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FOR MORE THAN 55 YEARS, THE EMPLOYEES OF
PurtTe HOMES HAVE BEEN HELPING INDIVIDUALS,
COUPLES AND FAMILIES BUILD A BETTER LIFE. ToDAY,
OUR OPERATIONS SPAN 54 MARKETS THROUGHOUT THE
UNITED STATES AND OPERATE UNDER THE PULTE HOMES,
DeL WEBB AND DiVosTA HOMES BRANDS. TurOUGH OUR DEL
WEBB BRAND, WE ARE THE COUNTRY’S LEADING BUILDER OF ACTIVE ADULT COMMUNITIES
OFFERING AN UNMATCHED LIFESTYLE TO BUYERS AGE 55 AND BETTER. ALONG WITH BUILD-
ING NEARLY 450,000 HOMES IN OUR HISTORY, PULTE HOMES HAS BUILT A REPUTATION
FOR INDUSTRY-LEADING QUALITY AND CUSTOMER SATISFACTION. IN 2005, Purte HoMES
RECEIVED THE MOST AWARDS IN THE J.D. POWER AND ASSOCIATES NEw HoOME-BUILDER
CUSTOMER SATISFACTION STUDY®™, MARKING THE SIXTH-STRAIGHT YEAR PULTE ACHIEVED THIS
DISTINCTION AMONG AMERICA’S LARGEST HOMEBUILDING COMPANIES. PROVIDING SUPERIOR
CUSTOMER SERVICE AND OFFERING A VARIETY OF LOAN PRODUCTS, PULTE MORTGAGE LLC,
OUR NATIONAL MORTGAGE COMPANY, IS A NATIONWIDE LENDER AND OFFERS PULTE CUSTOMERS
A WIDE VARIETY OF LOAN PRODUCTS AND SUPERIOR CUSTOMER SERVICE. WHETHER IT’S A
FIRST-TIME BUYER OR A GROWING FAMILY, OUR COMMITMENT TO QUALITY IS REFLECTED IN
THE WAY WE BUILD HOMES, DEMONSTRATED IN THE WAY WE TREAT OUR CUSTOMERS, AND IS
EVIDENT IN THE 16,000-PLUS EMPLOYEES WHO PROVIDE CUSTOMERS WITH EXCEPTIONAL VALUE AND A

BUYING EXPERIENCE THAT EXCEEDS THEIR EXPECTATIONS.




Financial HIGHLIGHTS

($000’s omitted, except per share data) 2005 2004 2003 2002 2001¢ )
CONSOLIDATED RESULTS (b), (¢)

Revenues S 14,694,535 $11,514,476 $8,820,789 $7,275,745 $5,354,092
Income from continuing operations S 1,436,888 $ 993,573 $ 617,548 $ 442,099 $ 306,653
Net income $ 1,491,913 $ 986,541 $ 624,634 $ 453,645 $ 301,393

Per share data: (d)
Earnings per share—basic:

Continuing operations $ 5.62 $ 393  § 2.53 $ 1.83 $ 1.56

Net income S 5.84 $ 391 $ 2.56 $ 1.88 $ 1.53
Earnings per share—assuming dilution:

Continuing operations S 5.47 $ 3.82 $ 2.46 $ 1.79 $ 1.52

Net income S 5.68 $ 3.79 $ 2.48 $ 1.84 $ 1.50
Cash dividends per share S 0.13 $ 0.10 $ 0.05 $ 0.04 $ 0.04
Total assets $ 13,048,174 $10,406,897 $8,072,151 $6,872,087 $5,710,893
Senior notes and subordinated notes S 3,386,527 $ 2,861,550 $2,150,972 $1,913,268 $1,722,864
Debt-to-capital ratio 36.24% 38.75% 38.42% 40.94% 44.80%
Shareholders’ equity $ 5,957,342 $ 4,522,274 $3,448,123 $2,760,426 $2,276,665
Return on average shareholders’ equity 28.91% 25.28% 20.58% 18.18% 18.05%
Book value per share S 23.18 $ 17.68 $ 13.78 $ 11.29 $ 9.61
Number of employees 13,400 13,000 10,800 9,200 9,400
HomEBUILDING RESULTS
Revenues $ 14,528,236 $11,400,008  $8,701,661  $7,167,915  $5,274,660
Pre-tax income S 2,298,822 $ 1,635,580 $1,000,513 $ 717,931 $ 514,049
Settlements (units) 45,630 38,612 32,693 28,903 22915
Net new orders (units) (e) 47,531 40,576 34,989 30,830 22,163
Backlog (units) 17,817 15,916 13,952 10,605 8,678
Total markets, at year end 54 45 44 44 43
Active communities at year end 662 626 535 460 440
Average selling price $ 315 $ 287§ 259  $ 242 $ 225
Gross profit margin from home sales (f) 23.4% 22.6% 20.6% 19.4% 19.1%

(a) Del Webb operation were merged effective July 31, 2001.

(b) In January 2005, the Company old all of it Argentina operation . For all period reported, the Argentina operation have been pre ented a
di continued operation .

(c) In December 2005, the Company old ub tantially all of it Mexico homebuilding operation . For all period reported, the Mexico homebuilding
operation have been pre ented a di continued operation .

(d) All hare and per hare amount have been re tated to retroactively reflect the two-for-one tock plit which were di tributed to harebolder on
September 1, 2005 and January 2, 2004.

(e) Total net new order for the year ended December 31, 2003 and 2001 do not include 1,051 unit and 3,953 unit , re pectively, of acquired backlog.

(f) Homebuilding intere t expen e, which repre ent the amortization of capitalized intere t, i included a part of homebuilding co t of ale .

Revenues Income from Earnings Per Share Book Value Per Share @
(dollars in billions) Continuing Operations Assuming Dilution, from (in dollar )
- @
(dollar in million ) Cpntlnulng it
(in dollar )
— $1,437
— $5.47
— BB — $3.82
— $618 — $2.46
— $442 — $1.79
— $1.52
— $307
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LETTER TO PULTE HOMES SHAREHOLDERS, CUSTOMERS, ASSOCIATES AND BUSINESS PARTNERS:

We are pleased to report that 2005 marked another year of record
financial results and the Company’s 56th consecutive year of
profitability. In the year, we passed important milestones such
as topping $14.5 billion in consolidated revenues, delivering over
45,600 homes, generating $2.3 billion in pre-tax profits and grow-
ing per share earnings from continuing operations by 43%.

As an industry, homebuilding benefited from an expanding
economy, strong job growth and higher levels of consumer con-
fidence. That is not to say, however, that the year was without
challenges, as we faced the powerful forces of the Federal
Reserve with its campaign of rate increases and Mother Nature
with her campaign to recontour large sections of the country.
Actions by the former created uncertainty for homebuyers, while
the latter added further complexity to the systemic and market-
specific shortages of land, labor and materials.

With so much swirling around the industry, it was more
important than ever for us to remain focused on the business
fundamentals we view as critical to long-term business success:
market share expansion through segmentation, operational excel-
lence, people development and financial discipline. Initiatives
supporting these areas have been underway for a number of
years and our results continue to benefit, as year-over-year
performance showed dramatic gains:

e Earning from continuing operation 1o e 43% to $5.47 per
diluted bare

e Our book value increa ed 31% to $23.18 per hare

e Year end net-debt to total capitalization wa lowered to 29%
from 36% la t year

o We implemented our econd tock plit in the pa t two year ,
rai ed dividend by 60% and repurcha ed approximately
$143 million of tock

e Stock price appreciation plu dividend combined to deliver a
2005 annual return to hareholder of 24%
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By expanding share within our existing markets, 2005 home-
building settlement revenues totaled $14.4 billion, while closings
climbed 18% to a record 45,630 homes. Our homebuilding
results reflect the soundness of our market diversification and
customer segmentation strategy, as strong markets in the West
and Southeast offset weaker demand in select Midwest markets.
At the same time, our continued expansion of the Del Webb
brand into new cities extended our lead in serving active adult
homebuyers, the fastest growing customer segment. Pulte’s
geographic and customer diversity helped drive continued
growth, while minimizing risks associated with slowdowns in
any particular market or customer segment.

Our strong 2005 results also benefited from efforts to continu-
ously raise the bar on quality and customer satisfaction. Overall
satisfaction scores from our Customer Satisfaction Measurement
Survey (CSMS), through which we annually survey our buyers,
rose to 94%, while “repeat and referral” buyers, another impor-
tant barometer of success, totaled 43% of sales.

Overall, there is a lot to be proud of in Pulte Homes’ 2005 per-
formance, as the Company generated a 43% increase in pre-tax
dollars from continuing operations, while returns on average
invested capital and shareholders’ equity jumped to 19% and
29%, respectively. Equally important, with a contract backlog
valued at $6.3 billion and 362,615 lots under control, Pulte
Homes is in a very strong position heading into 2006—a year,
as we discuss below, that is likely to offer more opportuni-
ties...and challenges.

MORE “NORMAL” CONDITIONS

Over the course of 2005, we saw shifts in important macro
factors that can influence U.S. housing demand. Specifically,
mortgage rates rose, while job growth and consumer confidence
trended higher as the U.S. economy accelerated. Historically,
an expanding economy and increased employment, even with
higher interest rates, is positive for housing demand.
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Given these changes, our expectation is that housing demand will
remain strong, but that price appreciation will slow significantly
from the increases experienced in 2005. For planning purposes,
we do not assume price appreciation, but we certainly acknowl-
edge the benefits we have realized over the past few years from
rising home prices in key markets throughout the country. With
price increases less likely, our focus on market share expansion
through segmentation, operational excellence, people develop-
ment and financial discipline is even more important.

As a company, we continue to refine our customer segmenta-
tion model to ensure we identify opportunities with potential
buyers in all our markets. Whether this means introducing more
attached product to reach first-time buyers in Phoenix, mid-rise
construction to reach urban buyers in New Jersey or Del Webb
branded communities to reach active adults in all markets, we
have the research to position each community appropriately. In
2005, our customer mix was 25% first time, 20% first move-up,
16% second move-up and 39% active adult, while our product
mix was 28% attached and 72% detached.

In a normalized housing environment, driving greater efficiency
is critical. For us, this means continuing to implement programs
in support of operational excellence. As part of this effort, we
have talked about the need to simplify our business, from the
number of floor plans we build, to how they are designed and
the materials used in construction. Now one year into the effort,
we have a better appreciation for how challenging it can be to
change the way this industry thinks about supplying materials
and labor. Nevertheless, the need is clear and we must push
forward. After all, this is what industry leaders do; they lead.

Residential construction in the U.S. grew up around small-scale
builders delivering less than 100 homes per year. The industry
never envisioned the tens of thousands of homes built annually
by a handful of today’s mega-builders, much less the even big-
ger numbers expected in the future. It is our belief, however,
that for us to grow and efficiently manage an even larger busi-
ness requires us to do things differently. People outside the
Company tend to fixate on the cost savings implications of
simplification, and that is important, but even more critical is
that simplification can help us to get homes built on time and
to our demanding standards.

Initiatives in support of operational excellence go beyond sim-
plification, as we capture greater efficiencies in everything from
marketing and sales to construction and service. Reflective of this
effort, we drove 2005 homebuilder SG&A down to 7.7% of settle-
ment revenues. We see opportunities to do better, however, as
our 10 best performing markets average roughly $18,000 of over-
head costs per home closed, but our bottom 10 markets average
over $50,000 per home closed. Closing the gap in these numbers
can drive millions of dollars to Pulte Homes” bottom line.

We highlighted earlier that Pulte ended 2005 in a strong finan-
cial position, including a net-debt to capital ratio of 29%.
Sometimes we get chided about being “that conservative
Midwestern company” because of our commitment to a strong
balance sheet, an investment grade rating and limited exposure
to off-balance sheet financing. After more than five decades in
the business, we appreciate that conditions change. Maintaining
a strong financial base allows us to take advantage of opportu-
nities that present themselves in different environments, whether
that means investing in good land positions, buying our own
stock or acquiring another company.

Finally, in good market conditions and especially in tougher
operating environments, success always comes down to people,
and we have some of the best. Bill and T are extremely proud
of what this team accomplished in 2005, from delivering over
45,600 homes while leading the industry in customer satisfac-
tion, to donating over $1 million to help the Hurricane Katrina
recovery effort. It is this kind of passion and compassion that
drives our success.

IN CONCLUSION

It is our belief that the U.S. homebuilding industry is on the
verge of dramatic changes wherein one or two builders will
separate themselves, displaying outsized results while others lag
behind. Said another way, the rising tide of the past few years
will likely not be there to lift all the industry boats in 2006. In
this environment, we believe that our core, long-term strategies,
combined with our incredible people can ensure that Pulte
Homes continues to sail at the head of the class.

As always, we thank our customers, our shareholders, our
associates and our business partners for their support and their
help in positioning Pulte Homes for continued success.

Sincerely,

RICHARD J. DUGAS, JR.
President and Chief Executive Officer

PuLte HoMmEs
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il G
WILLIAM J. PULTE

Chairman of the Board and Founder
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A BRAND ABOVE THE REST

What do you think of when you hear names such as
Starbucks, Ritz Carlton, McDonald’s or Toyota? These
are among the most widely recognized business names
in the world and, to paraphrase the old line, their repu-
tation precedes them. Long before you step through
their doors you can anticipate the experience. When just
hearing a name sets up such a series of expectations,
you have moved beyond having a reputation to having

a brand.

Pulte Homes. Del Webb. DiVosta Homes. Though not
as globally recognized as the companies above, there
is certainly strong awareness of our operating names
that, upon hearing, can create expectations with people
in the markets where we build. Of course to some, the
idea of a homebuilding brand is almost a contradiction
in terms. People really question if a brand can exist
for a product that the average consumer buys only
once every five to seven years. Our response? If it can
exist for a $1.80 cup of coffee or $.99 hamburger, it
can certainly be developed for the single largest pur-
chase most people make. In fact, when it comes to a

home, the brand you buy should mean even more.

The bigger reality is that, whether actively promoted or
not, awareness of Pulte Homes is growing rapidly and
for obvious reasons: Pulte Homes is among the nation’s
largest homebuilders, generating 2005 consolidated rev-

enues approaching $15 billion; the Company annually

PuLte HoMmEs

page 4

invests billions of dollars across the U.S. restocking its
land inventories; Pulte Homes is a FORTUNE 200 com-
pany and a national employer operating in 27 states;
and operating under its family of brands, Pulte Homes
builds roughly one in every 25 new homes delivered
in this country. As a consequence, awareness of Pulte
Homes, both as a company and a brand name, grows
bigger every year among homebuyers, business part-
ners and the local municipalities in which we operate.
That is why we thought it appropriate to use this year’s
annual report to talk about our brands and better define
what they stand for.

As with any family, each brand, be it Pulte Homes, Del
Webb or DiVosta Homes, has its unique personality
traits, yet they operate with some common core values.
All three brands strive to meet company founder Bill
Pulte’s ideal of customer delight. According to Bill, if
you meet a buyer’s expectations they will be satisfied,
but if you can exceed their expectations throughout
the entire homebuying experience, they will be
delighted. Delighted customers happily refer others and
can become your greatest spokespeople. Achieving
this ideal requires that, from the first interaction with
a sales professional, to scheduled meetings through-
out the construction process, to building the highest
quality homes in the industry, we have to deliver our

best, every time.
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Critical to delighting the customer is building the best
home for the money in the right location. But how
does Pulte Homes determine exactly what home to
build for what buyer segment, and where best to put
it? Pulte Homes has a distinct advantage in that we are
the only national homebuilder with the stated strategy
to serve all major buyer segments: first time, first and
second move-up and active adult. In fact, through
extensive research, we have moved well beyond this
old-school industry approach and have identified 11
different buyer profiles called Target Consumer Groups
or TCGs. By understanding the unique needs of these
different TCGs, Pulte Homes can be much more pre-
cise in developing communities to meet the needs of
each buyer segment. Whether this means trendy loft
condos retrofitted into a hip urban setting or the more
traditional four-bedroom, three-bath colonial out in
the country, Pulte Homes matches the location, home
design and specification to the unique needs of its
different buyer profiles.

Knowing what and where to build only matters, how-
ever, if you have land on which to build, and that is
why Pulte controls over 360,000 lots throughout the
country. With many municipalities actively limiting
new construction and constraining land entitlements,
assembling such a powerful land pipeline says a lot
about Pulte Homes’ willingness to work in partnership
with local governments. Our decades of experience
allow us to create developments that blend gently into
the natural environment and also mesh well with the

surrounding communities.

