas.   As WJH does not sell homes by community, but through studios, there is no community or absorptions presented.  
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   Three months ended June 30,   Increase 

   2018   2017   Amount   % Change 

West   5.2     -   5.2    NM   
Mountain   4.9    4.5    0.4    8.9  % 
Texas   2.7    1.8    0.9    50.0  % 
Southeast   3.5    4.1    (0.6)   (14.6) % 
Wade Jurney Homes   N/A   N/A   N/A   N/A   
Total    3.9    3.7    0.2    5.4  % 
                   
   Six months ended June 30,   Increase 

   2018   2017   Amount   % Change 

West   5.6     -   5.6    NM   
Mountain   5.4    4.5    0.9    20.0  % 
Texas   2.4    1.8    0.6    33.3  % 
Southeast   3.2    3.9    (0.7)   (17.9) % 
Wade Jurney Homes   N/A   N/A   N/A   N/A   

Total    3.9    3.6    0.3    8.3  % 

                    
                     
Selling communities at period end   As of June 30,     Increase/(Decrease) 

   2018   2017     Amount   % Change 

                     
West   12     —     12    NM   
Mountain   31    34      (3)   (8.8) % 
Texas   24    21      3    14.3  % 
Southeast   53    36      17    47.2  % 
Wade Jurney Homes   N/A   N/A     N/A   N/A   

Total    120    91      29    31.9  % 
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Backlog  
  

NM – Not Meaningful  

Backlog reflects the number of homes, net of actual cancellations experienced during the period, for which we have entered into a 
sales contract with a customer but for which we have not yet delivered the home.  At June 30, 2018, we had 3,199 homes in 
backlog with a total value of $987.3 million, which represents an increase of 134.2% and 88.9%, respectively, as compared to June 
30, 2017.  The increase in backlog and backlog value is primarily attributable to our acquisitions of UCP and Sundquist Homes, as 
well as the increase in the demand for new homes in the communities in which we have historically operated.  The increase in 
average sales price of homes in backlog is driven by increases in most of our markets as a result of pricing strength due to 
positive market trends as well as product mix towards higher priced communities.   
  
Supplemental Pro Forma Information  
  
As we completed significant acquisitions in 2017 and 2018 that are not included in our results of operations for the three and six 
months ended June 30, 2018 and 2017,  and to aid readers with 2018 over 2017 comparability for the entire merged business, we are 
including limited supplemental pro forma information below for the three and six months ended June 30, 2018 and 2017.  The 
supplemental pro forma information below presents pro forma combined financial and operating data reflecting the UCP, 
Sundquist Homes and WJH acquisitions as if they had occurred on January 1, 2017 and the WJH acquisition as if it has occurred 
on January 1, 2018. The selected condensed combined pro forma data combines the historical home sales revenues, net new home 
contracts, new homes delivered and average sales price of homes delivered of Century, UCP, Sundquist Homes and WJH, giving 
effect to the UCP, Sundquist Homes and WJH acquisitions as if they had been consummated on January 1, 2017.  The pro forma 
information is for informational purposes only and supplements our Condensed Consolidated Financial Statements prepared in 
accordance with US GAAP. We believe that the pro forma information is useful as it provides additional information given the 
significant impact of these acquisitions, and a reflection of how the combined business performed year over year that is not 
readily discernible from the actual year over year comparison. The pro forma information below does not purport to reflect the 
results of operations that would have occurred if the UCP, Sundquist Homes and WJH acquisitions had been consummated on 
January 1, 2017, nor does it purport to represent the results of operations of the Company for any future dates or periods.  
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   As of June 30,                   
Backlog   2018   2017   % Change   
                                                   

   Homes   Dollar Value   

Average 
Sales 
Price   Homes   

Dollar 
Value   

Average 
Sales 
Price   Homes   

Dollar 
Value   

Average 
Sales Price 

             
West   259    $ 150,619    $ 581.5     —   $  —   $  —   NM     NM     NM    
Mountain   696      307,825      442.1    575      244,512      425.0    21.0  %   25.9  %   4.0  % 
Texas   244      88,458      362.5    202      90,314      447.1    20.8  %   (2.1) %   (18.9) % 
Southeast   738      242,378      328.4    589      187,816      318.9    25.3  %   29.1  %   3.0  % 
Wade Jurney 
Homes   1,262      197,973      156.9     —      —      —   NM     NM     NM   
Total / Weighted 
Average   3,199    $ 987,253    $ 308.6    1,366    $ 522,642    $ 382.5    134.2  %   88.9  %   (19.3) % 
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Critical Accounting Policies  

Critical accounting estimates are those that we believe are both significant and require us to make difficult, subjective or complex 
judgments, often because we need to estimate the effect of inherently uncertain matters. We base our estimates and judgments on 
historical experiences and various other factors that we believe to be appropriate under the circumstances. Actual results may 
differ from these estimates, and the estimates included in our financial statements might be impacted if we used different 
assumptions or conditions. A summary of our critical accounting policies is included in our Annual Report on Form 10-K for the 
fiscal year ended December 31, 2017, filed with the SEC on March 1, 2018, in the section entitled “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations—Significant Accounting Policies.”  Other than the adoption of ASC 
606, as described in Note 1 in the accompanying unaudited consolidated financial statements, there have been no significant 
changes to our critical accounting policies during the three and six months ended June 30, 2018.  

