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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended March 31, 2019

or

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

Commission File Number 1-9804

PULTEGROUP, INC.

(Exact name of registrant as specified in its charter)
MICHIGAN 38-2766606

(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

3350 Peachtree Road NE, Suite 150
Atlanta, Georgia 30326
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code: (404) 978-6400

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90

days. YES [X] NO []
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Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be
submitted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for
such shorter period that the registrant was required to submit such files). YES [X] NO []

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer”, “accelerated
filer”, “smaller reporting company” and "emerging growth company" in Rule 12b-2 of the Exchange Act. (Check one):
Large accelerated Accelerated Non-accelerated filer [ Smaller reporting Emerging growth

filer [X] filer [ ] ] company [ ] company [ ]

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the

Exchange Act. [ ]

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
YES [ ] NO [X]

Number of common shares outstanding as of April 18, 2019: 277,137,113

1
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements

PULTEGROUP, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

($000’s omitted)

ASSETS

Cash and equivalents

Restricted cash

Total cash, cash equivalents, and restricted cash
House and land inventory

Land held for sale

Residential mortgage loans available-for-sale
Investments in unconsolidated entities

Other assets

Intangible assets

Deferred tax assets, net

LIABILITIES AND SHAREHOLDERS’ EQUITY

Liabilities:

Accounts payable

Customer deposits

Accrued and other liabilities
Income tax liabilities
Financial Services debt
Notes payable

Shareholders' equity

March 31,
2019

(Unaudited)

$1,055,457
25,496
1,080,953
7,506,543
39,431
326,995
55,725
823,066
123,742
250,881
$10,207,336

$444,322
294,548
1,270,367
18,108
222,139
3,024,413
5,273,897
4,933,439
$10,207,336

December 31,
2018

$1,110,088
23,612
1,133,700
7,253,353
36,849
461,354
54,590
830,359
127,192
275,579
$10,172,976

$352,029
254,624
1,360,483
11,580
348,412
3,028,066
5,355,194
4,817,782
$10,172,976

See accompanying Notes to Condensed Consolidated Financial Statements.
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PULTEGROUP, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(000’s omitted, except per share data)

(Unaudited)
Three Months Ended
March 31,
2019 2018
Revenues:
Homebuilding
Home sale revenues $1,949,856 $1,911,598
Land sale and other revenues 2,975 12,557
1,952,831 1,924,155
Financial Services 43,862 45,938
Total revenues 1,996,693 1,970,093
Homebuilding Cost of Revenues:
Home sale cost of revenues (1,492,791 ) (1,459,940 )
Land sale cost of revenues (2,050 ) (11,548 )

(1,494,841 ) (1,471,488 )

Financial Services expenses (31,449 ) (32,213 )
Selling, general, and administrative expenses (252,727 ) (240,893 )
Other expense, net 973 ) (1,308 )
Income before income taxes 216,703 224,191
Income tax expense (49,946 ) (53,440 )
Net income $166,757 $170,751
Per share:

Basic earnings $0.59 $0.59
Diluted earnings $0.59 $0.59

Cash dividends declared $0.11 $0.09

Number of shares used in calculation:

Basic 277,637 286,683
Effect of dilutive securities 1,003 1,343
Diluted 278,640 288,026

See accompanying Notes to Condensed Consolidated Financial Statements.
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PULTEGROUP, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

($000’s omitted)
(Unaudited)

Net income
Other comprehensive income, net of tax:
Change in value of derivatives

Other comprehensive income

Comprehensive income

Three Months
Ended

March 31,

2019 2018
$166,757 $170,751

25
25

21
21

$166,782 $170,772

See accompanying Notes to Condensed Consolidated Financial Statements.
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PULTEGROUP, INC.
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY
(000's omitted)
(Unaudited)
Common Stock Accumulated
Additional Other .
ey . . Retained
Paid-in Comprehensiv .
Shares $ . iEarmngs
Capital Income
(Loss)
Shareholders' Equity, December 31, 2018277,110 $2,771 $3,201,427 $ (345 ) $1,613,929
Stock option exercises 118 1 1,444 — —
Share issuances, net of cancellations 1,337 12 5,792 — —
Dividends declared — — — — (30,831
Share repurchases (1,309 ) (13 ) — — (35,340
Share-based compensation — — 7,810 — —
Net income — — — — 166,757
Other comprehensive income — — — 25 —

Shareholders' Equity, March 31,2019 277,256 $2,771 $3,216473 $ (320 ) $1,714,515

Shareholders' Equity, December 31, 2017 286,752 $2,868 $3,171,542 $ (445 ) $980,061
Cumulative effect of accounting change