The days of building 10 homes on a straight road have
faded in our rearview mirror. Today, creating com-
munities that are acceptable to local municipalities,
surrounding residents and future homebuyers requires
extensive planning. It is about creating a true sense of

community, where people can have a home, not just a
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house. It is strategically clustering homes so more
green space is left untouched or locating communities
closer to existing travel infrastructure. As Pulte Homes
is an Energy Star partner, it is also about maintaining
leadership in building energy-efficient homes while
employing building practices that minimize waste
materials. These are just some of the innovative ideas
that Pulte Homes employs and which you can read
more about in the Live Work Play section of our

website located at www.pulte.com.

Ultimately, the key to any brand’s success is the qual-
ity of product and service delivered, which is why a
decade ago Pulte Homes committed itself to continu-
ally raising the bar on customer satisfaction. From the
quality of homes delivered, to how customers are
treated throughout the process, Pulte Homes has
become a recognized leader in the industry. More
importantly, over the years we have built a company
culture that is focused on serving our customers and

that builds on Bill Pulte’s ideal of customer delight.

For Pulte Homes, it is about what our customers tell
us every day and not about the industry accolades.
Nonetheless, it is gratifying to have received the
most awards in the 2005 J.D. Power and Associates
New Home-Builder Customer Satisfaction Study®™,
marking the sixth straight year Pulte achieved this dis-
tinction among America’s largest homebuilding com-
panies. Pulte Homes operations were ranked highest in
16 markets—Austin, Chicago (Del Webb), Dallas/Ft.
Worth, Detroit, Ft.
Jacksonville, Las Vegas (Del Webb), Minneapolis/St.
Paul, North Inland Empire, Orlando, Palm Beach
(DiVosta), Philadelphia, Tampa Bay (DiVosta) (tie),

Tucson and Washington, D.C. (tie)—and were among

Myers/Naples, Houston,

the top three in 22 of 27 markets in which we quali-
fied. As you can tell from the names in parentheses,

satisfaction is a dominant gene across our family.
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Purte HoMEs—A TrADITION CONTINUED

Today, our Pulte Homes banner flies over hundreds of
communities in 27 states and 54 markets across the
United States. The Pulte Homes brand can and does
serve all of the Company’s 11 different TCGs, but it
is focused on serving the more traditional first time,
first move-up and second move-up buyers, or TCGs
1 through 7 in our terminology. In serving so many
different buyer groups, Pulte Homes builds a variety
of attached town home and condominium designs, as
well as offers hundreds of different detached home

floor plans around the country.

As Pulte Homes continues to use its size advantage to
acquire bigger land parcels, it is common for larger
developments to accommodate several communities
with each designed to serve a different customer seg-
ment. In fact, two of our largest developments in
Florida will serve multiple TCGs and will use the Pulte
Homes, Del Webb and DiVosta Homes brands to clearly
differentiate the product offerings. Through such multi-
TCG designs, Pulte Homes can typically offer buyers

PuLte HoMmEs
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more robust amenities, expanded lifestyle options and

outstanding value.

Based on the mix of our land pipeline, expectations
are for continued expansion of the Pulte Homes brand
into more communities as our local operations extend
their product offerings to serve additional buyer seg-
ments. We also continue to assess opportunities to
deploy the Pulte Homes brand into select new markets
in areas of the country that we believe offer exciting
growth potential. Through the industry’s strongest
land pipeline, we certainly control the critical resources

needed to continue growing our operations.

Within our culture, we always strive to live up to Bill
Pulte’s ideal of customer delight. This becomes even
more important in a business environment that appears
to be moving from euphoric to more normal condi-
tions. Simply satisfying today’s new homebuyer is not
good enough. We must always keep our focus on
exceeding the customer’s expectations as Pulte Homes

travels down the successful path started 56 years ago.
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WHERE YOUR NEXT STAGE oF LiFE BEGINS

In 2006, the oldest Baby Boomers, including such
famous names as First Lady Laura Bush, entertainer
Cher and director Steven Spielberg, will start turning 60
at a rate of roughly 7,900 people per day. The number
of people over the age of 55 will climb from approxi-
mately 69 million today to 97 million by the year 2020.
And given that the average age of a Del Webb buyer is
only 62, the Baby Boomers will not crest into our
prime buyer zone until 2017. With Baby Boomers
accounting for at least 25% of the population in every
state except Utah, this largest and wealthiest demo-
graphic in U.S. history is moving on to its next phase
of life. Del Webb, with its 45 years of experience, is

ready to welcome them.

LIFE AFTER 55, FORMERLY KNOWN AS
RETIREMENT

Since the first Sun City by Del Webb opened in
Phoenix in 1960, the Del Webb name has been syn-
onymous with incomparable communities to serve the
over-55 homebuyer looking for an active lifestyle. By
2005, the Del Webb brand had expanded beyond its
Sunbelt roots and grown to include 42 communities
open for sale in 17 states, with plans for an additional
20-plus Del Webb communities to be added in 2006.

The facilitated lifestyle available in Del Webb branded
communities is big and alive. It’s aerobics in the
morning, kayaking before lunch, 18 holes of golf in
the afternoon and an organized trip to the theater with

friends to end the evening. It's 40 different charter
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clubs ranging from woodworking and line dancing to
softball and motorcycling. It’s about retiring from your
current job to start a whole new career. In short, it’s
finally getting the chance to do all the things you
wanted to do, while you were doing all the things you
had to do.

With innovative new communities continuing to open,
the Del Webb brand will further distinguish itself as the
leader in active adult living. Life after 55, formerly
known as retirement, is taking on a new shape based
on the life’s passions of those moving into our com-
munities. Many residents are continuing to work in
existing or new careers, while others go back to school.
Central to all our communities and the lives of our
residents is the desire to remain active. Physically,
mentally, socially and philanthropically, residents
shape Del Webb communities and the offerings we
make available. As the generations have changed, so
too have the community offerings found under the Del
Webb brand.

Baby Boomers have been known for changing the
rules of the game at every stage of their lives. To make
sure we stay one step ahead, we keep in close contact
with our current and future Del Webb buyers through a
variety of market research initiatives. Recent findings
from the Del Webb Baby Boomer study revealed a
strong desire among active adults to stay connected
to urban amenities. Responding to this preference,
Pulte Homes has opened new Del Webb communities
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in large metro areas, particularly in the Northeast and
Midwest. The Del Webb brand remains unmatched in
its capacity to serve the 70% of active adults who want
a robust lifestyle but closer to where they live today, as
well as the 30% who want to retire to traditional des-
tination markets in Arizona, California, Florida, Nevada
and Texas to enjoy a variety of Del Webb communities.
All this helps explain why Del Webb outsells the near-
est active adult competitor by better than two to one.

By the end of 2006, another 20-plus Del Webb branded
communities are expected to open around the country.
Yet, for all its growth, to date we have only introduced
the Del Webb brand into roughly half the markets
where Pulte Homes operates today. The potential
remains for significant growth of the Del Webb brand

as it penetrates new markets in the future.

Pulte Homes acquired Del Webb in 2001 to accelerate
our growth and to capture a commanding position
within the active adult segment. Over that time, we
have gained appreciation for other strategic benefits
beyond Del Webb’s strong customer appeal. For exam-
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ple, even in difficult land entitlement markets, local

municipalities appreciate that active adult communities
provide significant financial, people and volunteer
resources that can benefit the entire town. At the same
time, Del Webb communities place significantly lower
demands on school, road and water infrastructures.
Overall, Del Webb communities have historically

proven to be win-win-wins for everyone involved.

Going back to Del Webb’s beginnings more than 45
years ago, Del E. Webb said, “People make the com-
munity.” We continue to facilitate the right programs,
incorporate innovative new amenities and remain
connected with our customers. The Del Webb brand is
unparalleled in the industry and we intend to capital-
ize on its strength. Over 45 years ago, the first Del
Webb community set a new standard for active adult
living. As the Baby Boomers now move to their next
stage of life, new Del Webb branded communities will
continue the tradition of offering a robust lifestyle,
innovative programs and unmatched quality. Welcome
to life after 55, formerly known as retirement.
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Buirtt Sorip

Similar to Toyota’s Lexus or Marriott’s Ritz Carlton,
Pulte Homes also maintains a specialty brand: DiVosta
Homes. Operating exclusively in Florida, the DiVosta
Homes brand embraces the fundamental values of
Pulte Homes in areas like quality, customer service and
market segmentation, but with a few design and pro-
duction techniques that make the brand unique. Since
being acquired in 1998, home closings under the DiVosta
name have doubled and the brand accounted for
approximately 5% of total company closings in 2005.
Today, the DiVosta brand serves a number of customer
segments, with an emphasis on move-up and active

adult homebuyers in markets throughout Florida.

Communities sold under the DiVosta Homes brand
commonly carry names like VillageWalk and
IslandWalk, which befit the distinctive designs that
encourage residents to explore their surroundings and
enjoy the Florida sun. Whether it’s the endless walk-
ways, extensive network of lakes or expansive town
centers, residents have countless opportunities to be
active and to make connections with neighbors. Even
large-scale communities quickly develop the warm
feel of small villages, where neighbors become friends.

Underneath the graceful lines, stucco exterior and pas-
tel colors of a DiVosta home is one tough structure.
When you operate in Florida, your homes have to be
built to withstand severe weather conditions. DiVosta’s
built solid.

With poured or block concrete walls and concrete sec-

Built Solid  building system is just that

ond-story floors, DiVosta homes are constructed to with-

stand almost anything Mother Nature throws their way.
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IN FLORIDA

A concrete structure is just part of the DiVosta Homes
building process that has been refined to a point
where home construction is completed in significantly
less time and with greater quality. Once the process
begins, task-specific teams build out an entire street
in a tightly controlled sequence to ensure that each
home is completed on time and to the highest quality
standards. This highly efficient building process results
in lower construction costs, which allows DiVosta to
offer a higher overall specification level and value to
the customer. By controlling labor and production
costs, DiVosta homes include grades of flooring, cabi-
nets and other building materials as standard features,

for which other builders have to charge extra.

This innovative building approach has proven so effi-
cient and so appreciated by customers that many of its
best practices are being integrated into other areas of
Pulte Homes. Its strategies with regard to offering a
line-up of proven all-star floor plans, a clearly defined
value equation and a highly efficient supply-chain and

construction process are being adapted and adopted.

DiVosta Homes, like its sibling brands Pulte Homes
and Del Webb, has a long tradition of success built
around a superior quality product and outstanding
customer satisfaction. Over its 4™years, the DiVosta
Homes name has established tremendous brand equity
in Florida, and plans are for it to continue to grow and

prosper in the region for many years to come.
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OUR MARKETS AND BRANDS
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© Pulte Homes @ Del Webb ® DiVosta

CLOSINGS BY CUSTOMER SEGMENT

(in percent)

Active Adult Buyer 39% — W — 25% 1st Time Buyer

2nd Move Up Buyer 16% — M Il — 20% 1st Move Up Buyer
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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(X) ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2005
OR
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PART 1
ITEM 1. BUSINESS
Pulte Homes, Inc.

Pulte Homes, Inc. is a publicly held holding company whose subsidiaries engage in the homebuilding and financial services
businesses. Pulte Homes, Inc. is a Michigan corporation and was organized in 1956. Our assets consist principally of the capital
stock of our subsidiaries and our income primarily consists of dividends from our subsidiaries. Our direct subsidiaries include
Pulte Diversified Companies, Inc., Del Webb Corporation (“Del Webb™) and other subsidiaries engaged in the homebuilding
business. Pulte Diversified Companies, Inc.’s operating subsidiaries include Pulte Home Corporation, Pulte International
Corporation (“International”) and other subsidiaries engaged in the homebuilding business. Pulte Diversified Companies, Inc.’s
non-operating thrift subsidiary, First Heights Holding Corp, LLC (“First Heights”), is classified as a discontinued operation (see
Note 3 of our Consolidated Financial Statements). We also have a mortgage banking company, Pulte Mortgage LLC (“Pulte
Mortgage”), which is a subsidiary of Pulte Home Corporation.

In December 2005, we sold substantially all of our Mexico homebuilding operations, realizing cash of $131.5 million, as
further described in Note 3 of our Consolidated Financial Statements. For 2005 and all prior periods reported, the Mexico
operations have been presented as discontinued operations.

In January 2005, we sold all of our Argentina operations, as further described in Note 3 of our Consolidated Financial
Statements. At December 31, 2004 the Argentina operations were classified as held for sale. For 2004 and 2003, the Argentina
operations have been presented as discontinued operations.

We have two reportable business segments, Homebuilding and Financial Services:

. Homebuilding, our core business, is engaged in the acquisition and development of land principally for residential
purposes within the continental United States and Puerto Rico and the construction of housing on such land targeted
for the first-time, first and second move-up, and active adult home buyers.

. The Financial Services segment consists principally of mortgage banking and title operations conducted through
Pulte Mortgage and other subsidiaries.

Financial information, including revenue, pre-tax income and total assets of each of our business segments is included in
Note 2 of our Consolidated Financial Statements.

Available Information

Our internet website address is www.pulte.com. Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current
reports on Form 8-K and amendments to those reports filed or furnished pursuant to section 13(a) or 15(d) of the Exchange Act
are available free of charge through our website as soon as reasonably practicable after we electronically file with or furnish them
to the Securities and Exchange Commission. Our code of ethics for principal officers, our corporate governance guidelines and
the charters of the Audit, Compensation, and Nominating and Governance committees of our Board of Directors, are also posted
on our website and are available in print upon request.



Homebuilding Operations

Years Ended December 31,

($000’s omitted)
2005 2004 2003 2002 2001
Homebuilding settlement revenues............. $14.370.667 $11,094,617 §$ 8482341 § 6,991,614 $ 5,145,526
Homebuilding settlement units.................... 45,630 38,612 32,693 28,903 22,915

Consistent with our strategy of serving all major customer segments: first-time, first and second move-up and active adult,
our communities offer a wide variety of home designs including single family detached, townhouses, condominiums and
duplexes at different prices and with varying levels of options and amenities. Expanding the number of customer segments
served within each of our markets has enabled us to approximately double our annual closings over the past five years to a record
45,630 homes closed in 2005. Over our 55-year history, we have delivered more than 453,000 homes throughout the United
States.

On July 31, 2001, we merged with Del Webb in a tax-free stock-for-stock transaction. This merger expanded and supported
our leadership position. In particular, we believe the merger strengthened our position among active adult (age 55 and older)
homebuyers, added important strategic land positions, provided operational savings from economies of scale, bolstered our
purchasing leverage, and enhanced our overall competitive position. In accordance with our operational strategy, we continue to
evaluate available strategic acquisition opportunities that are consistent with our long-range goals.

As of December 31, 2005, our Homebuilding operations offered homes for sale in 662 communities at sales prices ranging
from $62,000 to $2.4 million. Sales prices of homes currently offered for sale in 66% of our communities fall within the range of
$100,000 to $350,000 with a 2005 average unit selling price of $315,000, compared with $287,000 in 2004, $259,000 in 2003,
$242,000 in 2002, and $225,000 in 2001. Sales of single-family detached homes, as a percentage of total unit sales, decreased to
72% in 2005, from 80% in 2004, 83% in 2003, 86% in 2002, and 82% in 2001. This trend can be attributed to an increase in
sales of townhouses, condominiums and duplexes, which are most popular among our first-time and active adult homebuyers.
Our Homebuilding operations are geographically diverse and, as a result, better insulate us from demand changes in individual
markets. As of December 31, 2005, our Homebuilding business operated in 54 markets spanning 27 states, with 17,817 units in
backlog valued at approximately $6.3 billion.

Land acquisition and development

We select locations for development of homebuilding communities after completing extensive market research, enabling us
to match the location and product offering with our targeted consumer group. We consider factors such as proximity to
developed areas, population and job growth patterns and, if applicable, estimated development costs. We historically have
managed the risk of controlling our land positions through use of option contracts and outright acquisition. We typically control
land with the intent to complete sales of housing units within 24 to 36 months from the date of opening a community, except in
the case of certain Del Webb active adult developments and other selected large projects for which the completion of community
build out requires a longer time period due to typically larger project sizes. As a result, land is generally purchased after it is
properly zoned and developed or is ready for development. In addition, we dispose of owned land not required in the business
through sales to appropriate end users. Where we develop land, we engage directly in many phases of the development process,
including land and site planning, obtaining environmental and other regulatory approvals, as well as constructing roads, sewers,
water and drainage facilities and other amenities. We use our staff and the services of independent engineers and consultants for
land development activities. Land development work is performed primarily by independent contractors and local government
authorities who construct sewer and water systems in some areas. At December 31, 2005, we controlled approximately 363,000
lots, of which 174,000 were owned and 189,000 were under option agreements.