Liquidity and Capital Resources  

Overview  

Our principal uses of capital for the three and six months ended June 30, 2018 were our land purchases, land development, home 
construction, acquisition of the remaining 50% ownership interest in WJH, and the payment of routine liabilities. We use funds 
generated by operations, available borrowings under our revolving credit facility, and proceeds from sales of common stock, 
including our current at-the-market facility, to fund our short term working capital obligations and fund our purchases of land, as 
well as land development and home construction activities.   

Cash flows for each of our communities depend on the stage in the development cycle, and can differ substantially from reported 
earnings. Early stages of development or expansion require significant cash outlays for land acquisitions, entitlements and other 
approvals, and construction of model homes, roads, utilities, general landscaping and other amenities. Because these costs are a 
component of our inventory and not recognized in our statements of operations until a home closes, we incur significant cash 
outlays prior to our recognition of earnings. In the later stages of community development, cash inflows may significantly exceed 
earnings reported for financial statement purposes, as the cash outflow associated with home and land construction was 
previously incurred. From a liquidity standpoint, we are actively acquiring and developing lots in our markets to maintain and 
grow our lot supply and active selling communities. As we continue to expand our business, we expect that our cash outlays for 
land purchases and land development to grow our lot inventory will continue to exceed our cash generated by operations.   

Our Financial Services operations uses funds generated from operations, and availability under our mortgage repurchase facilities 
to finance its operations including originations of mortgage loans to our homebuyers.   

Under shelf registration statement, which we filed with the SEC in July 2018 and was automatically effective upon filing, we have 
the ability to access the debt and equity capital markets in an aggregate offering amount of $869 million, as needed as part of our 
ongoing financing strategy.  
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Three months ended June 30, 

2018 2017 

 

Pro Forma 
Home sales 

revenues 

Pro Forma Net 
new home 
contracts 

Pro Forma 
Deliveries 

Pro Forma 
Average 

sales price 

Pro Forma 
Home sales 

revenues 

Pro Forma 
Net new 

home 
contracts 

Pro Forma 
Deliveries 

Pro Forma 
Average 

sales price 

$ 594,392  2,119  1,860  $ 319.6  $ 473,363  1,880  1,050  $ 450.9  

Six months ended June 30, 

2018 2017 

 

Pro Forma 
Home sales 

revenues 

Pro Forma Net 
new home 
contracts 

Pro Forma 
Deliveries 

Pro Forma 
Average 

sales price 

Pro Forma 
Home Sales 

Revenues 

Pro Forma 
Net New 

Home 
Contracts 

Pro Forma 
Homes 

Delivered 

Pro Forma 
Average 

Sales Price 

$ 1,067,386  5,749  3,318  $ 321.7  $ 855,987  3,715  1,884  $ 454.4  

34   
   



We believe that we will be able to fund our current and foreseeable liquidity needs with our cash on hand, cash generated from 
operations, and cash expected to be available from our revolving credit facility or through accessing debt or equity capital, as 
needed.  

Revolving Credit Facility   

On October 21, 2014, we entered into a Credit Agreement with Texas Capital Bank, National Association, as Administrative Agent 
and L/C Issuer, and the lenders from time to time party thereto.  On June 5, 2018, we entered into an Amended and Restated Credit 
Agreement which amends and restates the Credit Agreement.  The Amended and Restated Credit Agreement provides us with a 
revolving line of credit of up to $540.0 million, and unless terminated earlier, will mature on April 30, 2022.  Under the terms of the 
Amended and Restated Credit Agreement, we may request a twelve-month extension of the maturity date and are entitled to 
request an increase in the size of the credit facility by an amount not exceeding $100.0 million.  If the existing lenders elect not to 
provide the full amount of a requested increase, we may invite one or more other lender(s) to become a party to the Amended and 
Restated Credit Agreement, subject to the approval of the Administrative Agent. Our obligations under the Amended and 
Restated Credit Agreement are guaranteed by certain of our subsidiaries. The Amended and Restated Credit Agreement contains 
customary affirmative and negative covenants (including limitations on our ability to grant liens, incur additional debt, pay 
dividends, redeem our common stock, make certain investments and engage in certain merger, consolidation or asset sale 
transactions), as well as customary events of default.  These covenants are measured as defined in the Amended and Restated 
Credit Agreement and are reported to the lenders quarterly.  Borrowings under the Amended and Restated Credit Agreement bear 
interest at a floating rate equal to the adjusted Eurodollar Rate plus an applicable margin between 2.60% and 3.10% per annum, or, 
in the Administrative Agent’s discretion, a base rate plus an applicable margin between 1.60% and 2.10% per annum.  On June 28, 
2018, we entered into a Joinder Agreement which increased the credit facility to $590.0 million by exercising $50.0 million of the 
$100.0 million accordion feature and added a new lender.  As of June 30, 2018, we had $130.0 million outstanding under the credit 
facility leaving $460.0 million in availability and were in compliance with all covenants.  