(see Note 1) o o o 22411
Stock option exercises 284 3 2,720 — —
Share issuances, net of cancellations 783 8 3,477 — —
Dividends declared — — — — (26,051
Share repurchases (1,941 ) 20 ) — — (59,471
Share-based compensation — — 6,782 — —

Net income — — — — 170,751
Other comprehensive income — — — 21 —

Total

$4,817,782

1,445
5,804
) (30,831
) (35,353
7,810
166,757
25

)
)

$4,933,439

$4,154,026

22,411

2,723
3,485
) (26,051
) (59,491
6,782
170,751
21

)
)

Shareholders' Equity, March 31,2018 285,878 $2,859 $3,184,521 § (424 ) $1,087,701 $4,274,657

See accompanying Notes to Condensed Consolidated Financial Statements.
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PULTEGROUP, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
($000’s omitted)

(Unaudited)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash from operating activities:

Deferred income tax expense

Land-related charges

Depreciation and amortization

Share-based compensation expense

Other, net

Increase (decrease) in cash due to:

Inventories

Residential mortgage loans available-for-sale

Other assets

Accounts payable, accrued and other liabilities

Net cash provided by (used in) operating activities

Cash flows from investing activities:

Capital expenditures

Investments in unconsolidated entities

Other investing activities, net

Net cash provided by (used in) investing activities

Cash flows from financing activities:

Repayments of debt

Borrowings under revolving credit facility

Repayments under revolving credit facility

Financial Services borrowings (repayments)

Stock option exercises

Share repurchases

Dividends paid

Net cash provided by (used in) financing activities

Net increase (decrease) in cash, cash equivalents, and restricted cash
Cash, cash equivalents, and restricted cash at beginning of period
Cash, cash equivalents, and restricted cash at end of period

Supplemental Cash Flow Information:
Interest paid (capitalized), net
Income taxes paid (refunded), net

See accompanying Notes to Condensed Consolidated Financial Statements.

7

Three Months Ended
March 31,
2019 2018

$166,757  $170,751

24,690 23,479

2,979 3,419
13,210 11,890
9,019 8,451

39 ) (793 )

(259,865 ) (237,169 )
134,217 185,147
64,533 (9,246 )
3,408 13,084
158,909 169,013

(16,070 ) (15,428 )
(1,289 ) (1,000 )
291 452

(17,068 ) (15,976 )

(3,605 ) (451 )

— 768,000
— (768,000 )
(126,273 ) (190,852 )
1,445 2,723

(35,353 ) (59,491 )
(30,802 ) (26,347 )
(194,588 ) (274,418)
(52,747 ) (121,381 )
1,133,700 306,168

$1,080,953 $184,787

$17,164 $30,109
$(30,850 ) $631
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PULTEGROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

1. Basis of presentation

PulteGroup, Inc. is one of the largest homebuilders in the United States ("U.S."), and our common shares trade on the
New York Stock Exchange under the ticker symbol “PHM”. Unless the context otherwise requires, the terms
"PulteGroup", the "Company", "we", "us", and "our" used herein refer to PulteGroup, Inc. and its subsidiaries. While
our subsidiaries engage primarily in the homebuilding business, we also engage in mortgage banking operations,

conducted through Pulte Mortgage LLC (“Pulte Mortgage”), and title and insurance brokerage operations.

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with
U.S. generally accepted accounting principles ("GAAP") for interim financial information and with the instructions to
Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the information and footnotes
required by U.S. GAAP for complete financial statements. In the opinion of management, all adjustments (consisting
of normal, recurring adjustments) considered necessary for a fair presentation have been included. Operating results
for the interim periods presented are not necessarily indicative of the results that may be expected for the full year.
These financial statements should be read in conjunction with our consolidated financial statements and footnotes
thereto included in our Annual Report on Form 10-K for the year ended December 31, 2018.

Use of estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and accompanying notes. Actual results could
differ from those estimates.

Subsequent events

We evaluated subsequent events up until the time the financial statements were filed with the Securities and Exchange
Commission (the "SEC").

Other expense, net

Other expense, net consists of the following ($000’s omitted):

Three Months

Ended

March 31,

2019 2018
Write-offs of deposits and pre-acquisition costs $(2,917) $(2,609)
Amortization of intangible assets (3,450 ) (3,450 )
Interest income 4,949 564
Interest expense (144 ) (143 )
Equity in earnings of unconsolidated entities 37 961
Miscellaneous, net 552 3,369
Total other expense, net $(973 ) $(1,308)
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PULTEGROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

Revenue recognition

Home sale revenues - Home sale revenues and related profit are generally recognized when title to and possession of
the home are transferred to the buyer at the home closing date. Our performance obligation to deliver the agreed-upon
home is generally satisfied in less than one year from the original contract date. Home sale contract assets consist of
cash from home closings held in escrow for our benefit, typically for less than five days, which are considered
deposits in-transit and classified as cash. Contract liabilities include customer deposit liabilities related to sold but
undelivered homes, which totaled $294.5 million and $254.6 million at March 31, 2019 and December 31, 2018,
respectively. Substantially all of our home sales are scheduled to close and be recorded to revenue within one year
from the date of receiving a customer deposit. See Note 8 for information on warranties and related obligations.