Homebuilding Operations (continued)

Sales and marketing

We are dedicated to improving the quality and value of our homes through innovative proprietary architectural and
community designs and state-of-the-art customer marketing techniques. Analyzing various qualitative and quantitative data
obtained through extensive market research, we segment our potential customers into well-defined buyer profiles. Segmentation
analysis provides a method for understanding the business opportunities and risks across the full spectrum of consumer groups in
each market. Once the demands of potential buyers are understood, we link our home design and community development efforts
to the specific lifestyle of each targeted consumer group.

To meet the demands of our various customers, we have established a solid design expertise for a wide array of product lines.
We believe that we are an innovator in the design of our homes and we view design capacity as an integral aspect of our
marketing strategy. Our in-house architectural services teams and management, supplemented by outside consultants, are
successful in creating distinctive design features, both in exterior facades and interior options and features. In certain markets our
strategy is to offer “the complete house” in which all features shown in the home are included in the sales price. Standard
features typically offered include vaulted ceilings, appliances, and a variety of available flooring and carpet.

Typically, our sales teams, together with outside sales brokers, are responsible for guiding the customer through the sales
process. We are committed to industry-leading customer service through a variety of quality initiatives, including the customer
care program, which ensures that homeowners are comfortable at every stage of the building process. Using a seven-step,
interactive process, homeowners are kept informed during their homebuilding and home owning experience. The steps include
(1) a pre-construction meeting with the superintendent; (2) pre-dry wall frame walk; (3) quality assurance inspection; (4) first
homeowner orientation; (5) 30-day follow-up after the close of the home; (6) three-month follow-up; and (7) an 11-month quality
list after the close of the home. Fully furnished and landscaped model homes are used to showcase our homes and their
distinctive design features. We have great success with the first-time buyer in the low to moderate price range; in such cases,
financing under United States Government-insured and guaranteed programs is often used and is facilitated through our mortgage
company. We also enjoy strong sales to the move-up buyer and, in certain markets, offer semi-custom homes in higher price
ranges.

Through our Del Webb brand, we are better able to address the needs of active adults, among the fastest growing
homebuying segments. We offer both destination communities and “in place” communities, for those buyers who prefer to
remain in their current geographic area. These communities, with highly amenitized products such as golf courses, recreational
centers and educational classes, offer the active adult buyer many options to maintain an active lifestyle.

We have received recognition and awards as a result of our achievements as a homebuilder. In March 2005, Pulte was
named as a Top-Ranked Homebuilder in BusinessWeek’s List of 50 Best Performers among the S&P 500, coming in at number
12. In April 2005, we were ranked 181 on the Fortune 500 List. Additionally, in May 2005 we were named to the Fortune
Magazine List of Most Desirable MBA Employers for 2005. In July 2005, we also made our first appearance on the Fortune 40
List of “Best Stocks to Buy Now”.

In addition, our Austin, Chicago, Dallas/Ft. Worth, Detroit, Ft. Myers/Naples, Houston, Jacksonville, Las Vegas,
Minneapolis/St. Paul, North Inland Empire, Orlando, Palm Beach, Philadelphia, Tampa Bay, Tucson, and Washington, D.C.
markets were recognized for ranking the highest in their markets in a national customer satisfaction study. Eight of our markets
came in second place, while three obtained third place positions. The survey of thirty U.S. markets (with Pulte presence in
twenty-seven of those markets) noted customer service, home readiness at the time of closing, and the company’s sales staff as
the three factors that most heavily influenced the customer’s overall level of satisfaction. Developing the Pulte Homes brand and
leveraging the strength of the “DiVosta,” “Del Webb” and “Sun City” tradenames helps to distinguish our communities from the
competition, and can often be rewarded with the advantages of additional sales pace, choice community locations, and reduced
overall customer acquisition costs.

Our Homeowner for Life™ philosophy has increased our business from those who have previously owned a Pulte home or
have been referred by a Pulte homeowner by ensuring a positive home buying and home owning experience. We introduce our
homes to prospective buyers through a variety of media advertising, illustrated brochures, Internet listings and link placements,
and other advertising displays. In addition, our websites, www.pulte.com, www.delwebb.com, www.divosta.com, and
www.espanol.pulte.com provide tools to help users find a home that meets their needs, investigate financing alternatives,
communicate moving plans, maintain a home, learn more about us and communicate directly with us. Approximately 5.1 million
potential customers visited our websites during 2005.



Homebuilding Operations (continued)
Construction

The construction process for our homes begins with the in-house design of the homes we sell. The building phase is
conducted under the supervision of our on-site construction superintendents. The construction work is usually performed by
independent contractors under contracts that, in many instances, cover both labor and materials on a fixed-price basis. We
believe that Pulte Preferred Partnerships (P*), an extension of our quality assurance program, continues to establish new standards
for contractor relations. Using a selective process, we have teamed up with what we believe are premier contractors and suppliers
to improve all aspects of the land development and house construction processes.

We maintain efficient construction operations by using standard materials and components from a variety of sources and,
when possible, by building on contiguous lots. To minimize the effects of changes in construction costs, the contracting and
purchasing of building supplies and materials generally is negotiated at or near the time when related sales contracts are signed.
In addition, we leverage our size by actively negotiating our materials needs on a national or regional basis to minimize
production component cost. We are also working to establish a more integrated system that can effectively link suppliers,
contractors and the production schedule through various strategic business partnerships and e-business initiatives.

We cannot determine the extent to which necessary building materials will be available at reasonable prices in the future and
have, on occasion, experienced shortages of skilled labor in certain trades and of building materials in some markets.

Competition and other factors

Our operations are subject to building, environmental and other regulations of various federal, state, and local governing
authorities. For our homes to qualify for Federal Housing Administration (“FHA”) or Veterans Administration (“VA”)
mortgages, we must satisfy valuation standards and site, material and construction requirements of those agencies. Our
compliance with federal, state, and local laws relating to protection of the environment has had, to date, no material effect upon
capital expenditures, earnings or competitive position. More stringent requirements could be imposed in the future on
homebuilders and developers, thereby increasing the cost of compliance.

Our dedication to customer satisfaction is evidenced by our consumer and value-based brand approach to product
development, and is something that we believe distinguishes us in the homebuilding industry and contributes to our long-term
competitive advantage. The housing industry in the United States, however, is highly competitive. In each of our market areas,
there are numerous homebuilders with which we compete. We also compete with the resales of existing house inventory. Any
provider of housing units, for-sale or to rent, including apartment builders, may be considered a competitor. Conversion of
apartments to condominiums further provides certain segments of the population an alternative to traditional housing, as does
manufactured housing. We compete primarily on the basis of price, reputation, design, location and quality of our homes. The
housing industry is affected by a number of economic and other factors including: (1) significant national and world events,
which impact consumer confidence; (2) changes in the costs of building materials and labor; (3) changes in interest rates; (4)
changes in other costs associated with home ownership, such as property taxes and energy costs; (5) various demographic factors;
(6) changes in federal income tax laws; (7) changes in government mortgage financing programs, and (8) availability of sufficient
mortgage capacity. In addition to these factors, our business and operations could be affected by shifts in demand for new homes.

Financial Services Operations

We conduct our financial services business, which includes mortgage and title operations, through Pulte Mortgage and other

subsidiaries. Our mortgage bank arranges financing through the origination of mortgage loans primarily for the benefit of our
homebuyers, but also services the general public. We also engage in the sale of such loans and the related servicing rights. We
are a lender approved by the FHA and VA and are a seller/servicer approved by Government National Mortgage Association
(“GNMA”), Federal National Mortgage Association (“FNMA”), Federal Home Loan Mortgage Corporation (“FHLMC”) and
other investors. In our conventional mortgage lending activities we follow underwriting guidelines established by FNMA,
FHLMC, and private investors.
Our mortgage underwriting, processing and closing functions are centralized in Denver, Colorado and Charlotte, North Carolina
using a mortgage operations center (“MOC”) concept. We also use a centralized telephone loan officer concept where loan
officers are centrally located at mortgage application centers (“MAC”) in Denver and Charlotte. Our sales representatives, who
are the mortgage customers’ main contact, forward the loan applications to a MAC loan counselor who calls the customer to
complete the loan application and then forwards it to the MOC for processing. We believe both the MOC and the MAC improve
the speed and efficiency of our mortgage operations, thereby improving our profitability and allowing us to focus on creating
attractive mortgage financing opportunities for our customers.

In originating mortgage loans, we initially use our own funds and borrowings made available to us through various credit
arrangements. Subsequently, we sell such mortgage loans and mortgage-backed securities to outside investors.
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Financial Services Operations (continued)

Our capture rate for the years ended December 31, 2005, 2004, and 2003 was approximately 89%, 88%, and 83%,
respectively. Our capture rate represents loan originations from our homebuilding business as a percent of total loan
opportunities, excluding cash settlements, from our homebuilding business. During the years ended December 31, 2005, 2004,
and 2003, we originated mortgage loans for approximately 75%, 72%, and 65%, respectively, of the homes we sold. Such
originations represented 98%, 92%, and 83%, respectively, of our total originations.

We sell our servicing rights on a flow basis through fixed price servicing sales contracts to reduce the risks inherent in
servicing loans. This strategy results in owning the servicing rights for only a short period of time, generally less than four
months after the loan is originated, which substantially reduces the risk of impairment with respect to the fair value of these
reported assets. The servicing sales contracts provide for the reimbursement of payments made when loans prepay within
specified periods of time, usually 90 days after sale or securitization.

The mortgage industry in the United States is highly competitive. We compete with other mortgage companies and financial
institutions to provide attractive mortgage financing to both our homebuyers and to the general public. The Internet is also an
important resource for homebuyers in obtaining financing as a number of companies provide online approval for their customers.
These Internet-based mortgage companies may also be considered competitors.

In originating and servicing mortgage loans, we are subject to rules and regulations of the FHA, VA, GNMA, FNMA and
FHLMC. In addition to being affected by changes in these programs, our mortgage banking business is also affected by several
of the same factors that impact our homebuilding business.

Financial Information About Geographic Areas

We currently operate primarily within the United States and have some non-operating foreign entities, which are
insignificant to our consolidated financial results.

Discontinued operations
Mexico Homebuilding Operations

In January 2005, the minority shareholders of Pulte Mexico S. de R.L. de C.V. (“Pulte Mexico”) exercised a put option under
the terms of a reorganization agreement dated as of December 31, 2001, to sell their shares to us, the consummation of which
resulted in our owning 100% of Pulte Mexico. In March 2005, we purchased 60% of the minority interest of Pulte Mexico for
approximately $18.7 million in cash. In June 2005, we purchased the remaining 40% of the minority interest of Pulte Mexico for
approximately $12.5 million in cash.

In December 2005, we sold substantially all of our Mexico homebuilding operations to a consortium of purchasers involved
in residential and commercial real estate development. The disposition of the Mexico homebuilding operations will enable us to
invest additional resources in the U.S. housing market. We realized cash of $131.5 million related to the sale. The sale of these
operations did not include our investment in the capital stock of a mortgage company in Mexico as well as various non-operating
entities. For the year ended December 31, 2005, we recognized a pre-tax loss of $6.6 million (after-tax loss of $13.1 million)
related to the sale of our Mexico homebuilding operations. For 2005 and all periods reported, the Mexico homebuilding
operations have been presented as discontinued operations in our Consolidated Financial Statements. Previously, the Mexico
homebuilding operations were included in the Homebuilding segment.



Discontinued operations (continued)
Argentina

In January 2005, we sold all of our Argentina operations to an Argentine company involved in residential and commercial
real estate development. The disposition of these operations was the chosen action to improve our overall returns. At December
31, 2004 the Argentina operations were classified as held for sale. For 2004 and 2003, the Argentina operations have been
presented as discontinued operations in our Consolidated Financial Statements.

First Heights

During the first quarter of 1994, we adopted a plan of disposal for First Heights and announced our strategy to exit the thrift
industry and increase our focus on housing and related mortgage banking. First Heights sold all but one of its 32 bank branches
and related deposits to two unrelated purchasers. The sale was substantially completed during the fourth quarter of 1994.
Although we expected to complete the plan of disposal within a reasonable period of time, contractual disputes precluded us from
completing the disposal in accordance with our original plan.

In August 2005, the United States Court of Appeals affirmed the United States Court of Federal Claims final judgment that
we had been damaged by approximately $48.7 million as a result of the United States government’s breach of contract in
connection with the enactment of Section 13224 of the Omnibus Budget Reconciliation Act of 1993. In December 2005, we
received payment of the judgment in the amount of $48.7 million, which was recorded as income from discontinued operations.

In September 2005, First Heights received notice confirming the voluntary dissolution of the First Heights Bank. The Office
of Thrift Supervision also canceled First Heights’ charter. Accordingly, the day-to-day activities of First Heights, which had been
principally devoted to supporting residual regulatory compliance matters and the litigation with the United States government,
have now ceased.

Other non-operating

Other non-operating is comprised primarily of Pulte Homes, Inc. and Pulte Diversified Companies, Inc., both of which are
holding companies. The primary purpose of these entities is to support the operations of our subsidiaries by acting as the internal
source of financing, developing and implementing strategic initiatives centered around new business development and operating
efficiencies. Business development activities include the pursuit of additional opportunities as well as the development of
innovative building components and processes. Other non-operating also includes the activities associated with supporting a
publicly traded entity listed on the New York Stock Exchange.

Other non-operating assets include equity investments in subsidiaries, short-term financial instruments and affiliate advances.
Liabilities include senior and subordinated debt and income taxes. Other non-operating revenues consist primarily of investment
earnings of excess funds, while expenses include costs associated with supporting a publicly traded company and its subsidiaries’
operations, and investigating strategic initiatives.

Organization/Employees

All subsidiaries and operating units operate independently with respect to daily operations. Homebuilding real estate
purchases and other significant homebuilding, mortgage banking, financing activities and similar operating decisions must be
approved by the business unit and/or corporate senior management.

At December 31, 2005, we employed approximately 13,400 people. Our employees are not represented by any union.
Contracted work, however, may be performed by union contractors. Homebuilding and mortgage banking management
personnel are paid performance bonuses and incentive compensation. Performance bonuses are based on individual performance
while incentive compensation is based on the performance of the applicable business unit or subsidiary. Our corporate
management personnel are paid incentive compensation based on our overall performance. Each subsidiary is given autonomy
regarding employment of personnel, although our senior corporate management acts in an advisory capacity in the employment
of subsidiary officers. We consider our employee and contractor relations to be satisfactory.



ITEM 1A. RISK FACTORS

Discussion of our business and operations included in this annual report on Form 10-K should be read together with the risk
factors set forth below. They describe various risks and uncertainties to which we are, or may become subject. These risks and
uncertainties, together with other factors described elsewhere in this report, have the potential to affect our business, financial
condition, results of operations, cash flows, strategies or prospects in a material and adverse manner.

Downward changes in general economic, real estate construction or other business conditions could adversely affect our
business or our financial results.

The residential homebuilding industry is sensitive to changes in economic conditions and other factors, such as the level of
employment, consumer confidence, consumer income, availability of financing and interest rate levels. Adverse changes in any
of these conditions generally, or in the markets where we operate, could decrease demand and pricing for new homes in these
areas or result in customer cancellations of pending contracts, which could adversely affect the number of home deliveries we
make or reduce the prices we can charge for homes, either of which could result in a decrease in our revenues and earnings.

The homebuilding industry has not experienced an economic down cycle in a number of years, which may have resulted in an
overvaluation of land and new homes.

Although the homebuilding business historically has been cyclical, it has not undergone an economic down cycle in a
number of years. Further, in recent years, land and home prices rose significantly in many of our markets. This has led some
people to assert that the prices of land, new homes and the stock prices of homebuilding companies may be inflated and may
decline if the demand for land and new homes weakens. A decline in the prices for land and new homes could adversely affect
both our revenues and margins. A decline in our stock price could make raising capital through stock issuances more difficult
and expensive.

Future increases in interest rates, reductions in mortgage availability or increases in the effective costs of owning a home
could prevent potential customers from buying our homes and adversely affect our business or our financial results.