At the Market Offerings  

On July 3, 2018, we entered into a Distribution Agreement with J.P. Morgan Securities LLC, Citigroup Global Markets Inc., and 
Merrill Lynch, Pierce, Fenner & Smith Incorporated, as sales agents pursuant to which we may offer and sell shares of our 
common stock having an aggregate offering price of up to $100.0 million from time to time through any of the sales agents party 
thereto in “at-the-market”  offerings.  This Distribution Agreement superseded and replaced a prior similar Distribution 
Agreement, which had $19.3 million available for sale as of June 30, 2018. During the three and six months ended June 30, 2018, we 
sold and issued an aggregate of 0.3 million and 0.5 million shares of our common stock under the prior Distribution Agreement, 
which provided us net proceeds of $9.6 million and $14.6 million, respectively, and, in connection with such sales, paid total 
commissions and fees to the sales agents of $0.2 million and $0.3 million,  respectively.  The Distribution Agreement will remain in 
full force and effect until terminated by either party pursuant to the terms of the agreement or such date that the maximum offering 
amount has been sold in accordance with the terms of the agreement.  
  
Mortgage Repurchase Facility and Mortgage Warehouse Line of Credit – Financial Services   

On May 4, 2018, Inspire Home Loans Inc. (which we refer to as “Inspire”), an indirect wholly-owned subsidiary of the Company, 
entered into a Mortgage Warehouse Line of Credit, with Comerica Bank, upon the expiration of our first Master Repurchase 
Agreement.  The Mortgage Warehouse Line of Credit (which we refer to as the “Third Master Repurchase Agreement”) provides 
Inspire with an uncommitted Mortgage Warehouse Line of Credit of up to $40 million, secured by the mortgage loans financed 
thereunder. Our existing Second Master Repurchase Agreements provided Inspire with revolving mortgage loan repurchase 
facilities of up to $35 million, providing Inspire a total potential lending capacity of up to $75 million. Amounts outstanding under 
the Repurchase Facilities are not guaranteed by us or any of our subsidiaries and contain various affirmative and negative 
covenants applicable to Inspire that are customary for arrangements of this type.  As of June 30, 2018,  we had $53.0 million 
outstanding under the Repurchase Facilities and were in compliance with all covenants.  

Letters of Credit and Performance Bonds  

In the normal course of business, we post letters of credit and performance bonds related to our land development performance 
obligations with local municipalities. As of June 30, 2018 and December 31, 2017, we had $191.1 million and $158.6 million, 
respectively, in letters of credit and performance bonds issued and outstanding.  Although significant development and 
construction activities have been completed related to the improvements at these sites, the letters of credit and performance 
bonds are not generally released until all development and construction activities are completed.  
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Debt  

Our outstanding debt obligations included the following as of June 30, 2018 and December 31, 2017 (in thousands):    
  

(1)    The carrying value of senior notes reflects the impact of premiums, discounts, and issuance costs that are amortized to 
interest cost over the respective terms of the senior notes.  

A summary of our debt obligations is included in Note 11 to our Annual Report on Form 10-K for the fiscal year ended December 
31, 2017, filed with the SEC on March 1, 2018.   
  
Cash Flows—Six Months Ended June 30, 2018 Compared to the Six Months Ended June 30, 2017  

For the three and six months ended June 30, 2018 and 2017, the comparison of cash flows is as follows:  

As of June 30, 2018, our cash and cash equivalents and restricted cash balance was $24.0 million.   

Off-Balance Sheet Arrangements  

In the ordinary course of business, we enter into land purchase contracts in order to procure lots for the construction of our 
homes. We are subject to customary obligations associated with entering into contracts for the purchase of land and improved 
lots. These purchase contracts typically require a cash deposit, and the purchase of properties under these contracts is generally 
contingent upon satisfaction of certain requirements, including obtaining applicable property and development entitlements. We 
also utilize option contracts with land sellers as a method of acquiring land in staged takedowns, to help us manage the financial 
and market risk associated with land holdings, and to reduce the use of funds from our corporate financing sources. Option 
contracts generally require payment by us of a non-refundable deposit for the right to acquire lots over a specified period of time 
at pre-determined prices. Our obligations with respect to purchase contracts and option contracts are generally limited to the 
forfeiture of the related non-refundable cash deposits. As of June 30, 2018, we had outstanding purchase contracts and option 
contracts for 19,288 lots totaling $900.3 million, and had $28.3 million of non-refundable cash deposits pertaining to land option 
contracts. While our performance, including the timing and amount of purchase,  
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   June 30,   December 31, 
   2018   2017 