Land sale revenues - We periodically elect to sell parcels of land to third parties in the event such assets no longer fit
into our strategic operating plans or are zoned for commercial or other development. Land sales are generally outright
sales of specified land parcels with cash consideration due on the closing date, which is generally when performance
obligations are satisfied.

Financial services revenues - Loan origination fees, commitment fees, and certain direct loan origination costs are
recognized as incurred. Expected gains and losses from the sale of residential mortgage loans and their related
servicing rights 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. Subsequent changes in the fair value of these loans
are reflected in Financial Services revenues as they occur. Interest income is accrued from the date a mortgage loan is
originated until the loan is sold. Mortgage servicing fees represent fees earned for servicing loans. Servicing fees are
based on a contractual percentage of the outstanding principal balance and are credited to income when related
mortgage payments are received.

Revenues associated with our title operations are recognized as closing services are rendered and title insurance
policies are issued, both of which generally occur as each home is closed. Insurance brokerage commissions relate to
commissions on homeowner and other insurance policies placed with third party carriers through various agency
channels. Our performance obligations for policy renewal commissions are satisfied upon issuance of the initial
policy, and related contract assets for estimated future renewal commissions are included in other assets and totaled
$31.4 million at March 31, 2019.

Earnings per share

Basic earnings per share is computed by dividing income available to common shareholders (the “Numerator”) by the
weighted-average number of common shares outstanding, adjusted for unvested shares (the “Denominator”) for the
period. Computing diluted earnings per share is similar to computing basic earnings per share, except that the
Denominator is increased to include the dilutive effects of stock options, unvested restricted shares, unvested
restricted share units, and other potentially dilutive instruments. Any stock options that have an exercise price greater
than the average market price are considered to be anti-dilutive and are excluded from the diluted earnings per share
calculation.

In accordance with Accounting Standards Codification ("ASC") 260, "Earnings Per Share", the two-class method
determines earnings per share for each class of common stock and participating securities according to an earnings
allocation formula that adjusts the Numerator for dividends or dividend equivalents and participation rights in
undistributed earnings. Unvested share-based payment awards that contain non-forfeitable rights to dividends or
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dividend equivalents are participating securities and, therefore, are included in computing earnings per share pursuant
to the two-class method. Our outstanding restricted share awards, restricted share units, and deferred shares are
considered participating securities. The following table presents the earnings per common share (000's omitted, except
per share data):

9
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PULTEGROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

Three Months

Ended

March 31,

2019 2018
Numerator:
Net income $166,757 $170,751
Less: earnings distributed to participating securities (308 ) (296 )
Less: undistributed earnings allocated to participating securities (1,410 ) (1,622 )
Numerator for basic earnings per share $165,039 $168,833
Add back: undistributed earnings allocated to participating securities 1,410 1,622
Less: undistributed earnings reallocated to participating securities (1,407 ) (1,614 )
Numerator for diluted earnings per share $165,042 $168,841
Denominator:
Basic shares outstanding 277,637 286,683
Effect of dilutive securities 1,003 1,343
Diluted shares outstanding 278,640 288,026
Earnings per share:
Basic $0.59 $0.59
Diluted $0.59 $0.59

Residential mortgage loans available-for-sale

Substantially all of the loans originated by us are sold in the secondary mortgage market within a short period of time
after origination, generally within 30 days. At March 31, 2019 and December 31, 2018, residential mortgage loans
available-for-sale had an aggregate fair value of $327.0 million and $461.4 million, respectively, and an aggregate
outstanding principal balance of $315.5 million and $444.2 million, respectively. The net gain (loss) resulting from
changes in fair value of these loans totaled $(1.1) million and $(0.1) million for the three months ended March 31,
2019 and 2018, respectively. These changes in fair value were substantially offset by changes in the fair value of
corresponding hedging instruments. Net gains from the sale of mortgages were $24.0 million and $27.0 million for the
three months ended March 31, 2019 and 2018, respectively, and are included in Financial Services revenues.

Derivative instruments and hedging activities

We are party to interest rate lock commitments ("IRLCs") with customers resulting from our mortgage origination
operations. At March 31, 2019 and December 31, 2018, we had aggregate IRLCs of $356.9 million and $285.0
million, respectively, which were originated at interest rates prevailing at the date of commitment. Since we can
terminate a loan commitment if the borrower does not comply with the terms of the contract, and some loan
commitments may expire without being drawn upon, these commitments do not necessarily represent future cash
requirements. We evaluate the creditworthiness of these transactions through our normal credit policies.