Most of our customers finance their home purchases through our mortgage bank. Interest rates have been at historical lows
for several years. Many homebuyers have also chosen adjustable rate, interest only or mortgages that involve initial lower
monthly payments. As a result, new homes have been more affordable. Increases in interest rates or decreases in availability of
mortgage financing, however, could reduce the market for new homes. Potential homebuyers may be less willing or able to pay
the increased monthly costs or to obtain mortgage financing that exposes them to interest rate changes. Lenders may increase the
qualifications needed for mortgages or adjust their terms to address any increased credit risk. Even if potential customers do not
need financing, changes in interest rates and mortgage availability could make it harder for them to sell their current homes to
potential buyers who need financing. These factors could adversely affect the sales or pricing of our homes and could also reduce
the volume or margins in our financial services business. Our financial services business could be impacted to the extent we are
unable to match interest rates and amounts on loans we have committed to originate through the various hedging strategies we
employ.

In addition, we believe that the availability of FHA and VA mortgage financing is an important factor in marketing some of
our homes. We also believe that the liquidity provided by Fannie Mae and Freddie Mac to the mortgage industry is important to
the housing market. However, the federal government has recently sought to reduce the size of the home-loan portfolios and
operations of these two government-sponsored enterprises. Any limitations or restrictions on the availability of the financing or
on the liquidity by them could adversely affect interest rates, mortgage financing and our sales of new homes and mortgage loans.

Our future growth may require additional capital, which may not be available.

Our operations require significant amounts of cash. We may be required to seek additional capital, whether from sales of
equity or debt or additional bank borrowings, for the future growth and development of our business. We can give no assurance
as to the availability of such additional capital or, if available, whether it would be on terms acceptable to us. Moreover, the
indentures for most of our outstanding public debt and the covenants of our revolving credit facility contain provisions that may
restrict the debt we may incur in the future. If we are not successful in obtaining sufficient capital, it could reduce our sales and
may adversely affect our future growth and financial results.



Competition for homebuyers could reduce our deliveries or decrease our profitability.

The housing industry in the United States is highly competitive. We compete primarily on the basis of price, reputation,
design, location and quality of our homes. We compete in each of our markets with numerous national, regional and local
homebuilders. This competition with other homebuilders could reduce the number of homes we deliver, or cause us to accept
reduced margins in order to maintain sales volume.

We also compete with resales of existing used or foreclosed homes, housing speculators and available rental housing.
Increased competitive conditions in the residential resale or rental market in the regions where we operate could decrease demand
for new homes and increase cancellations of sales contracts in backlog.

Our success depends on our ability to acquire land suitable for residential homebuilding at reasonable prices, in accordance
with our land investment criteria.

The homebuilding industry is highly competitive for suitable land. The availability of finished and partially finished
developed lots and undeveloped land for purchase that meet our internal criteria depends on a number of factors outside our
control, including land availability in general, competition with other homebuilders and land buyers for desirable property,
inflation in land prices, and zoning, allowable housing density and other regulatory requirements. Should suitable lots or land
become less available, the number of homes we may be able to build and sell could be reduced, and the cost of land could be
increased, perhaps substantially, which could adversely impact our results of operations.

Our long-term ability to build homes depends on our acquiring land suitable for residential building at reasonable prices in
locations where we want to build. Over the past few years, we have experienced an increase in competition for suitable land as a
result of land constraints in many of our markets. As competition for suitable land increases, and as available land is developed,
the cost of acquiring suitable remaining land could rise, and the availability of suitable land at acceptable prices may decline.
Any land shortages or any decrease in the supply of suitable land at reasonable prices could limit our ability to develop new
communities or result in increased land costs. We may not be able to pass through to our customers any increased land costs,
which could adversely impact our revenues, earnings, and margins.

Supply shortages and other risks related to the demand for skilled labor and building materials could increase costs and delay
deliveries.

The homebuilding industry is highly competitive for skilled labor and materials. Increased costs or shortages of skilled labor
and/or lumber, framing, concrete, steel and other building materials could cause increases in construction costs and construction
delays. We generally are unable to pass on increases in construction costs to those customers who have already entered into sale
contracts, as those sales contracts generally fix the price of the home at the time the contract is signed, which may be well in
advance of the construction of the home. Sustained increases in construction costs may, over time, erode our margins, and
pricing competition for materials and labor may restrict our ability to pass on any additional costs, thereby decreasing our
margins.

Government regulations could increase the cost and limit the availability of our development and homebuilding projects or
affect our related financial services operations and adversely affect our business or financial results.

Our operations are subject to building, environmental and other regulations of various federal, state, and local governing
authorities. For our homes to qualify for FHA or VA mortgages, we must satisfy valuation standards and site, material and
construction requirements of those agencies. Our compliance with federal, state, and local laws relating to protection of the
environment has had, to date, no material effect upon capital expenditures, earnings or competitive position. More stringent
requirements could be imposed in the future on homebuilders and developers, thereby increasing the cost of compliance.

New housing developments may be subject to various assessments for schools, parks, streets and other public improvements.
These can cause an increase in the effective prices for our homes. In addition, increases in property tax rates by local
governmental authorities, as recently experienced in response to reduced federal and state funding, can adversely affect the ability
of potential customers to obtain financing or their desire to purchase new homes.
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Government regulations could increase the cost and limit the availability of our development and homebuilding projects or
affect our related financial services operations and adversely affect our business or financial results. (continued)

We also are subject to a variety of local, state and federal laws and regulations concerning protection of health, safety and the
environment. The impact of environmental laws varies depending upon the prior uses of the building site or adjoining properties
and may be greater in areas with less supply where undeveloped land or desirable alternatives are less available. These matters
may result in delays, may cause us to incur substantial compliance, remediation and other costs, and can prohibit or severely
restrict development and homebuilding activity in environmentally sensitive regions or areas.

Our financial services operations are also subject to numerous federal, state and local laws and regulations. These include
eligibility requirements for participation in federal loan programs and compliance with consumer lending and similar
requirements such as disclosure requirements, prohibitions against discrimination and real estate settlement procedures. They
may also subject our operations to examination by applicable agencies. These may limit our ability to provide mortgage
financing or title services to potential purchasers of our homes.

Homebuilding is subject to warranty and liability claims in the ordinary course of business that can be significant.

As a homebuilder, we are subject to home warranty and construction defect claims arising in the ordinary course of business.
We record warranty and other reserves for the homes we sell based on historical experience in our markets and our judgment of
the qualitative risks associated with the types of homes built. We have, and require the majority of our subcontractors to have,
general liability, property, errors and omissions, workers compensations and other business insurance. These insurance policies
protect us against a portion of our risk of loss from claims, subject to certain self-insured retentions, deductibles, and other
coverage limits. Through our captive insurance subsidiaries, we reserve for costs to cover our self-insured and deductible
amounts under these policies and for any costs of claims and lawsuits, based on an analysis of our historical claims, which
includes an estimate of claims incurred but not yet reported. Because of the uncertainties inherent to these matters, we cannot
provide assurance that our insurance coverage, our subcontractor arrangements and our reserves will be adequate to address all
our warranty and construction defect claims in the future. Contractual indemnities can be difficult to enforce, we may be
responsible for applicable self-insured retentions and some types of claims may not be covered by insurance or may exceed
applicable coverage limits. Additionally, the coverage offered by and the availability of general liability insurance for
construction defects are currently limited and costly. We have responded to the recent increases in insurance costs and coverage
limitations by increasing our self-insured retentions and claim reserves. There can be no assurance that coverage will not be
further restricted and become more costly.

Natural disasters and severe weather conditions could delay deliveries, increase costs and decrease demand for new homes in
affected areas.

Our homebuilding operations are located in many areas that are subject to natural disasters and severe weather. The
occurrence of natural disasters or severe weather conditions can delay new home deliveries, increase costs by damaging
inventories, reduce the availability of materials and negatively impact the demand for new homes in affected areas. Furthermore,
if our insurance does not fully cover business interruptions or losses resulting from these events, our earnings, liquidity or capital
resources could be adversely affected.

Inflation may result in increased costs that we may not be able to recoup if demand declines.

Inflation can have a long-term impact on us because increasing costs of land, materials and labor may require us to increase
the sales prices of homes in order to maintain satisfactory margins. However, inflation is often accompanied by higher interest
rates, which have a negative impact on housing demand, in which case we may not be able to raise home prices sufficiently to
keep up with the rate of inflation and our margins could decrease.

Future terrorist attacks against the United States or increased domestic and international instability could have an adverse
effect on our operations.

A future terrorist attack against the United States could cause a sharp decrease in the number of new contracts signed for
homes and an increase in the cancellation of existing contracts. Accordingly, adverse developments in the war on terrorism,
future terrorist attacks against the United States, or increased domestic and international instability could adversely affect our
business.
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ITEM 1B. UNRESOLVED STAFF COMMENTS

This Item is not applicable.

ITEM 2. PROPERTIES

Our homebuilding and corporate headquarters are located at 100 Bloomfield Hills Parkway, Bloomfield Hills, Michigan
48304, where we lease 90,828 square feet of office space. We lease 54,380 square feet of office space at 1230 West Washington
Street, Tempe, Arizona 85281 for certain corporate and business services. Pulte Mortgage’s offices are located at 7475 South
Joliet Street, Englewood, Colorado 80112, 99 Inverness Drive East, Englewood, Colorado 80112, and 12300 East Arapahoe
Road, Centennial, Colorado 80112. We lease approximately 61,436 square feet, 24,400 square feet and 43,050 square feet,
respectively, of office space at these locations. In 2005, Pulte Mortgage leased 31,803 square feet of office space at 3700 Arco
Corporate Drive, Charlotte, North Carolina 28273. Our homebuilding markets and mortgage branch operations generally lease
office space for their day-to-day operations.

Because of the nature of our homebuilding operations, significant amounts of property are held as inventory in the ordinary
course of our homebuilding business. Such properties are not included in response to this Item.

ITEM 3. LEGAL PROCEEDINGS

We are involved in various litigation incidental to our continuing business operations. We believe that none of this litigation
will have a material adverse impact on our results of operations, financial position or cash flows.

Storm Water Discharge Practices

In April 2004, we received a request for information from the United States Environmental Protection Agency (“EPA”)
pursuant to Section 308 of the Clean Water Act. The request seeks information about storm water discharge practices in
connection with homebuilding projects completed or underway by us. We have provided the EPA with this information.
Although the matter has since been referred to the United States Department of Justice (“DOJ”) for enforcement, the EPA has
asked that we engage in “pre-filing” negotiations to resolve the matter short of litigation. We are actively engaged in these
negotiations. If the negotiations fail and the DOJ alleges that we have violated regulatory requirements applicable to storm water
discharges, the government may seek injunctive relief and penalties. We believe that we have defenses to any such allegations.
At this time, however, we can neither predict the outcome of this inquiry, nor can we currently estimate the costs that may be
associated with its eventual resolution.

First Heights-related litigation

We were a party to a lawsuit relating to First Heights’ 1988 acquisition from the Federal Savings and Loan Insurance
Corporation (“FSLIC”) and First Heights’ ownership of five failed Texas thrifts. The lawsuit was filed on December 26, 1996, in
the United States Court of Federal Claims (Washington, D.C.) by Pulte Homes, Inc., Pulte Diversified Companies, Inc. and First
Heights (collectively, “the Pulte Parties”) against the United States. We asserted breach of contract on the part of the United
States in connection with the enactment of Section 13224 of the Omnibus Budget Reconciliation Act of 1993 (“OBRA”). That
provision repealed portions of the tax benefits that we claim we were entitled to under the contract to acquire the failed Texas
thrifts. We also asserted other claims concerning the contract, including that the United States (through the FDIC as receiver)
improperly attempted to amend the failed thrifts’ pre-acquisition tax returns and that this attempt was made in an effort to deprive
us of tax benefits for which they had contracted.

On August 17, 2001, the United States Court of Federal Claims ruled that the United States government was liable to us for
breach of contract by enacting Section 13224 of OBRA. In September 2003, the United States Court of Federal Claims issued
final judgment that we had been damaged by approximately $48.7 million as a result of the United States government’s breach of
contract with us. The United States government and we appealed the final judgment to the United States Court of Appeals for the
Federal Circuit in October 2003.

In August 2005, the Appeals Court affirmed the United States Court of Federal Claims judgment, in its entirety. In
December 2005, we received payment of the judgment in the amount of $48.7 million, which was recorded as income from
discontinued operations.

12



ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
This Item is not applicable.
ITEM 4A. EXECUTIVE OFFICERS OF THE REGISTRANT

Set forth below is certain information with respect to our executive officers.
Year Became

Name Age Position An Officer
William J. Pulte 73 Chairman of the Board 1956
Richard J. Dugas, Jr. 40 President and Chief Executive Officer 2002
Steven C. Petruska 47 Executive Vice President and Chief Operating Officer 2004
Roger A. Cregg 49 Executive Vice President and Chief Financial Officer 1997
James R. Ellinghausen 47 Senior Vice President, Human Resources 2005
Peter J. Keane 40 Senior Vice President, Operations 2006
Steven M. Cook 47 Vice President, General Counsel and Secretary 2006
Vincent J. Frees 55 Vice President and Controller 1995
Gregory M. Nelson 50 Vice President and Assistant Secretary 1993
Bruce E. Robinson 44 Vice President and Treasurer 1998

The following is a brief account of the business experience of each officer during the past five years:

Mr. Pulte was appointed Chairman of the Board in December 2001. He has also served as Chairman of the Executive Committee
of the Board of Directors since January 1999.

Mr. Dugas was appointed President and Chief Executive Officer in July 2003. Prior to that date, he served as Executive Vice
President and Chief Operating Officer. He was appointed Chief Operating Officer in May 2002 and Executive Vice President in
December 2002. Since 1994, he has served in a variety of management positions. Most recently, he was Coastal Region
President with responsibility for our Georgia, North Carolina, South Carolina, and Tennessee operations.

Mr. Petruska was appointed Executive Vice President and Chief Operating Officer in January 2004. Since joining our company
in 1984, he has held a number of management positions. Most recently, he was the President for both the Arizona Area and
Nevada Area operations.

Mr. Cregg was appointed Executive Vice President in May 2003 and was named Chief Financial Officer effective January 1998.
Mr. Ellinghausen was appointed Senior Vice President, Human Resources, in April 2005. He most recently held the position of
Head of Human Resources for Bristol Meyers Squibb’s Worldwide Businesses and was employed by Bristol Meyers Squibb
since 1997.

Mr. Keane was appointed Senior Vice President, Operations, in January 2006. He joined Pulte in 1993 and has served in a
variety of management positions, mostly in the Midwest region. Most recently, he was the President of the Great Lakes Area.

Mr. Cook was appointed Vice President, General Counsel and Secretary in February 2006. He most recently held the position of
Vice President and Deputy General Counsel, Corporate, at Sears Holdings Corporation and was employed by Sears, Roebuck,
and Co. since 1996.

Mr. Frees has been Vice President and Controller since May 1995.

Mr. Nelson has been Vice President and Assistant Secretary since August 1993.

Mr. Robinson has been Vice President and Treasurer since July 1998.

There is no family relationship between any of the officers. Each officer serves at the pleasure of the Board of Directors.
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PARTII

ITEM 5. MARKET FOR THE REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND

ISSUER PURCHASES OF EQUITY SECURITIES

Our common shares are listed on the New York Stock Exchange (Symbol: PHM).
Related Stockholder Matters

The table below, which has been adjusted to retroactively reflect our two-for-one stock spl

indicated, the range of high and low closing prices and cash dividends declared per share.

it announced July 27, 2005 and
effected September 1, 2005, to the shareholders of record as of August 15, 2005, and sets forth, for the quarterly periods

2005 2004
Declared Declared
High Low Dividends High Low  Dividends
1st Quarter $39.69 $30.07 $.025 $29.08 $20.00 $.025
2nd Quarter 42.89 33.74 .025 28.25 22.38 .025
3rd Quarter 47.83 41.36 .040 32.04 24.44 .025
4th Quarter 43.16 35.15 .040 32.50 23.73 .025

At December 31, 2005, there were 2,472 shareholders of record.

Issuer Purchases of Equity Securities (1)

©

Total number of

(d)
Approximate dollar
value of shares
that may yet be

(a) (b) shares purchased purchased under
Total Number Average as part of publicly the plans or
of shares price paid announced plans programs
purchased (2) per share (2) or programs ($000’s omitted)
November 2, 2005 to November 23, 2005 1,455,500 $38.32 1,455,500 $ 65,920
December 1, 2005 to December 30, 2005 1,121,500 $41.37 1.121.500 $ 19,519 (1)
Total 2,577,000 (3) $39.65 2,577,000

(1) Pursuant to the two $100 million stock repurchase programs authorized by our Board of Directors in October 2002 and 2005
(for a total stock repurchase authorization of $200 million), the Company has repurchased a total of 6,120,800 shares for

$180.5 million. At December 31, 2005, the Company had remaining authorization to purchase common stock aggregating
$19.5 million.