6.875% senior notes, due May 2022(1)   $ 379,891    $ 379,238  
5.875% senior notes, due July 2025(1)     395,064      394,725  
Other financing obligations     2,320      2,320  
Senior notes payable     777,275      776,283  
Revolving line of credit, due April 2022     130,000       — 
Mortgage repurchase facilities     52,999      48,319  

Total debt   $ 960,274    $ 824,602  

·  Net cash used in operating activities increased to $80.9 million during the six months ended June 30, 2018 from net 
cash used of $39.3 million during the same period in 2017. This increase in cash used in operations was primarily a 
result of a net outflow associated with inventories of $124.9 million during the six months ended June 30, 2018, 
compared to a net outflow of $51.4 million during the same period in 2017. The outflow in 2018 was driven by our 
investment in inventories through the purchase of 5,929 lots during the six months ended June 30, 2018, as well as 
4,924 homes under construction as of June 30, 2018.  These outflows were offset by cash inflows associated with 
2,325 home deliveries during the six months ended June 30, 2018.   We had net cash used in working capital items, 
including cash held in escrow, accounts receivable, prepaid expenses and other assets, accounts payable, accrued 
expenses and other liabilities, and mortgage loans held for sale, of $12.9 million for the six months ended June 30, 
2018, as compared to $16.6 million for the same period in 2017.      

·  Net cash used in investing activities was $35.2 million during the six months ended June 30, 2018, compared to $5.8 
million used during the same period in 2017. The increase was primarily related to our purchase of the remaining 50% 
ownership interest in WJH, as well as an increase in cash used for purchases of property and equipment, partially 
offset by an increase in other investing activities.   

·  Net cash provided by financing activities was $46.4 million during the six months ended June 30, 2018, compared to 
$353.1 million during the same period in 2017. This decrease was primarily attributable to net proceeds received from 
the issuance of senior notes in 2017 and a decrease in net proceeds from issuances of our common stock and our 
mortgage repurchase facilities, partially offset by a decrease in net payments on our revolving credit facility and 
decreases in principal payments on notes payable and debt issuance costs. 
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if any, under these outstanding purchase and option contracts is subject to change, we currently anticipate performing on 60% to 
70% of the purchase and option contracts during the year ending December 31, 2018, with performance on the remaining purchase 
and option contacts occurring in future periods.   

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

We post letters of credit and performance bonds related to our land development performance obligations, with local 
municipalities.  As of June 30, 2018 and December 31, 2017, we had $191.1 million and $158.6 million, respectively, in letters of 
credit and performance bonds issued and outstanding.  We anticipate that the obligations secured by these performance bonds 
and letters of credit generally will be performed in the ordinary course of business.   

Adjusted EBITDA  

The following table presents adjusted EBITDA for the three and six months ended June 30, 2018 and 2017. Adjusted EBITDA is a 
non-GAAP financial measure we use as a supplemental measure in evaluating operating performance. We define adjusted 
EBITDA as consolidated net income before (i) income tax expense, (ii) interest in cost of home sales revenues, (iii) other interest 
expense, (iv) depreciation and amortization expense, and (v) adjustments resulting from the application of purchase accounting 
for acquired work in process inventory related to business combinations and purchase price accounting for investment in 
unconsolidated subsidiaries, and (vi) acquisition expense. We believe adjusted EBITDA provides an indicator of general 
economic performance that is not affected by fluctuations in interest rates or effective tax rates, levels of depreciation or 
amortization, and items considered to be non-recurring. Accordingly, our management believes that this measurement is useful for 
comparing general operating performance from period to period. Adjusted EBITDA should be considered in addition to, and not 
as a substitute for, consolidated net income in accordance with GAAP as a measure of performance. Our presentation of adjusted 
EBITDA should not be construed as an indication that our future results will be unaffected by unusual or non-recurring items. 
Our adjusted EBITDA is limited as an analytical tool and should not be considered in isolation or as a substitute for analysis of 
our results as reported under GAAP.  

NM – Not meaningful 
Net Homebuilding Debt to Net Capital  
  
The following table presents our ratio of net homebuilding debt to net capital, which is a non-GAAP financial measure.  We 
calculate this by dividing net  homebuilding debt (senior notes payable and revolving line of credit less cash and cash 
equivalents and cash held in escrow) by net capital (net homebuilding debt plus total stockholders’ equity). The most directly 
comparable GAAP measure is the  
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   Three months ended June 30,   Six months ended June 30,   
   2018   2017   % Change   2018   2017   % Change 