We hedge our exposure to interest rate market risk relating to residential mortgage loans available-for-sale and IRLCs

using forward contracts on mortgage-backed securities, which are commitments to either purchase or sell a specified
financial instrument at a specified future date for a specified price, and whole loan investor commitments, which are
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obligations of an investor to buy loans at a specified price within a specified time period. Forward contracts on
mortgage-backed securities are the predominant derivative financial instruments we use to minimize market risk
during the period from the time we extend an interest rate lock to a loan applicant until the time the loan is sold to an
investor. At March 31, 2019 and December 31, 2018, we had unexpired forward contracts of $498.0 million and
$511.0 million, respectively, and whole loan investor commitments of $146.4 million and $187.8 million,
respectively. Changes in the fair value of IRLCs and other derivative financial instruments are recognized in Financial
Services revenues, and the fair values are reflected in other assets or other liabilities, as applicable.

10
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PULTEGROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

There are no credit-risk-related contingent features within our derivative agreements, and counterparty risk is
considered minimal. Gains and losses on IRLCs and residential mortgage loans available-for-sale are substantially
offset by corresponding gains or losses on forward contracts on mortgage-backed securities and whole loan investor
commitments. We are generally not exposed to variability in cash flows of derivative instruments for more than
approximately 60 days. The fair values of derivative instruments and their locations in the Condensed Consolidated
Balance Sheets are summarized below ($000’s omitted):

March 31, 2019 December 31, 2018
Accrued and Accrued and
Other ASgEs 1 iabilitics O™ AN Liabilities
Interest rate lock commitments $11,629 $ 297 $9,196 $ 161
Forward contracts 234 4,107 315 7,229
Whole loan commitments 329 614 393 1,111
$12,192 $ 5,018 $9,904 $ 8,501

New accounting pronouncements

On January 1, 2019, we adopted Accounting Standards Update (“ASU”’) No. 2016-02, “Leases (Topic 842)” (“ASU
2016-02”) and related amendments using a modified retrospective approach with an effective date as of January 1,

2019. Prior year financial statements were not recast under the new standard and, therefore, have not been reflected as
such on our balance sheet. ASU 2016-02 requires leases with durations greater than 12 months to be recorded on the
balance sheet. We elected the package of transition practical expedients, which allowed us to carryforward our

historical assessment of (1) whether contracts are or contain leases, (2) lease classification, and (3) initial direct costs.
The adoption of ASU 2016-02 had no impact on retained earnings. See Note 8 “Leases” for additional information about
this adoption.

On January 1, 2018, we adopted ASC 606, "Revenue from Contracts with Customers", which requires revenue to be
recognized in a manner to depict the transfer of goods or services and satisfaction of performance obligations to a
customer at an amount that reflects the consideration expected to be received in exchange for those goods or services.
We applied the modified retrospective method to contracts that were not completed as of January 1, 2018. Results for
reporting periods beginning after January 1, 2018 are presented under ASC 606, while prior period amounts are not
adjusted and continue to be reported under the previous accounting standards. We recorded a net increase to opening
retained earnings of $22.4 million, net of tax, as of January 1, 2018, due to the cumulative impact of adopting ASC
606, with the impact primarily related to the recognition of contract assets for insurance brokerage commission
renewals. There was not a material impact to revenues as a result of applying ASC 606, and there were no significant
changes to our business processes, systems, or internal controls as a result of implementing the standard.

In June 2016, the Financial Accounting Standards Board ("FASB") issued ASU No. 2016-13, "Financial Instruments -
Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments”, which changes the impairment
model for most financial assets and certain other instruments from an "incurred loss" approach to a new "expected
credit loss" methodology. The standard is effective for us for annual and interim periods beginning January 1, 2020,
with early adoption permitted, and requires full retrospective application on adoption. We are currently evaluating the
impact the standard will have on our financial statements.
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In January 2017, the FASB issued ASU No. 2017-04, "Intangibles - Goodwill and Other (Topic 350): Simplifying the
Accounting for Goodwill Impairment", which removes the requirement to perform a hypothetical purchase price
allocation to measure goodwill impairment. Under the new standard, goodwill impairment will now be determined by
evaluating the amount by which a reporting unit’s carrying value exceeds its fair value, not to exceed the carrying
amount of goodwill. The standard is effective for us for annual and interim periods beginning January 1, 2020, with

early adoption permitted, and applied prospectively. We do not expect the standard to have a material impact on our
financial statements.
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