In February 2006, the Company’s Board of Directors approved an increase to the Company’s stock repurchase authorization
for an additional $200 million in open-market transactions or otherwise. After approval of the increase, we had $219.5
million available for stock repurchases. This increase in share repurchase authorization has not been reflected in column (d)
above, as it occurred subsequent to December 31, 2005.

(2) Share and average price paid information has been adjusted to reflect the Company’s two-for-one stock split, effected in the
form of a 100 percent stock dividend, which was distributed on September 1, 2005, to shareholders of record as of August 15,
2005.

(3) All shares were purchased pursuant to the publicly announced programs.
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ITEM 6. SELECTED FINANCIAL DATA

Set forth below is selected consolidated financial data for each of the past five fiscal years. The selected financial data should
be read in conjunction with Management’s Discussion and Analysis of Financial Condition and Results of Operations and our
Consolidated Financial Statements and Notes thereto included elsewhere in this report.

Years Ended December 31,

($000’°s omitted)
2005 2004 2003 2002 2001¢a)
OPERATING DATA:
Homebuilding:
REVEINUES ..o $14,528236 $11,400,008 $ 8,701,661 $ 7,167,915 $ 5,274,660
Income before income taxes........................ $ 2298822 $ 1,635,580 $ 1,000,513 $§ 717931 $ 514,049

Financial Services:

REVENUES ...t $§ 161414 § 112719 § 115847 § 106,628 § 77,222
Income before income taxes...........coco.o...... $ 70,586 § 47429 § 68,846 § 66,723 § 36,948
Other non-operating:
REVENUES .....oovvieiieeeceeeeeeee e $ 4,885 § 1,749 § 3281 § 1,202 § 2,210
Loss before income taxes.............cccceveveeenn. $ (92394 $ (90.685) $  (75351) $  (61968) $ (57.452)
Consolidated results:
REVENUES ...t $14,694,535 $11,514476 $ 8,820,789 § 7,275,745 $ 5,354,092
Income from continuing operations before

TNCOME tAXES ...t $ 2,277,014 $ 1,592,324 § 994,008 $§ 722,686 $ 493,545
INCOME tAXES ...evvereerereeeereeereeeeeeereee e 840,126 598,751 376.460 280.587 186.892
Income from continuing operations............. 1,436,888 993,573 617,548 442,099 306,653
Income (loss) from discontinued operations
(D), (C) e 55.025 (7.032) 7.086 11,546 (5.260)
NEt INCOME .....vvrrieiereeiereeeteee e $ 1491913 $ 986,541 $ 624634 $ 453645 $ 301,393

(a) Del Webb operations were merged effective July 31, 2001.

(b) In January 2005, the Company sold all of its Argentina operations. For all periods reported, the Argentina operations have been
presented as discontinued operations (see Note 3 of our Consolidated Financial Statements).

(¢) In December 2005, the Company sold substantially all of its Mexico homebuilding operations. For all periods reported, the Mexico
homebuilding operations have been presented as discontinued operations (see Note 3 of our Consolidated Financial Statements).
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ITEM 6. SELECTED FINANCIAL DATA (Continued)
Years Ended December 31,

2005 2004 2003 2002 2001 ()
PER SHARE DATA (d):
Earnings per share - basic:
Income from continuing operations......... $ 562 § 393 $ 253§ 183 § 1.56
Income (loss) from discontinued
operations (B), (€) «.coceeveeeeeeneireinencns 22 (.03) .03 .05 (.03)
Net INCOME ..o $ 584 § 3.91 $ 256 § 188 § 1.53
Weighted-average common shares
outstanding (000’s omitted)................. 255,492 252,590 244,323 241,812 196,391
Earnings per share - assuming dilution:
Income from continuing operations......... $ 547 § 382  $ 246 $ .79 § 1.52
Income (loss) from discontinued
operations (B), (€) .ooceevveeeeereeieeirenns 21 (.03) .03 .05 (.03)
NE INCOME ..ot $ 568 § 379 $ 248 § 1.84 § 1.50
Weighted-average common shares
outstanding and effect of dilutive
securities (000’s omitted)..........c.cee..... 262,801 260,234 251,460 246,985 201,294
Shareholders’ equity...............c.cccceueuenenenee. $ 23.18 § 1768  § 1378 § 1129 $ 9.61
Cash dividends declared. ........................... $ A3 8 0 8 .05 8§ 04 3 .04

(a) Del Webb operations were merged effective July 31, 2001.

(b) In January 2005, the Company sold all of its Argentina operations. For all periods reported, the Argentina operations have been
presented as discontinued operations (see Note 3 of our Consolidated Financial Statements).

(¢) In December 2005, the Company sold substantially all of its Mexico homebuilding operations. For all periods reported, the Mexico
homebuilding operations have been presented as discontinued operations (see Note 3 of our Consolidated Financial Statements).

(d) All share and per share amounts have been restated to retroactively reflect the two-for-one stock splits which were distributed to
shareholders on September 1, 2005 and January 2, 2004.

December 31,

($000’s omitted)
2005 2004 2003 2002 2001
BALANCE SHEET DATA:
House and land inventories ...........ccoeu..... $ 8,756,093 $ 7,241,350 $ 5,378,125 $ 4,175,170 $ 3,810,645
Total @SSELS......cveeveeviericrierecrecre e 13,048,174 10,406,897 8,072,151 6,872,087 5,710,893
Senior notes and subordinated notes............ 3,386,527 2,861,550 2,150,972 1,913,268 1,722,864
Shareholders’ equity ..........ccceeveevrreverirvenennes 5,957,342 4,522,274 3,448,123 2,760,426 2,276,665
Years Ended December 31,
2005 2004 2002 2002 2001
OTHER DATA:
Homebuilding:
Total markets, at year-end ....................... 54 45 44 44 43
Total active communities......................... 662 626 535 460 440
Total settlements — units ...........ccceuveee.. 45,630 38,612 32,693 28,903 22,915
Total net new orders - units (a ................ 47,531 40,576 34,989 30,830 22,163
Backlog units, at year-end ....................... 17,817 15,916 13,952 10,605 8,678
Average unit selling price...........c.coeuven... $ 315000 $ 287,000 $ 259,000 $§ 242,000 $ 225,000
Gross profit margin
from home sales (B).....c..ccceevrrevvreneennns 23.4% 22.6% 20.6% 19.4% 19.1%

(a) Total net new orders-units for the years ended December 31, 2003 and 2001, do not include 1,051 units and 3,953 units, respectively, of
acquired backlog.

(b) Homebuilding interest expense, which represents the amortization of capitalized interest, is included in homebuilding cost of sales.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Overview

A summary of our operating results by business segment for the years ended December 31, 2005, 2004, and 2003 is as
follows ($000’s omitted, except per share data):

Years Ended December 31,

2005 2004 2003

Pre-tax income (loss):

Homebuilding..........ooviiiiiieeeeceeeeeeeeeeeeee e $2,298.822 $ 1,635,580  $1,000,513

Financial SErviCes.........coovvvvuiiveeieeeeieeeeeeeeeeeeeeeeenenn 70,586 47,429 68,846

Other NON-0PErating ..........ccceveevrvererereerenreerieesrersrennns (92,394) (90,685) (75.351)
Income from continuing operations before income taxes... 2,277,014 1,592,324 994,008
INCOME tAXES ..evevevirririerieriirerereeesee e 840.126 598.751 376,460
Income from continuing operations..............cceceeveereeeereenenes 1,436,888 993,573 617,548
Income (loss) from discontinued operations..........c....c....... 55.025 (7,032) 7,086
NE INCOME ..ttt $1,491,913 $ 986,541 $§ 624,634
Per share data - assuming dilution:

Income from continuing operations...............cccocveveeve. $ 5.47 $ 382 $ 2.46

Income (loss) from discontinued operations................ 21 (.03) .03

NEL INCOME......oevvreiereereiieeniereeesree e s s eeses $ 5.68 $ 379 § 2.48

Key financial highlights and events for the years ended December 31, 2005, 2004, and 2003 are as follows:

Homebuilding Operations

Continued strong demand for new homes in many of our markets, market share gains, geographic and product mix
shifts, average unit selling price increases and benefits from the ongoing initiatives to simplify processes and
leverage construction costs throughout the operations contributed to increases in pre-tax income of our
homebuilding business segment. Pre-tax income increased 41% for the year ended December 31, 2005, compared
with the same period in the prior year. Pre-tax income increased 63% in 2004, compared with the year ended
December 31, 2003.

Homebuilding settlement gross margin percentages were up approximately 80 basis points to 23.4% for the year
ended December 31, 2005 and 200 basis points to 22.6% for the year ended December 31, 2004, compared with
the same periods in the prior years.

Units in backlog increased to 17,817 units, valued at $6.3 billion at December 31, 2005, compared with 15,916
units, valued at $5.2 billion at December 31, 2004. There were 13,952 units in backlog at December 31, 2003
valued at $4.1 billion. The increase in backlog is primarily attributed to continued strong demand for new homes
in many of our markets.

In December 2005, we sold substantially all of our Mexico homebuilding operations, as further described in Note
3 of our Consolidated Financial Statements. For 2005 and all prior periods reported, the Mexico operations have
been presented as discontinued operations.

In January 2005, we sold all of our Argentina operations, as further described in Note 3 of our Consolidated
Financial Statements. At December 31, 2004, the Argentina operations were classified as held for sale. For 2004
and 2003, the Argentina operations have been presented as discontinued operations.
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Overview (continued)

Financial Services Operations

Mortgage origination units, origination principal and our capture rate increased during 2005, 2004 and 2003. Pre-
tax income of our financial services business segment increased 49% from 2005 to 2004, due to a more favorable
product mix to funded, from non-funded, originations. Pre-tax income for the year ended December 31, 2004
decreased 31% compared with 2003 due to a shift in our product mix, starting in the second half of 2003, toward
adjustable rate mortgages (“ARMSs”) versus fixed rate mortgages due to changes in customer mortgage product
preference.

Other non-operating

Other non-operating expenses, net consists of income and expenses related to Corporate services provided to our
subsidiaries. During 2005, net interest expense decreased due to an increase in the amount of interest capitalized
into homebuilding inventory, as well as an increase in interest income. Other corporate expenses, net increased
during 2005 as a result of higher compensation-related costs. During 2004, net interest expense increased due to
higher debt levels as a result of our growth. Other expenses, net in 2004 were impacted by increased charitable
contributions expense. In addition, income recognized during 2003 from the sale and adjustment to fair value of
various non-operating parcels of commercial land held for sale did not recur in 2004, resulting in higher net
expense.
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Homebuilding Operations

The Homebuilding operations represent our core business. Homebuilding offers a broad product line to meet the needs of
the first-time, first and second move-up, and active adult homebuyers. We conduct our operations in 54 markets, located
throughout 27 states, presented geographically as follows:

Northeast: Connecticut, Delaware, Maryland, Massachusetts, New Hampshire, New Jersey,
New York, Pennsylvania, Virginia

Southeast: Florida, Georgia, North Carolina, South Carolina, Tennessee

Midwest: Illinois, Indiana, Kansas, Michigan, Missouri, Minnesota, Ohio

Central: Colorado, New Mexico, Texas

West: Arizona, California, Nevada

The following table presents selected information for our Homebuilding operations:

Years Ended December 31,

2005 2004 2003
Homebuilding settlement revenues .............cococevevevenenen. $14.370,667 $11,094,617 $8,482,341
Unit settlements:
NOTHEASL . ...vvevevveveieieieieieieieieie e 3,909 3,249 2,692
SOULNEAST. ..o e 12,911 9,362 8,234
IMIEAWESE ... 6,121 5,520 4,936
CoNIAL.....eeeeee s 6,829 6,066 5,283
WESE ..ot 15,860 14.415 11,548
45,630 38,612 32,693
Net new orders - units (a):
NOTHEASL....vveveveveveieieteteieieieie e 4,019 3,197 3,098
SOULNEAST........cereiereieieieceeeieeeeee s 13,271 10,941 9,021
MIAWESE ..o 6,231 5,396 4,736
(@155 4151 FO SRR 7,969 5,987 5,125
WESE ettt eaen 16,041 15,055 13,009
47,531 40,576 34,989
Net new orders - dollars ($000°s omitted) (@) ................ $15,518,000 $12,101,000 $9,555,000
Backlog at December 31 - units:
NOTEREASE ..o eeseeseeeenen 1,593 1,483 1,535
SOUNEASL oo 5,665 5,305 3,726
MIAWESE «..ceeeeeirireeeeeee e 1,387 1,277 1,401
Central.....c..ooovvieeiiiieeeeeeeeeee e 2,217 1,077 1,156
WESE e eaes 6.955 6,774 6,134
17,817 15916 13,952
Backlog at December 31 - dollars ($000’s omitted)...... $6,301,000 $5,154,000 $4,147,000

(a) Net new orders for the year ended December 31, 2003 do not include 1,051 units of acquired backlog and the
related dollars.
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Homebuilding Operations (continued)

Continued strong demand for new homes, an increase in the number of active selling communities and market share
expansion, drove increases in net new orders, unit settlements and unit backlog. Net new orders increased 17% to a record
47,531 units for the year ended December 31, 2005. Net new orders for the year ended December 31, 2004 increased 16% to
40,576 units compared with 34,989 units for the year ended December 31, 2003.

Home settlements set a record for the year ended December 31, 2005 at 45,630 units, an increase of 18% over the same
period in 2004. In 2004, home settlements also reached a record high, increasing 18% to 38,612 units. Active communities
increased from 535 in 2003 to 626 in 2004 to 662 in 2005.

Changes in average selling price reflect a number of factors, including price increases, the mix of product closed during a
period and the number of options purchased by customers. The average selling price for our homes increased 10% for the year
ended December 31, 2005, to $315,000 compared with 2004 and increased to $287,000 in 2004 from $259,000 in 2003. The
most significant price increases for both 2005 and 2004 were in the West and Northeast geographic areas, and in Florida in the
Southeast geographic area.

Ending backlog, which represents orders for homes that have not yet closed, grew to a record 17,817 units at December 31,
2005 compared with 15,916 units at December 31, 2004 and 13,952 units at December 31, 2003. The dollar value of our
backlog was up 22% to $6.3 billion at December 31, 2005, compared with $5.2 billion at December 31, 2004 and $4.1 billion at
December 31, 2003. Our most significant increase in unit backlog at December 31, 2005, occurred in the Central region, which
had unit increases of 106%, resulting from increased net new orders. Our most significant increases at December 31, 2004,
occurred in the Southeast and West, which had unit increases of 42% and 10% respectively.

In the fourth quarter of 2004, we lowered pricing in Las Vegas to better align pricing in our communities with pricing in the
market. This action was in response to a period of slow sign-ups and increased cancellation rates, which we attributed to our then
above-market pricing. However, since the price reductions took effect in the fourth quarter of 2004, our communities in Las
Vegas have experienced improved traffic and new order activity.

The West contributed the largest portion of our operating activities, compared with the other geographic areas in the
homebuilding operations, representing 35% of unit settlements and 34% of unit net new orders for the year ended December 31,
2005 compared with 37% of settlements and of net new orders during 2004, and 35% of settlements and 37% of net new orders
during 2003. The West also contributed the largest portion of our backlog, compared with other geographic areas in the
homebuilding operations, representing 39%, 43% and 44% of the total homebuilding backlog units at December 31, 2005, 2004
and 2003, respectively.