Net income   $ 33,193    $ 14,831      123.8  %   $ 53,212    $ 23,630      125.2  % 
Income tax expense     13,309      8,278      60.8  %     16,397      11,530      42.2  % 
Interest in cost of home sales revenues     12,284      6,875      78.7  %     21,243      11,831      79.6  % 
Interest expense (income)      —     1      (100.0) %     1      2      (50.0) % 
Depreciation and amortization expense      2,786      1,434      94.3  %     5,512      2,818      95.6  % 
EBITDA     61,572      31,419      96.0  %     96,365      49,811      93.5  % 
Purchase price accounting for acquired 
work in process inventory     9,163      104      8,714.3  %     16,433      117      NM   
Purchase price accounting for investment 
in unconsolidated subsidiaries outside 
basis     30      30       — %     60      825      (92.7) % 
Acquisition expense     165      916      (82.0) %     338      1,439      (76.5) % 

Adjusted EBITDA   $ 70,930    $ 32,469      118.5  %   $ 113,196    $ 52,192      116.9  % 
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ratio of debt to total capital. We believe the ratio of net homebuilding debt to net capital is a relevant and useful financial measure 
to investors in understanding the leverage employed in our operations and as an indicator of our ability to obtain external 
financing.  

  

Adjusted Diluted Earnings per Share  
  
Adjusted diluted earnings per share (which we refer to as “Adjusted Diluted EPS”) is a non-GAAP financial measure that we 
believe is useful to management, investors and other users of our financial information in evaluating our operating results and 
understanding our operating trends without the effect of certain non-recurring items. We believe excluding certain non-recurring 
items provides more  
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   June 30,   December 31, 
   2018   2017 

Total debt   $ 960,274    $ 824,602  
Total stockholders' equity     803,706      735,233  
Total capital   $ 1,763,980    $ 1,559,835  
Debt to capital     54.4%      52.9%  
             
Total debt   $ 960,274    $ 824,602  
Cash and cash equivalents     (19,482)     (88,832) 
Cash held in escrow     (43,880)     (37,723) 
Mortgage repurchase facilities     (52,999)     (48,319) 
Net homebuilding debt     843,913      649,728  
Total stockholders' equity     803,706      735,233  
Net capital   $ 1,647,619    $ 1,384,961  
             
Net homebuilding debt to net capital     51.2%      46.9%  
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comparable assessment of our financial results from period to period. Adjusted Diluted EPS is calculated by excluding the effect 
of acquisition costs and purchase price accounting for acquired work in process from the calculation of reported earnings per 
share.    
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   Three months ended   Six months ended 
   June 30,   June 30, 

   2018   2017   2018   2017 

Numerator                         
Net income    $ 33,193    $ 14,831    $ 53,212    $ 23,630  
Less: Undistributed earnings allocated to participating 
securities     (3)     (101)     (67)     (251) 
Net income allocable to common stockholders   $ 33,190    $ 14,730    $ 53,145    $ 23,379  
Denominator                         
Weighted average common shares outstanding - basic     29,901,791      22,146,124      29,709,728      21,814,860  
Dilutive effect of restricted stock units     268,898      219,953      293,548      215,102  
Weighted average common shares outstanding - diluted      30,170,689      22,366,077      30,003,276      22,029,962  
Earnings per share:                         
Basic   $ 1.11    $ 0.67    $ 1.79    $ 1.07  
Diluted   $ 1.10    $ 0.66    $ 1.77    $ 1.06  
                         
Adjusted earnings per share                         
Numerator                         

Income before income tax expense   $ 46,502    $ 23,109    $ 69,609    $ 35,160  
Purchase price accounting for acquired work in process 
inventory     9,163      104      16,433      117  
Gain on previously held interest in WJH     (7,219)      -     (7,219)      - 
Acquisition expense     165      916      338      1,439  
Adjusted income before income tax expense     48,611      24,129      79,161      36,716  
Adjusted income tax expense(1)     (12,153)     (8,643)     (19,790)     (12,040) 

Adjusted net income     36,459      15,486      59,370      24,676  
Less: Adjusted undistributed earnings allocated to 
participating securities     (3)     (106)     (74)     (262) 
Adjusted net income allocable to common stockholders   $ 36,456    $ 15,380    $ 59,296    $ 24,414  
                         
Denominator - Diluted     30,170,689      22,366,077      30,003,276      22,029,962  
                         
Adjusted diluted earnings per share   $ 1.21    $ 0.69    $ 1.98    $ 1.11  

(1)  For the three and six months ended June 30, 2018, the tax rate used in adjusted net income was 25%.  This rate is 
inclusive of our estimated annual rate of 26.5% offset by the estimated annual benefit associated with federal energy 
credits related to homes delivered.  For the three and six months ended June 30, 2017, our GAAP tax rate was utilized. 
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ITEM 3.     QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.  

Interest Rates  

Market risk is the risk of loss arising from adverse changes in market rates and prices, such as interest rates, foreign currency 
exchange rates and commodity prices. Our primary exposure to market risk is interest rate risk associated with our Amended and 
Restated Credit Agreement.  Borrowing under the Amended and Restated Credit Agreement bear interest at a floating rate equal 
to the adjusted Eurodollar Rate plus an applicable margin between 2.60% and 3.10% per annum, or, in the Administrative Agent’s 
discretion, a base rate plus an applicable margin between 1.60% and 2.10% per annum. Under our current policies, we do not use 
interest rate derivative instruments to manage our exposure to changes in interest rates.  

Inflation  

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

ITEM 4.     CONTROLS AND PROCEDURES.  

Evaluation of Disclosure Controls and Procedures  

Under the supervision and with the participation of our management, including our co-principal executive officers  and principal 
financial officer, we conducted an evaluation of the effectiveness of our disclosure controls and procedures (as such term is 
defined under Rule 13a-15(e) under the Securities Exchange Act of 1934, as amended (which we refer to as the “Exchange Act”)) 
as June 30, 2018, the end of the period covered by this Form 10-Q. Based on this evaluation, our co-principal executive officers 
and principal financial officer concluded that our disclosure controls and procedures were effective as of June 30, 2018 in 
providing reasonable assurance that information required to be disclosed by us in the reports that we file or furnish under the 
Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms.  

Changes in Internal Control over Financial Reporting  

There were no changes during the second quarter of 2018 in our internal control over financial reporting (as defined in Rule 13a-15
(f) under the Exchange Act) that have materially affected or are reasonably likely to materially affect our internal control over 
financial reporting.  
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PART II  
  
ITEM 1.     LEGAL PROCEEDINGS.  

Because of the nature of the homebuilding business, we and certain of our subsidiaries and affiliates have been named as 
defendants in various claims, complaints and other legal actions arising in the ordinary course of business.  In the opinion of our 
management, the outcome of these ordinary course matters will not have a material adverse effect upon our financial condition, 
results of operations or cash flows.  

  
ITEM 1A.     RISK FACTORS.  

There have been no material changes to the risk factors we previously disclosed in our Annual Report on Form 10-K for the 
fiscal  year ended December 31, 2017 that was filed with the SEC on March 1, 2018, other than the new or revised risk factors 
below.  

While we believe our recent acquisition of the remaining 50% ownership interest in WJH will produce several benefits, it 
involves risk and we may be unable to realize the anticipated benefits of this acquisition.  

In June 2018, we acquired the remaining 50% ownership interest in WJH. While we believe the acquisition of WJH will produce 
many benefits, such as expanding our investment into a proven and profitable operation, enhancing our geographic and product 
diversification through additional exposure to new markets and first-time buyers, driving additional growth avenues for ancillary 
revenue streams, including our mortgage and title operations and improving access to capital to accelerate WJH’s expansion 
efforts into additional markets, these benefits may not come to fruition or materialize to the extent we anticipate. In addition, we 
still need to integrate the business to some extent which can be challenging and involves risk. These issues could adversely 
affect our business and financial results.  

ITEM 2.     UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.  

None.  

  
ITEM 3.     DEFAULTS UPON SENIOR SECURITIES.  

None.  

  
ITEM 4.     MINE SAFETY DISCLOSURES.  

Not applicable.  

  
ITEM 5.     OTHER INFORMATION.  
  
None.  
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ITEM 6.     EXHIBITS.  

The following exhibits are either filed herewith or incorporated herein by reference:   
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Item No.   Description 

3.1   Certificate of Incorporation of Century Communities, Inc., as amended (incorporated by reference to Exhibit 3.1 to 
the initial filing of the Company’s Registration Statement on Form S-1, filed with the SEC on May 5, 2014 (File No. 
333-195678)) 

3.2   Bylaws of Century Communities, Inc. (incorporated by reference to Exhibit 3.2 to the initial filing of the 
Company’s Registration Statement on Form S-1, filed with the SEC on May 5, 2014 (File No. 333-195678)) 

3.3   Amendment to the Bylaws of Century Communities, Inc., adopted and effective on April 10, 2017 (incorporated 
by reference to Exhibit 3.1 to the Company’s Current Report on Form 8-K, filed with the SEC on April 11, 2017 
(File No. 001-36491)) 

4.1   Eighth Supplemental Indenture, dated as of June 21, 2018, by and among Century Communities, Inc., the 
Guarantors party thereto, and U.S. Bank National Association, as trustee under the 2014 Indenture (incorporated 
by reference to Exhibit 4.1 to the Company’s Current Report on Form 8-K, filed with the SEC on June 22, 2018 
(File No. 001-36491)) 

4.2   Second Supplemental Indenture, dated as of June 21, 2018, by and among Century Communities, Inc., the 
Guarantors party thereto, and U.S. Bank National Association, as trustee under the 2017 Indenture (incorporated 
by reference to Exhibit 4.2 to the Company’s Current Report on Form 8-K, filed with the SEC on June 22, 2018 
(File No. 001-36491)) 

10.1   Amended and Restated Credit Agreement, dated as of June 5, 2018, by and among the Century Communities, 
Inc., Texas Capital Bank, National Association, as Administrative Agent and L/C Issuer, and the lenders party 
thereto (incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K, filed with the 
SEC on June 8, 2018 (File No. 001-36491)). 