The following table presents markets that represent 10% or more of unit new orders, unit settlements, and settlement
revenues for the years ended December 31, 2005, 2004 and 2003:

Year Ended
December 31,
2005 2004 2003
Unit net new orders:
PROGIUX ..ottt et ete et e eneeeaeeseeneeens 10% 16% 14%
Las VEZAS......ciiiiciceecc e * * 10%
Unit settlements:
PROEIX ..ttt sttt e st e et et e st e saeeeesnnens 12% 14% 12%
Settlement revenues:
o 110 11 RO 11% 12% 11%
LS VEZAS...ouiuietiiceiieieietetee ettt bbbt e b s * 12% *

*  Represents less than 10%.
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Homebuilding Operations (continued)

The following table presents states that represent 10% or more of unit settlements and settlement revenues for the years
ended December 31, 2005, 2004 and 2003:

Year Ended
December 31,
2005 2004 2003
Unit settlements :
YN 420 o b: TR 13% 16% 14%
(@721 F320) s o L - PO 13% 13% 13%
S0 1) 5 T F- TP TRT 19% 15% 14%
TEXAS ettt ettt ettt e e e e b e eae e eaeeereeeareeeareentreenns 11% 11% 12%
Settlement revenues:
J AN V7o) 1 b: H TSRS 13% 13% 12%
(@81 15 o) /s V- FO TR TRTRRPRRORRRR 22% 19% 19%
S o) u Tc ¥ ISR PRRRTROR 16% 12% 11%
INEVAAA. ...ttt ettt e s aeeeaaeesaeeseaeesaeeenes 10% 12% 10%

At December 31, 2005 and 2004, our Homebuilding operations controlled approximately 362,600 and 343,400 lots,
respectively. Approximately 173,800 and 158,000 lots were owned and approximately 133,400 and 125,800 lots were under
option agreements approved for purchase at December 31, 2005 and 2004, respectively. In addition, there were approximately
55,400 lots under option agreements at December 31, 2005, pending approval, that are under review and evaluation for future use
by our Homebuilding operations. This compared to 59,600 lots at December 31, 2004.

The total purchase price applicable to approved land under option for use by our homebuilding operations at future dates
approximated $5.7 billion at December 31, 2005. In addition, the total purchase price applicable to land under option pending
approval was valued at $1.9 billion at December 31, 2005. Land option agreements, which may be cancelled at our discretion,
may extend over several years and are secured by deposits and advanced costs totaling $444.8 million, which are generally non-
refundable.

The following table presents a summary of pre-tax income for our Homebuilding operations ($000°s omitted):

Year Ended December 31,
2005 2004 2003
Home sale revenue (settlements).............cceveveverenene. $ 14,370,667 $ 11,094,617 $ 8,482,341
Land Sale TEVENUE .........ocveeveeeeeceeeeeeeeeeeeeeeeeeeeeee s 157,569 305,391 219,320
Home cost of sales™ ...........ccooveeeeeieeeeeeeeeeeeeneene (11,005,591) (8,583,551) (6,731,834)
Land cost of sales........cccoveveinneecinneccnneccnennenee (139,377) (205,589) (153,415)
Selling, general and administrative expenses............ (1,107,816) (973,629) (820,951)
Equity iNCOME ........ouieeiiiiiicieeeceeeeee 72,604 53,908 32,549
Other income (eXpense), Net........ccoeevevereerereeereenennne. (49,234) (55,567) (27.,497)
Pre-tax iNCOME .......o.veveveeeeeeeeeceeeeeee e $ 2,298,822 $ 1,635,580 $ 1,000,513
Average sales PriCe ........oovrereueueeueeeeceeeeeeeeaeaes $ 315  § 287 $ 259

*  Homebuilding interest expense, which represents the amortization of capitalized interest, is included in homebuilding
cost of sales.

Homebuilding gross profit margins from home sales in 2005 increased 80 basis points over 2004 to 23.4%, and in 2004
increased 200 basis points to 22.6% compared with 2003. The increases are due to strong consumer demand, positive home
pricing, favorable shifts in product and geographic mix, the benefits of leverage-buy purchasing activities and effective
production and inventory management. During the fourth quarter of 2005, homebuilding gross profit margins were 22.3%
compared with 22.7% in the same period of 2004. This margin decrease of 40 basis points is attributable primarily to a 4%
inflationary increase in land development costs, such as petroleum-based products and cement. Under our accounting policies, lot
costs are expensed on an average project cost basis. Due to the significant cost increases experienced in the fourth quarter of
2005, we have adjusted our estimates accordingly. Such adjustments impacted the amount of lot costs recognized and will
continue to affect lot costs prospectively.
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Homebuilding Operations (continued)

We consider land acquisition one of our core competencies. We acquire land primarily for the construction of our homes for
sale to homebuyers. We will often sell select parcels of land within or adjacent to our communities to retail and commercial
establishments. We also will, on occasion, sell lots within our communities to other homebuilders. Gross profits from land sales
were $18.2 million and $99.8 million for the years ended December 31, 2005 and 2004, respectively, representing a decrease of
$81.6 million and an increase of $33.9 million, respectively, from the previous year’s total. Revenues and their related
gains/losses may vary significantly between periods, depending on the timing of land sales. We continue to evaluate our existing
land positions to ensure the most effective use of capital. Included in other assets is approximately $257.7 million in land held for
disposition as of December 31, 2005, as compared to $230.1 million and $251.2 million at December 31, 2004 and 2003,
respectively.

For the year ended December 31, 2005, selling, general and administrative expenses, as a percentage of home settlement
revenues, decreased 110 basis points to 7.7% compared with 2004 after decreasing 90 basis points to 8.8% in 2004 compared
with 2003. The conversion improvement in 2005 can be attributed to an increase in average selling prices, our internal initiatives
focused on controlling costs and better overhead leverage as a result of volume increases. The improvement in 2004 can be
attributed to greater leverage as a result of volume increases and the favorable pricing environment for our homes.

Equity income for 2005 and 2004 includes earnings from our 50% investment in a Nevada-based joint venture, related to the
sale of commercial and residential properties. Also included are earnings from our 50% joint venture that supplies and installs
basic building components and operating systems, acquired in January 2004. In January 2006, we exercised our option to
purchase the remaining 50% interest in the entity. In 2006, this investment will become a wholly-owned subsidiary of the
Company and will be consolidated in our financial statements.

Other income (expense), net includes the write-off of deposits and pre-acquisition costs resulting from decisions not to
pursue certain land acquisitions and options, insurance-related expenses and settlements and other non-operating expenses. For
the years ended December 31, 2005 and 2004, the changes in other income (expense), net are due primarily to write-offs of
deposit and pre-acquisition costs. These write-offs vary in amount from year to year as we continue to evaluate potential land
acquisitions for the most effective use of capital.

Financial Services Operations
We conduct our financial services business, which includes mortgage and title operations, through Pulte Mortgage and other

subsidiaries.

We originate mortgage loans using our own funds or borrowings made available through various credit arrangements, and
then sell such mortgage loans to outside investors. Also, we sell our servicing rights on a flow basis through fixed price servicing
sales contracts. Due to the short period of time the servicing rights are held, generally less than four months, we do not amortize
the servicing asset. Since the servicing rights are recorded based on the value in the servicing sales contracts, there are no
impairment issues related to these assets.

The following table presents mortgage origination data for our Financial Services operations:

Years Ended December 31,

2005 2004 2003
Total originations:
LOans.....ccoueeieineiiincee e 42,994 35,232 28,655
Principal ($000°s omitted).........cocoeveverrirencnennns $8,528,600  $6,739.200  $4,989,500
Originations for Pulte customers:
LOANS ... 42,302 32,290 23,864
Principal ($000°s omitted).........cococeuerrencncueees $8,397,600  $6,268,100  $4,179,100

Pre-tax income of our financial services operations was $70.6 million, $47.4 million, and $68.8 million for the years ended
December 31, 2005, 2004 and 2003, respectively.
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Financial Services Operations (continued)

Mortgage origination unit and principal volume for the year ended December 31, 2005, increased 22% and 27%,
respectively, over 2004. Mortgage origination unit and principal volume for the year ended December 31, 2004, increased 23%
and 35%, respectively, over 2003. This growth can be attributed to increases in the capture rate of 140 basis points to §9.2% in
2005 and 510 basis points to 8§7.8% in 2004, combined with the volume increases experienced in our homebuilding business and
an increase in average loan size. Our capture rate represents loan originations from our homebuilding business as a percent of
total loan opportunities, excluding cash settlements, from our homebuilding business. Our homebuilding customers continue to
account for the majority of total loan production, representing 98% of Pulte Mortgage unit production for 2005, compared with
92% in 2004 and 83% in 2003.

Adjustable rate mortgages (ARMs) represented 45% of total funded origination dollars and 39% of total funded origination
units for the year ended December 31, 2005, compared with 43% and 42%, respectively, in 2004 and 24% and 22%, respectively,
in 2003. Interest only mortgages, a component of ARMs, represented 65% of ARMs origination dollars and 56% of ARMs
origination units for the year ended December 31, 2005, compared with 42% and 30% in 2004, and 13% and 8%, respectively, in
2003. Interest only mortgages represented 29%, 18%, and 3%, respectively, of total funded origination dollars for the years
ended December 31, 2005, 2004 and 2003.

Refinancings represented 1% of total loan production in 2005, compared with 3% in 2004 and 8% in 2003. Our customers’
average FICO scores for the years ended December 31, 2005, 2004, and 2003 were 741, 737, and 724, respectively. Combined
Loan-to-Value was 81% for the years ended December 31, 2005, 2004, and 2003, respectively. At December 31, 2005, loan
application backlog was $4.2 billion, compared with $3.5 billion and $2.2 billion at December 31, 2004 and 2003, respectively.

Pre-tax income increased 49% for the year ended December 31, 2005, compared with 2004, due to increased volume and a
favorable product mix shift to funded, from non-funded originations. In 2005, 26% of total origination dollars were from
brokered loans, which are less profitable to us, compared with 36% in 2004. Mortgage origination fees of $20.7 million in 2005
were $0.2 million, or 1%, higher than the $20.5 million recorded for the same period in 2004. The 1% increase over the same
period in 2004 is due to higher revenues per loan as brokered origination volume decreased 7% in 2005 when compared to 2004.

The net gain from sale of mortgages of $81.1 million in 2005 was $30.8 million, or 61%, higher than the $50.3 million
recorded for the same period in 2004. This favorable variance was due primarily to an increase in loans available for sale
combined with a more favorable interest rate environment in 2005 when compared to 2004. Net interest income in 2005 was $10
million, or 3%, higher than the $9.7 million for the same period in 2004. The increase was due mainly to increased funded
origination volume offset by a lower interest rate margin. Income from our title operations was $22.3 million in 2005, an increase
of 27% over 2004. Selling, general and administrative expense increased $10 million, or 17%, from 2004, due primarily to an
increase in origination volume.

Our minority interest in Su Casita, a Mexican mortgage banking company, contributed income from operations of
approximately $350 thousand for the year ended December 31, 2005. During February 2005, 25% of our investment in the
capital stock of Su Casita was redeemed for a gain of approximately $620 thousand. Our remaining interest of 16.66% was
accounted for under the cost method of accounting and therefore no income was recorded for periods subsequent to the sale.
Income from Su Casita for the years ended December 31, 2004 and 2003, was $4 million and $4.4 million, respectively. In
February 2006, we completed the sale of our remaining investment in Su Casita for approximately $50 million, and realized a
pre-tax gain of approximately $30 million related to the transaction.

Pre-tax income decreased 31% for the year ended December 31, 2004, compared with 2003, as increased volume was offset
by changes in product mix to ARMs, which generally have a lower profit per loan than fixed rate products. The shift to ARMs is
attributable to customer mortgage product preference. In addition, in 2004, 36% of total origination dollars were from brokered
loans, which are less profitable to us, compared with 16% in 2003. Mortgage origination fees increased to $20.5 million for the
year ended December 31, 2004, compared with $7.5 million in 2003, due to the increase in brokered loans. Gains from the sale
of mortgages during 2004 decreased $14.1 million, or 22%, from $64.4 million in 2003, and net interest income decreased $5.5
million, to $9.7 million during 2004 as compared with $15.1 million in 2003. These decreases were due to the product mix shifts
and an unfavorable interest rate environment in 2004 compared with 2003. Income from our title operations was $17.6 million in
2004, an increase of 30% over 2003. Selling, general and administrative expense for the year ended December 31, 2004,
increased 41% to $57.5 million compared with 2003 due to increased origination volume.

We hedge portions of our forecasted cash flow from sales of closed mortgage loans with derivative financial instruments.
For the year ended December 31, 2005, we did not recognize any material net gains or losses related to an ineffective portion of
the hedging instrument. We also did not recognize any material net gains or losses during 2005 for cash flow hedges that were
discontinued because it is probable that the original forecasted transaction will not occur. At December 31, 2005, we expect to
reclassify $18 thousand, net of taxes, of net losses on derivative instruments from accumulated other comprehensive income to
earnings during the next twelve months from sales of closed mortgage loans.
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Other non-operating

Other non-operating expenses, net consists of income and expenses related to Corporate services provided to our
subsidiaries. These expenses are incurred for financing, developing and implementing strategic initiatives centered on new
business development and operating efficiencies, and providing the necessary administrative support associated with being a
publicly traded entity listed on the New York Stock Exchange. Accordingly, these results will vary from year to year as these
strategic initiatives evolve.

The following table presents results of operations ($000’s omitted):

Years Ended December 31,

2005 2004 2003
Net interest EXPenSe .......cevevevevevevererererererererererenenans $ 43344 § 47372 $ 39,364
Other eXpenses, Net.......c.cccevveveerreereeerenerercrenennenes 49,050 43,313 35.987
Loss before income taxes...........coeevveveeveeevereevennnnns $ 92394 § 90,685 § 75,351

Interest expense, net of interest capitalized into homebuilding inventory, decreased 9% to $43.3 million in 2005 and
increased 20% to $47.4 million in 2004. The decrease for the year ended December 31, 2005, compared with the prior year, is
due to an increase in the amount of interest capitalized into homebuilding inventory as well as an increase in interest income. The
increase for the year ended December 31, 2004, compared with the prior year, is due to an increase in the debt levels necessary to
support our growth.

The increase in other expenses, net for the year ended December 31, 2005, compared with the prior year was due to higher
compensation-related costs. Other expenses, net in 2004 increased $7.3 million compared with 2003 partially due to increased
charitable contributions. Additionally, during 2004 and 2003 we recognized income from the sale and adjustment to fair value of
various non-operating parcels of commercial land held for sale.

Interest capitalized into homebuilding inventory is charged to home cost of sales based on the cyclical timing of our unit
settlements over a period that approximates the average life cycle of our communities. During 2005, interest in homebuilding
inventory increased primarily as a result of higher levels of inventory and debt consistent with the growth of our Company.
During the fourth quarter of 2005, we increased the amount of interest capitalized into homebuilding inventory. The increase was
based on our homebuilding inventory and debt levels and is consistent with the growth of the Company. Information related to
Corporate interest capitalized into homebuilding inventory is as follows ($000’°s omitted):

Years Ended December 31,

2005 2004 2003
Interest in homebuilding inventory at beginning of year-..... $ 223,591 § 200,584 $ 142,984
Interest capitalized into homebuilding inventory................. 185,792 156,056 136,308
Interest expensed to homebuilding cost of sales................... (179,585)  (133.049) (78,708)
Interest in homebuilding inventory at end of year ............... $§ 229798 § 223591 $ 200,584
Interest iNCUITEd * ......c.veiveeeirieireirer s $ 234024 § 205176 $ 178,952

* Interest incurred includes interest on our senior debt, short-term borrowings, and other financing arrangements and excludes
interest incurred by our financial services operations.

24



Discontinued Operations

First Heights - In September 2003, the United States Court of Federal Claims issued final judgment that Pulte Homes, Inc.,
Pulte Diversified Companies, Inc. and First Heights (collectively, the Pulte Parties) had been damaged by approximately $48.7
million as a result of the United States government’s breach of contract with them. The final judgment follows the Court’s
August 17, 2001 ruling that the United States breached the contract related to the Pulte Parties’ 1988 acquisition of five savings
and loan associations by enacting Section 13224 of the Omnibus Budget Reconciliation Act of 1993. The United States
government and the Pulte Parties filed Notices of Appeal with the United States Court of Appeals for the Federal Circuit in
October 2003.

In August 2005, the United States Court of Appeals affirmed the United States Court of Federal Claims’ judgment, in its
entirety, that we had been damaged by approximately $48.7 million as a result of the United States government’s breach of
contract in connection with the enactment of Section 13224 of the Omnibus Budget Reconciliation Act of 1993. In December
2005, we received payment of the judgment in the amount of $48.7 million, which was recorded as income from discontinued
operations.

We also recorded non-cash, after-tax gains of $7.8 million, $10.8 million and $7.9 million, during the third quarter of 2005,
2004 and 2003, respectively, related to the favorable resolution of certain tax matters relating to our former thrift operation, which
was discontinued in 1994.

Mexico — In January 2005, the minority shareholders of Pulte Mexico S. de R.L. de C.V. (“Pulte Mexico”) exercised a put
option under the terms of a reorganization agreement dated as of December 31, 2001, to sell their shares to us, the consummation
of which resulted in our owning 100% of Pulte Mexico. In March 2005, we purchased 60% of the minority interest of Pulte
Mexico for approximately $18.7 million in cash. In June 2005, we purchased the remaining 40% of the minority interest of Pulte
Mexico for approximately $12.5 million in cash. We assigned approximately $17.6 million of the purchase price premium to
house and land inventory, which was amortized through cost of sales as homes were sold. The excess of the purchase price over
the estimated fair values of the underlying assets acquired and liabilities assumed, of $5.3 million, was recorded as goodwill.