10.2   Joinder Agreement, dated as of June 28, 2018, by and among Century Communities, Inc., the Subsidiary 
Guarantors party thereto, BMO Harris Bank N.A., and Texas Capital Bank, National Association, as 
Administrative Agent (incorporated by reference to Exhibit 1.1 to the Company’s Current Report on Form 8-K, 
filed with the SEC on July 3, 2018 (File No. 001-36491)). 

31.1   Certification of the Co-Principal Executive Officer pursuant to Rule 13a-14(a) of the Securities Exchange Act of 
1934, as amended (filed herewith) 

31.2   Certification of the Co-Principal Executive Officer pursuant to Rule 13a-14(a) of the Securities Exchange Act of 
1934, as amended (filed herewith) 

31.3   Certification of the Principal Financial Officer pursuant to Rule 13a-14(a) of the Securities Exchange Act of 1934, 
as amended (filed herewith) 

32.1   Certification of the Co-Principal Executive Officer pursuant to 18 U.S.C. Section 1350 as adopted pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002 (furnished herewith) 

32.2   Certification of the Co-Principal Executive Officer pursuant to 18 U.S.C. Section 1350 as adopted pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002 (furnished herewith) 

32.3   Certification of the Principal Financial Officer pursuant to 18 U.S.C. Section 1350 as adopted pursuant to Section 
906 of the Sarbanes-Oxley Act of 2002 (furnished herewith) 

101.INS   XBRL Instance Document (filed herewith) 

101.SCH   XBRL Taxonomy Extension Schema Document (filed herewith) 
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101.CAL   XBRL Taxonomy Extension Calculation Linkbase Document (filed herewith) 

101.DEF   XBRL Taxonomy Definition Linkbase Document (filed herewith) 

101.LAB   XBRL Taxonomy Extension Labels Linkbase Document (filed herewith) 

101.PRE   XBRL Taxonomy Extension Presentation Linkbase Document (filed herewith) 
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SIGNATURES  
  

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this Quarterly 
Report on Form 10-Q to be signed on its behalf by the undersigned thereunto duly authorized.  
  

  

(Back To Top)  
 

EXHIBIT 31.1  
CERTIFICATION OF CO-PRINCIPAL EXECUTIVE OFFICER  

PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002  

I, Dale Francescon, certify that:  

1.  I have reviewed this Quarterly Report on Form 10-Q of Century Communities, Inc.;  

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to 
state a material fact necessary to make the statements made, in light of the circumstances under which such 
statements were made, not misleading with respect to the period covered by this report;  

3.  Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the 
registrant as of, and for, the periods presented in this report;  

4.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal controls over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:  

(a)  Designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure that material information 
relating to the registrant, including its consolidated subsidiaries, is made known to us by 
others within those entities, particularly during the period in which this report is being 
prepared;  
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 Century Communities, Inc. 
   
   
       
Date: August 2, 2018 By: /s/ Dale Francescon   
   Dale Francescon   

   Chairman of the Board and Co-Chief Executive Officer  
(Co-Principal Executive Officer) 

  

       
Date: August 2, 2018 By: /s/ Robert J. Francescon   
   Robert J. Francescon   
   Co-Chief Executive Officer and President  

(Co-Principal Executive Officer) 
  

       
       
Date: August 2, 2018 By: /s/ David Messenger   
   David Messenger   
   Chief Financial Officer  

(Principal Financial Officer)   

       
       
Date: August 2, 2018 By: /s/ J. Scott Dixon   
   J. Scott Dixon   
 Chief Accounting Officer 

(Principal Accounting Officer) 
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(b) Designed such internal control over financial reporting, or caused such internal control 
over financial reporting to be designed under our supervision, to provide reasonable 
assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with generally accepted accounting 
principles;  

 (c)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and 
presented in this report our conclusions about the effectiveness of the disclosure controls 
and procedures, as of the end of the period covered by this report based on such 
evaluation; and  

(d)  Disclosed in this report any change in the registrant’s internal control over financial 
reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s 
fourth fiscal quarter in the case of an annual report) that has materially affected, or is 
reasonably likely to materially affect, the registrant’s internal control over financial 
reporting;  

5.  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s 
board of directors (or persons performing the equivalent functions):  

(a)  All significant deficiencies and material weaknesses in the design or operation of internal 
control over financial reporting which are reasonably likely to adversely affect the 
registrant’s ability to record, process, summarize and report financial information; and  

(b)  Any fraud, whether or not material, that involves management or other employees who 
have a significant role in the registrant’s internal control over financial reporting.  
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EXHIBIT 31.2  
CERTIFICATION OF CO-PRINCIPAL EXECUTIVE OFFICER  

PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002  

I, Robert J. Francescon, certify that:  