In December 2005, we sold substantially all of our Mexico homebuilding operations to a consortium of purchasers involved
in residential and commercial real estate development. The disposition of the Mexico homebuilding operations will allow us to
invest additional resources in the U.S. housing market. We realized cash of $131.5 million related to the sale. The sale of these
operations did not include our investment in the capital stock of a mortgage company in Mexico as well as various non-operating
entities, which are not considered to be material to our results of operations or our financial position.

Revenues of these discontinued operations were $201 million, $185.8 million and $172.3 million for the years ended
December 31, 2005, 2004 and 2003, respectively. For the years ended December 31, 2005, 2004 and 2003, discontinued Mexico
homebuilding operations reported total after-tax income (losses) of ($1.5) million, $4.4 million and $1.7 million, respectively.
Results of Mexico homebuilding operations, for the years ended December 31, 2005, 2004 and 2003, resulted in pre-tax
operating income of $4.6 million, $8.2 million and $4.6 million, respectively.

For the year ended December 31, 2005, we recognized a pre-tax loss of $6.6 million (after-tax loss of $13.1 million) related
to the sale of our Mexico homebuilding operations. The pre-tax loss on sale includes the accounting recognition of the economic
losses related to accumulated foreign currency translation adjustments of $7.6 million, which had previously been reported in
other comprehensive income, as well as the write-off of $5.3 million of goodwill related to the 2005 acquisition of the minority
shareholder interests. At December 31, 2005, the Mexico homebuilding operations have been presented as discontinued
operations in our Consolidated Financial Statements. Previously, the Mexico homebuilding operations were included in the
Homebuilding segment. Certain amounts previously reported in the 2004 and 2003 financial statements and notes thereto were
reclassified to conform to the 2005 presentation.

Concurrent with the sale of the Mexico homebuilding operations, we elected to repatriate all of our earnings from our
Mexico operations in accordance with the American Jobs Creation Act of 2004 (Internal Revenue Code Section 965, Temporary
Dividends Received Deduction) and recorded $4.8 million of related income taxes, which have been included in the Mexico loss
on sale from discontinued operations.
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Discontinued Operations (continued)

Argentina - In January 2005, we sold all of our Argentina operations to an Argentine company involved in residential and
commercial real estate development. The disposition of these operations was the chosen action to improve our overall returns.
At December 31, 2004, the Argentina operations were classified as held for sale and presented as discontinued operations in our
Consolidated Financial Statements. Previously, the Argentina operations were included in the Homebuilding segment.

For the years ended December 31, 2004 and 2003, discontinued Argentine operations reported after-tax losses of $1.4
million and $1.9 million, respectively. In addition, we recognized a pre-tax loss of $33.2 million ($20.6 million after-tax) on the
write-down of the Argentina operations to fair value less costs to sell. At December 31, 2004, foreign currency translation losses
of $25.1 million, which were previously recorded as a component of accumulated other comprehensive income on the balance
sheet, were recognized in the income statement in connection with the classification of these operations as held for sale. These
translation losses were included in the overall pre-tax loss of $33.2 million on the write-down to fair value. For the year ended
December 31, 2003, we recorded a foreign currency translation gain of $1.9 million for Argentina as a component of accumulated
other comprehensive income on the balance sheet.

Total assets to be disposed of at December 31, 2004 were $15.4 million, consisting primarily of cash and inventories. Total
liabilities to be disposed of at December 31, 2004 were $13.7 million and consisted primarily of accounts payable and other
accrued liabilities.

Liquidity and Capital Resources

We finance our homebuilding land acquisitions, development and construction activities from internally generated funds and
existing credit agreements.

At December 31, 2005, we had cash and equivalents of $1 billion and $3.4 billion of senior notes outstanding. Other
financing included limited recourse collateralized financing totaling $28.6 million. Sources of our working capital include our
cash and equivalents, our $1.66 billion committed unsecured revolving credit facility and Pulte Mortgage’s $990 million
committed credit arrangements.

Our debt-to-total capitalization, excluding our collateralized debt, was approximately 36.2% at December 31, 2005, and
approximately 28.6% net of cash and equivalents. We routinely monitor current operational requirements and financial market
conditions to evaluate the use of available financing sources, including securities offerings.

Pulte Mortgage provides mortgage financing for many of our home sales and uses its own funds and borrowings made
available pursuant to various committed and uncommitted credit arrangements. At December 31, 2005, Pulte Mortgage had
committed credit arrangements of $990 million comprised of a $390 million bank revolving credit facility and a $600 million
asset-backed commercial paper program. The asset-backed commercial paper program was temporarily increased to $600
million in December 2005 due to high year-end volume. It was reduced back to $550 million in January 2006.

Our income tax liability and related effective tax rate are affected by a number of factors. In 2005, our effective tax rate was
36.9% compared to 37.6% in 2004 and 37.9% in 2003. The reduction in the effective tax rate for 2005 was principally due to the
new manufacturing deduction established by the American Jobs Creation Act of 2004. The reduction in the effective tax rate for
2004 was principally due to the favorable resolution of certain state tax matters. We anticipate that our effective tax rate for 2006
will be approximately 37%.

Our net cash provided by operating activities for the year ended December 31, 2005, amounted to $18.7 million, while net
cash used in operating activities was $692.2 million for the year ended December 31, 2004. The increase from 2004 to 2005 was
principally due to an increase in net income, which included $48.7 million of cash income received as a result of a favorable
judgment for our former thrift operation. Our net cash used in operating activities for the year ended December 31, 2003, was
$336.4 million. For the years ended December 31, 2004 and 2003, the increases in net income were offset primarily by
significant investments in land necessary to support the continued growth of the business.
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Liquidity and Capital Resources (continued)

Cash used in investing activities was $25.3 million for the year ended December 31, 2005, compared with $198.6 million in
the prior year. The change in net cash used in investing activities primarily relates to proceeds from the sale of subsidiaries
during 2005 of $142.9 million, increases in distributions from unconsolidated entities of $41.9 million, offset by increases in
capital expenditures of $13.7 million. During 2005, we invested approximately $37.3 million in three new joint ventures that
develop and/or sell land within the United States. Also, we contributed $124.6 million of additional capital contributions to and
received $108 million in capital distributions from our unconsolidated joint ventures for the year ended December 31, 2005.
Further, we incurred approximately $88.9 million in capital expenditures to support the growth of our business. Cash used in
investing activities was $198.6 million for the year ended December 31, 2004, compared with $4.3 million in the prior year. The
change in net cash used in investing activities primarily relates to our investments in unconsolidated entities. During January
2004, we invested $35 million for a 50% ownership interest in an entity that supplies and installs basic building components and
operating systems. During 2004, we invested approximately $117.8 million in three new joint ventures that develop and/or sell
land in the United States. Also, we contributed $44.2 million of additional capital contributions to and received $66.1 million in
capital distributions from our unconsolidated joint ventures for the year ended December 31, 2004.

Net cash provided by financing activities totaled $700.4 million for the year ended December 31, 2005. Cash inflows from
financing activities of $1 billion for the year ended December 31, 2005 are primarily attributed to proceeds from our $350
million, 5.2% senior notes and $300 million, 6% senior notes issued in February 2005, proceeds from Pulte Mortgage’s line of
credit of approximately $275.6 million, proceeds from limited recourse collateralized financing arrangements of approximately
$46.8 million, and proceeds from the exercise of stock options of $31.2 million. Cash outflows from financing activities for the
year ended December 31, 2005 primarily relate to the repayment of our $125 million, 7.3% senior notes in October 2005,
approximately $33.6 million of cash dividends paid to our shareholders, and $143.2 million used to repurchase our common
stock.

Net cash provided by financing activities totaled $809.6 million for the year ended December 31, 2004. Cash inflows from
financing activities for the year ended December 31, 2004 are primarily attributed to proceeds received from our $500 million,
5.25% senior notes issued in January 2004 and our $400 million, 4.875% senior notes issued in July 2004 and $44 million of cash
received from the exercise of stock options. Cash outflows from financing activities for the year ended December 31, 2004
primarily relate to the repayment of our $112 million, 8.375% senior notes in August 2004, redemption of the remaining $77
million of Del Webb 10.25% senior subordinated notes in February 2004, approximately $25.4 million of cash dividends paid to
our shareholders, $44.9 million used to repay borrowings, and $14.7 million used to repurchase our common stock.

Net cash provided by financing activities for the year ended December 31, 2003, was $128.9 million, reflecting proceeds
from the $300 million senior notes issued in February and the $400 million senior notes issued in May and proceeds from
employee stock option exercises, offset by the repayment of debt, dividends paid and stock repurchases.

In February 2005, we sold $350 million of 5.2% senior notes, which mature on February 15, 2015, and $300 million of 6%
senior notes, which mature on February 15, 2035, which are guaranteed by us and certain of our 100%-owned subsidiaries.
These notes are unsecured and rank equally with all of our other unsecured and unsubordinated indebtedness. Proceeds from the
sale were used to repay the indebtedness of our revolving credit facility and for general corporate purposes, including continued
investment in our business.

In October 2005, we restructured and amended the 5-year unsecured revolving credit facility, increasing the borrowing
availability from $1.38 billion to $1.615 billion, and extending the maturity date from September 2009 to October 2010, with
pricing more favorable to us. We subsequently increased the credit facility to $1.66 billion. The credit facility includes an
uncommitted accordion feature, under which the credit facility may be increased to $2.25 billion. We have the capacity to issue
letters of credit up to $1.125 billion. Borrowing availability is reduced by the amount of letters of credit outstanding. The credit
facility contains restrictive covenants, the most restrictive of which requires us not to exceed a debt-to-total capitalization ratio of
60% as defined in the agreement.

Pursuant to the two $100 million stock repurchase programs authorized by our Board of Directors in October 2002 and 2005
(for a total stock repurchase authorization of $200 million), we have repurchased a total of 6,120,800 shares for $180.5 million.
At December 31, 2005, we had remaining authorization to purchase common stock aggregating $19.5 million. In February 2006,
our Board of Directors approved an increase to our stock repurchase authorization for an additional $200 million in open-market
transactions or otherwise.

In July 2005, our Board of Directors declared a two-for-one stock split effected in the form of a 100 percent stock dividend.
The additional shares of common stock were distributed on September 1, 2005, to the shareholders of record as of August 15,
2005. In December 2003, we announced a two-for-one stock split effected in the form of a 100 percent stock dividend. The
distribution was made on January 2, 2004. All share and per share amounts have been restated to retroactively reflect the stock
splits.
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Inflation

We, and the homebuilding industry in general, may be adversely affected during periods of high inflation because of higher
land and construction costs. Inflation also increases our financing, labor and material costs. In addition, higher mortgage interest
rates significantly affect the affordability of permanent mortgage financing to prospective homebuyers. We attempt to pass to our
customers any increases in our costs through increased sales prices. For the three months ended December 31, 2005, our gross
margins have been negatively impacted by approximately 40 basis points due to inflation, compared to the same period in the
prior year. For the year ended December 31, 2005, inflation has not had a material adverse effect on our results of operations.
However, there is no assurance that inflation will not have a material adverse impact on our future results of operations.

Contractual Obligations and Commercial Commitments

The following table summarizes our payments under contractual obligations as of December 31, 2005:

Payments Due by Period
(3000’s omitted)
Total 2006 2007-2008 2009-2010 After 2010
Contractual obligations:
Long-term debt (@) ......cccovveuevenireinnienenns $6,333,755 $§ 216,776 $ 433,552 § 814,052 $4,869,375
Operating lease obligations ...................... 231,119 52,392 80,035 55,013 43,679
Other long-term liabilities () ................... 29.318 18.302 10,006 1,010 -

Total contractual obligations(c)...................... $6,594,192 § 287470 $ 523,593 § 870,075 $4,913,054

(a) Represents our senior notes and subordinated notes and related interest payments

(b) Represents our limited recourse collateralized financing arrangements and related interest payments
(c) We do not have any payments due in connection with capital lease or purchase obligations

We are subject to the usual obligations associated with entering into contracts (including option contracts) for the purchase,
development and sale of real estate in the routine conduct of our business. Option contracts for the purchase of land enable us to
defer acquiring portions of properties owned by third parties and unconsolidated entities until we are ready to build homes on
them. This reduces our financial risks associated with long-term land holdings. At December 31, 2005, we had agreements to
acquire approximately 189,000 homesites through option contracts and unconsolidated entities in which we have investments. At

December 31, 2005 we had $444.8 million of non-refundable option deposits and advanced costs related to certain of these
agreements.

The following table summarizes our other commercial commitments as of December 31, 2005:

Amount of Commitment Expiration by Period

($000’s omitted)
Total 2006 2007-2008 2009-2010 After 2010
Other commercial commitments:
Guarantor revolving credit facilities (@) ...  $1,660,000 $ - $ - $1,660,000 $ -
Non-guarantor revolving credit facilities(c) 990,000 990,000 - - -
Standby letters of credit (B).........cenueeee. 39.794 39,794 - - -
Total commercial commitments (@)............... $2,689,794 $1,029,794 $ - $1,660,000 $ -

(a) Includes capacity to issue up to $1.125 billion in standby letters of credit of which $492 million was outstanding at December
31, 2005.

(b) Excludes standby letters of credit issued under the Guarantor revolving credit facilities.

(c) Includes credit facility of $390 million and $600 million asset-backed commercial paper program. The asset-backed
commercial paper program was temporarily increased to $600 million from 8550 million in December 2005 due to high year-
end volume. It was returned to $550 million in January 2006.

(d) Excludes performance and surety bonds of approximately $1.8 billion, which typically do not have stated expiration dates.
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Off-Balance Sheet Arrangements

We use standby letters of credit and performance bonds to guarantee our performance under various contracts, principally in
connection with the development of our projects. The expiration dates of the letter of credit contracts coincide with the expected
completion date of the related projects. If the obligations related to a project are ongoing, annual extensions of the letters of credit
are typically granted on a year-to-year basis. At December 31, 2005, we had outstanding letters of credit of $531.5 million.
Performance bonds do not have stated expiration dates; rather, we are released from the bonds as the contractual performance is
completed. These bonds, which approximated $1.79 billion at December 31, 2005, are typically outstanding over a period that
approximates 3-5 years. We do not believe that we will be required to draw upon any such letters of credit or performance bonds.

In the ordinary course of business, we enter into land option or option type agreements in order to procure land for the
construction of houses in the future. At December 31, 2005, these agreements totaled approximately $7.6 billion. Pursuant to
these land option agreements, we provide a deposit to the seller as consideration for the right to purchase land at different times in
the future, usually at predetermined prices. If the entity holding the land under option is a variable interest entity, our deposit
represents a variable interest in that entity. At December 31, 2005, we consolidated certain variable interest entities with assets
totaling $76.7 million.

At December 31, 2005 and 2004, aggregate outstanding debt of unconsolidated joint ventures was $882.2 million and $58.1
million, respectively. The increase in debt at December 31, 2005 is a result of the growth in the number of joint venture
arrangements as well as increased land development activities for these entities. Our proportionate share of our joint venture debt
as of December 31, 2005 was approximately $294 million, for which we provide limited recourse debt guarantees, of
approximately $288 million. Accordingly, we may be liable, on a contingent basis, through limited guarantees with respect to a
portion of the secured land acquisition and development debt. However, we would not be liable other than in instances of fraud,
misrepresentation or other bad faith actions by us, unless the joint venture was unable to perform its contractual borrowing
obligations. As of December 31, 2005, we do not anticipate that we will incur any significant costs under these guarantees.

Critical Accounting Policies and Estimates

The accompanying consolidated financial statements were prepared in conformity with United States generally accepted
accounting principles. When more than one accounting principle, or the method of its application, is generally accepted, we
select the principle or method that is appropriate in our specific circumstances (see Note 1 of Notes to Consolidated Financial
Statements). Application of these accounting principles requires us to make estimates about the future resolution of existing
uncertainties; as a result, actual results could differ from these estimates. In preparing these consolidated financial statements, we
have made our best estimates and judgments of the amounts and disclosures included in the consolidated financial statements,
giving due regard to materiality. The development and selection of the following critical accounting policies and estimates have
been discussed with the Audit Committee of the Board of Directors.