1.  I have reviewed this Quarterly Report on Form 10-Q of Century Communities, Inc.;  

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to 
state a material fact necessary to make the statements made, in light of the circumstances under which such 
statements were made, not misleading with respect to the period covered by this report;  

3.  Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the 
registrant as of, and for, the periods presented in this report;  

4.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal controls over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:  

(a)  Designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure that material information 
relating to the registrant, including its consolidated subsidiaries, is made known to us by 
others within those entities, particularly during the period in which this report is being 
prepared;  

(b) Designed such internal control over financial reporting, or caused such internal control 
over financial reporting to be designed under our supervision, to provide reasonable 
assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with generally accepted accounting 
principles;  

Dated: August 2, 2018 /s/  Dale Francescon  
Dale Francescon 
Chairman of the Board and Co-Chief Executive Officer 
(Co-Principal Executive Officer) 
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(c)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and 
presented in this report our conclusions about the effectiveness of the disclosure controls 
and procedures, as of the end of the period covered by this report based on such 
evaluation; and  

(d)  Disclosed in this report any change in the registrant’s internal control over financial 
reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s 
fourth fiscal quarter in the case of an annual report) that has materially affected, or is 
reasonably likely to materially affect, the registrant’s internal control over financial 
reporting;  

5.  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s 
board of directors (or persons performing the equivalent functions):  

(a)  All significant deficiencies and material weaknesses in the design or operation of internal 
control over financial reporting which are reasonably likely to adversely affect the 
registrant’s ability to record, process, summarize and report financial information; and  

(b)  Any fraud, whether or not material, that involves management or other employees who 
have a significant role in the registrant’s internal control over financial reporting.  

  

Dated: August 2, 2018 
  
/s/  Robert J. Francescon 
Robert J. Francescon 
Co-Chief Executive Officer and President 
(Co-Principal Executive Officer) 
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EXHIBIT 31.3  

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER   

PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002  

I, David Messenger, certify that:  

1.  I have reviewed this Quarterly Report on Form 10-Q of Century Communities, Inc.;  

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading 
with respect to the period covered by this report;  

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this report;  

4.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal controls over financial reporting (as defined in 
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:  

(a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period 
in which this report is being prepared;  

(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles;  

(c)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report 
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and  

(d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred 
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual 
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control 
over financial reporting;  

5.  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing 
the equivalent functions):  

(a)  All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and  

(b)  Any fraud, whether or not material, that involves management or other employees who have a significant role 
in the registrant’s internal control over financial reporting.  
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Section 4: EX-31.3 (EX-31.3) 

Date: August 2, 2018   /s/ David Messenger 

     David Messenger 

     Chief Financial Officer  
(Principal Financial Officer) 

Section 5: EX-32.1 (EX-32.1) 



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 Quarterly Report on Form 10-Q of Century Communities, Inc. (the “Company”) 
for the quarterly period ended June 30, 2018, as filed with the U.S. Securities and Exchange Commission on the 
date hereof (the “Report”), I, Dale Francescon, Chairman of the Board and Co-Chief Executive Officer (Co-
Principal Executive Officer) of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002, that:  

1. the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934, as amended; and  

2. the information contained in the Report fairly presents, in all material respects, the financial 
condition and results of operations of the Company.  
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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 Quarterly Report on Form 10-Q of Century Communities, Inc. (the “Company”) 
for the quarterly period ended June 30, 2018, as filed with the U.S. Securities and Exchange Commission on the 
date hereof (the “Report”), I, Robert J. Francescon, Co-Chief Executive Officer and President (Co-Principal 
Executive Officer) of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002, that:  

1. the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934, as amended; and  

2. the information contained in the Report fairly presents, in all material respects, the financial 
condition and results of operations of the Company.  
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Dated: August 2, 2018 /s/  Dale Francescon  
Dale Francescon 
Chairman of the Board and Co-Chief Executive Officer 
(Co-Principal Executive Officer) 

Section 6: EX-32.2 (EX-32.2) 

Dated: August 2, 2018 /s/  Robert J. Francescon  
Robert J. Francescon 
Co-Chief Executive Officer and President 
(Co-Principal Executive Officer) 

Section 7: EX-32.3 (EX-32.3) 



EXHIBIT 32.3  
  

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 Quarterly Report on Form 10-Q of Century Communities, Inc. (the “Company”) for the quarterly 
period ended June 30, 2018, as filed with the U.S. Securities and Exchange Commission on the date hereof (the “Report”), I, David 
Messenger, Chief Financial Officer (Principal Financial Officer) of the Company, certify, pursuant to 18 U.S.C. Section 1350, as 
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:  

1. the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, 
as amended; and  

2. the information contained in the Report fairly presents, in all material respects, the financial condition and 
results of operations of the Company.  
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Dated: August 2,  2018 /s/ David Messenger 
David Messenger 
Chief Financial Officer 
(Principal Financial Officer) 