Revenue recognition

Homebuilding — Homebuilding revenues are recorded when the sales of homes are completed and ownership has transferred
to the customer. Unfunded settlements are deposits in transit on homes for which the sale was completed. We do not engage in
arrangements whereby we have ongoing relationships with our homebuyers that require us to repurchase our homes or provide
homebuyers with the right of return.

Financial Services — Mortgage servicing fees represent fees earned for servicing loans for various investors. Servicing fees
are based on a contractual percentage of the outstanding principal balance, or a contracted set fee in the case of certain sub-
servicing, and are credited to income when related mortgage payments are received. Loan origination fees, commitment fees and
certain direct loan origination costs are deferred as an adjustment to the cost of the related mortgage loan until such loan is sold.
Gains and losses from sales of mortgage loans are recognized when the loans are sold. Interest income is accrued from the date a
mortgage loan is originated until the loan is sold.

Inventory valuation

Our finished inventories are stated at the lower of accumulated costs or net realizable value. Included in inventories are all
direct development costs. Inventories under development or held for development are stated at accumulated cost, unless they are
determined to be impaired, in which case these inventories are measured at fair value. If actual market conditions are less
favorable than those projected by management, additional inventory adjustments may be required.

We capitalize interest cost into homebuilding inventories. Interest capitalized each quarter is identified as a separate layer in
our capitalized interest balance sheet pool. Each layer of capitalized interest is amortized over a period that approximates the
average life of communities under development. Interest expense is allocated to the quarters over the amortization period based
on the cyclical timing of unit settlements.
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Critical Accounting Policies and Estimates (continued)
Inventory valuation (continued)

Sold units are expensed on a specific identification basis. Under the specific identification basis, cost of sales includes the
construction cost of the home, an average lot cost by project based on land acquisition and development costs, and closing costs
and commissions. Construction cost of the home includes amounts paid through the closing date of the home, plus an accrual for
costs incurred but not yet paid, based on an analysis of budgeted construction cost. This accrual is reviewed for accuracy based
on actual payments made after closing compared to the amount accrued, and adjustments are made if needed. Total project land
acquisition and development costs are based on an analysis of budgeted costs compared to actual costs incurred to date and
estimates to complete. Adjustments to estimated total project land acquisition and development costs for the project affect the
amount of future lots costed.

Residential mortgage loans available-for-sale

Residential mortgage loans available-for-sale are stated at the lower of aggregate cost or market value. Gains and losses
from sales of mortgage loans are recognized when the loans are sold. We hedge our residential mortgage loans available-for-sale.
Gains and losses from closed commitments and futures contracts are matched against the related gains and losses on the sale of
mortgage loans.

Goodwill and intangible assets

We have recorded certain intangible assets and goodwill, most of which relate to the Del Webb merger in 2001. Intangible
assets, primarily trademarks and tradenames, were valued using proven valuation procedures and are amortized over their
estimated useful life. Goodwill is subject to annual impairment testing. The carrying value and ultimate realization of these
assets is dependent upon estimates of future earnings and benefits that we expect to generate from their use. If our expectations
of future results and cash flows decrease significantly, intangible assets and goodwill may be impaired and the resulting charge to
operations may be material. If we determine that the carrying value of intangible assets, long-lived assets and goodwill may not
be recoverable based upon the existence of one or more indicators of impairment, we measure impairment based on one of three
methods. For assets related to ongoing operations, we use a projected undiscounted cash flow method to determine if impairment
exists and then measure impairment using discounted cash flows. For assets to be disposed of, we assess the fair value of the
asset based on current market conditions for similar assets. For goodwill, we assess fair value by measuring discounted cash
flows of our reporting units and measure impairment as the difference between the resulting implied fair value of goodwill and
the recorded book value.

The estimates of useful lives and expected cash flows require us to make significant judgments regarding future periods that
are subject to some factors outside of our control. Changes in these estimates could result in significant revisions to the carrying
value of these assets and material charges to the results of operations.

Allowance for warranties

Home purchasers are provided with warranties against certain building defects. The specific terms and conditions of those
warranties vary geographically. Most warranties cover different aspects of the home’s construction and operating systems for a
period of up to ten years. We estimate the costs to be incurred under these warranties and record a liability in the amount of such
costs at the time product revenue is recognized. Factors that affect our warranty liability include the number of homes sold,
historical and anticipated rates of warranty claims, and cost per claim. We periodically assess the adequacy of recorded warranty
liabilities and adjust the amounts as necessary. Although we have not made significant adjustments to the accrual in the past,
actual warranty cost in the future could differ from our current estimate.

Insurance

We have, and require the majority of our subcontractors to have, general liability, property, errors and omissions, workers
compensation and other business insurance. These insurance policies protect us against a portion of our risk of loss from claims,
subject to certain self-insured retentions, deductibles, and other coverage limits. Through our captive insurance subsidiaries, we
reserve for costs to cover our self-insured and deductible amounts under those policies and for any costs of claims and lawsuits in
excess of our coverage limits or not covered by such policies, based on an analysis of our historical claims, which includes an
estimate of claims incurred but not yet reported. Our total reserves for such items were $153.4 million and $115.6 million at
December 31, 2005 and 2004, respectively. Expenses related to such claims were approximately $70.1 million, $58.4 million,
and $40.9 million for the years ended December 31, 2005, 2004, and 2003, respectively.
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Critical Accounting Policies and Estimates (continued)
Stock-based compensation

On December 15, 2004, the FASB issued SFAS No. 123(R), Share-Based Payment, which amends SFAS No. 123,
Accounting for Stock-Based Compensation. SFAS No. 123(R) requires that all share-based payments to employees, including
grants of employee stock options, be accounted for at fair value. The pro forma disclosures previously permitted under SFAS No.
123 no longer will be an alternative to financial statement recognition. Under SFAS No. 123(R), we must determine the
appropriate fair value model to be used for valuing share-based payments, the amortization method for compensation cost and the
transition method to be used at date of adoption. We previously adopted the fair-value-based method of accounting for share-
based payments under SFAS No. 123 effective January 1, 2003 using the prospective method described in SFAS No. 148,
Accounting for Stock-Based Compensation—Transition and Disclosure. Currently, the Company uses the Black-Scholes option
pricing model to estimate the value of stock options granted to employees, and will continue to use this model upon adoption of
SFAS 123(R). Because SFAS No. 123(R) must be applied not only to new awards but to previously granted awards that are not
fully vested on the effective date, and we adopted SFAS No. 123 using the prospective transition method (which applied only to
awards granted, modified or settled after the adoption date), compensation cost for some previously granted awards that was not
recognized under SFAS No. 123 will be recognized under SFAS No. 123(R). In addition, our stock option participant agreements
provide continued vesting for certain retirement eligible employees who have achieved a predetermined level of service based on
their combined age and years of service. We currently recognize the related compensation cost ratably over the nominal vesting
period. For awards granted after the adoption of SFAS No. 123(R), we will record related compensation cost over the period
through the date the employee first becomes eligible to retire and is no longer required to provide services to earn the award.
Because these amounts are not significant, the adoption of SFAS No. 123(R) is not expected to have a material impact on our
results of operations or financial position. This statement is effective for fiscal periods beginning after December 15, 2005.

New Accounting Pronouncements

In June 2005, the Financial Accounting Standards Board (“FASB”) ratified its Emerging Issues Task Force consensus in
Issue No. 04-5, "Determining Whether a General Partner, or the General Partners as a Group, Controls a Limited Partnership or
Similar Entity When the Limited Partners Have Certain Rights" ("Issue 04-5"). This guidance states that the general partner in a
limited partnership is presumed to control that limited partnership, with limited exceptions. We do not expect the provisions of
Issue 04-5 to impact our current accounting treatment for limited partnerships because we are not a general partner. Issue 04-5 is
effective June 29, 2005 for new limited partnerships and existing limited partnerships where the partnership agreement has been
modified and is otherwise effective for the first fiscal period beginning after December 15, 2005 for all other limited partnerships.

In May 2005, the FASB issued SFAS No. 154, "Accounting Changes and Error Corrections - a replacement of APB Opinion
No. 20 and FASB Statement No. 3" (SFAS 154). This Statement replaces APB Opinion No. 20, "Accounting Changes," and
SFAS No. 3, "Reporting Accounting Changes in Interim Financial Statements," and changes the requirements for the accounting
for and reporting of a change in accounting principle. This Statement requires retrospective application to financial statements of
prior periods for changes in accounting principle. This Statement is effective January 1, 2006 and has been determined to have no
impact on our results of operations or its financial position.

In December 2004, the FASB issued Staff Position 109-1, “Application of FASB Statement No. 109, Accounting for Income
Taxes, to the Tax Deduction on Qualified Production Activities Provided by the American Jobs Creation Act of 2004 (FSP 109-
1). The American Jobs Creation Act, which was signed into law in October 2004, provides a 3% tax deduction on qualified
domestic production activities income for 2005. When fully phased-in, the deduction will be 9% of the lesser of “qualified
production activities income” or taxable income. Based on the guidance provided by FSP 109-1, this deduction was accounted
for as a special deduction under SFAS No. 109 and reduced tax expense. Tax benefits resulting from the new deduction were
recorded during 2005, and resulted in a reduction in our federal income tax rate (see Note 9 to Consolidated Financial
Statements).
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are subject to interest rate risk on our rate-sensitive financing to the extent long-term rates decline. The following tables
set forth, as of December 31, 2005 and 2004, our rate-sensitive financing obligations, principal cash flows by scheduled maturity,
weighted-average interest rates and estimated fair market value ($000’s omitted).

As of December 31, 2005 for the
Years ended December 31,

There- Fair
2006 2007 2008 2009 2010 after Total Value
Rate sensitive liabilities:
Fixed interest rate debt:

Senior notes and

subordinated notes............... $ - $ - $§ - $ 400,000 $ - $2,998,563 $3,398,563 $§ 3,421,959
Average interest rate............ - - - 4.88% - 6.58% 6.38% -
Limited recourse

collateralized financing....... $ 18051 § 5700 $§ 3949 § 933 § - $ - $ 28633 % 28,633
Average interest rate............ .89% 1.80% 1.27% 8.25% - - 1.36% -

As of December 31, 2004 for the
Years ended December 31,

There- Fair
2005 2006 2007 2008 2009 after Total Value
Rate sensitive liabilities:
Fixed interest rate debt:

Senior notes and

subordinated notes............... $ 125,000 $ - $ - $ - $ 400,000 $2,348,563 $2,873,563 $§ 3,124,413
Average interest rate............ 7.3% - - - 4.88% 6.86% 6.6% -
Limited recourse

collateralized financing ....... $ 60392 $§ 13,309 $§ 4,699 $ 2350 $§ 1,113 $ - $ 81,863 $ 81,863
Average interest rate............ 1.48% 1.97% 4.17% 5.25% 5.25% - 1.87% -

Pulte Mortgage, operating as a mortgage banker, is also subject to interest rate risk. Interest rate risk begins when we
commit to lend money to a customer at agreed-upon terms (i.e., commit to lend at a certain interest rate for a certain period of
time). The interest rate risk continues through the loan closing and until the loan is sold to an investor. During 2005 and 2004,
this period of interest rate exposure averaged approximately 60 days. In periods of rising interest rates, the length of exposure
will generally increase due to customers locking in an interest rate sooner as opposed to letting the interest rate float.

We minimize interest rate risk by (i) financing the loans via a variable rate borrowing agreement tied to LIBOR and A1/P1
commercial paper rates and (ii) hedging our loan commitments and closed loans through derivative financial instruments. These
financial instruments include cash forward placement contracts on mortgage-backed securities, whole loan investor commitments,
options on treasury future contracts and options on cash forward placement contracts on mortgage-backed securities. We do not
use any derivative financial instruments for trading purposes.

Hypothetical changes in the fair values of our financial instruments arising from immediate parallel shifts in long-term
mortgage rates of plus 50, 100 and 150 basis points would not be material to our financial results.

At December 31, 2005, our aggregate net investments exposed to foreign currency exchange rate risk include our remaining

non-operating investments in Mexico, which approximated $6.2 million, and our mortgage banking joint venture investment in
Mexico, which approximated $15.1 million.

32



SPECIAL NOTES CONCERNING FORWARD-LOOKING STATEMENTS

As a cautionary note, except for the historical information contained herein, certain matters discussed in Item 1A., Risk
Factors, Ttem 7., Management’s Discussion and Analysis of Financial Condition and Results of Operations and Item 7A.,
Quantitative and Qualitative Disclosures About Market Risk, are “forward-looking” statements within the meaning of the Private
Securities Litigation Reform Act of 1995 (the “Reform Act”).

Forward-looking statements give current expectations or forecasts of future events. Words such as “anticipate”, “expect”,
“intend”, “plan”, “believe”, “seek™, “estimate”, and other words and terms of similar meaning in connection with discussions of
future operating or financial performance signify forward-looking statements. From time to time, we also may provide oral or
written forward-looking statements in other materials released to the public. Such statements are made in good faith by us
pursuant to the “Safe Harbor” provisions of the Reform Act. We undertake no obligation to update publicly or revise any
forward-looking statement, whether as a result of new information, future events, or otherwise.

Such forward-looking statements involve known risks, uncertainties and other factors that may cause our actual results,
performance or achievements to be materially different from our future results, performance or achievements expressed or
implied by the forward-looking statements. Such factors include, among other things, those set forth under Item 1A. — Risk
Factors.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

PULTE HOMES, INC.
CONSOLIDATED BALANCE SHEETS
December 31, 2005 and 2004
($000°s omitted, except share data)

ASSETS
2005
Cash and eqUIVAIENTS ...........ccouevivivieieieieiececececeeeeeeeeeeceesee e $ 1,002,268
Unfunded SEttIEmMENLtS ............ooviviiiiieiieiceieceeee et ene 156,663
House and 1and INVENTOTY ..........cccevveeirieirieinieieieieeeeereeereeereeeeeeenns 8,756,093
Land held fOr SAlE ........c.oovieeiieieeieeeeeeeeeeeeeeeeeee e 257,724
Land, not owned, under option agreements..............ceceeveerreeerreresreseenennnns 76,671
Residential mortgage loans available-for-sale ............ccccoovrieivreciniecennennns 1,038,506
Investments in unconsolidated entities............cccvevverievevievieriesierieeeeeeee 301,613
GOOAWIIL ..ttt ettt ettt et sa b e s e s eseessessanis 307,693
Intangible aSSEts, NEL........eeveireeireeirieieieeeeree et 127,204
(03515 G 1L - TR 1,023,739
Deferred iNCOME taX aSSEL ......c.evvevverierierieriesiesiesiesiesiesiestesae e saessesaessessenis -
$13,048,174
LIABILITIES AND SHAREHOLDERS’ EQUITY
Liabilities:
Accounts payable, including book overdrafts of $405,411 and
$304,394 in 2005 and 2004, reSpectively .......cccceereerecucereeennnne. $ 789,399
CUSLOMET AEPOSIES.....eevirreeiierireiiereieretetee et reese e s e ebeseeseseesenens 392,041
Accrued and other Habilities..........ccoovviviiveeiiieieeeeeeeeeeeeeeeeeeeae 1,402,620
Collateralized short-term debt, recourse solely to applicable
non-guarantor SUbSIdIiary assets ...........cceceeveereeereeenieereceseneeenenns 893,001
INCOME tAXES ..ottt et 219,504
Deferred income tax liability .........cccocvveveerniniercrinnerccniniecceneeeene 7,740
Senior notes and subordinated NOLES ..........c.ccvevvervevievierierieriesiesieieins 3,386,527
Commitments and CONINZENCIES ......c..eveveerurrerererenerrereerereerererereenenene
Total HabIlItIeS ......ceeveeieveeierieeiiceeeeet et 7,090,832

Shareholders’ Equity:
Preferred stock, $.01 par value; 50,000,000 shares authorized,
NONE ISSUEM ....vivievierieeieeeete ettt ettt ereere e ereereereens -
Common stock, $.01 par value; 400,000,000 shares authorized,
257,030,925 and 255,748,368 shares issued and outstanding

at December 31, 2005 and 2004, respectively.........ccocoveevrievnnnen. 2,570
Additional paid-in capital ...........ccocereireirereee e 1,209,148
Unearned COMPENSALION .......coueueueeruruereiririererineriereneeneereseesesieneeesenees -
Accumulated other comprehensive 10Ss........c.cocvvveveccnnrcceennecncccne (5,496)
Retained €arnings. ........cccoeeveuerieirieiniereene e 4.751.120

Total shareholders’ eqUity........cccooeverererirereeeeee e 5.957.342

$13,048,174

See Notes to Consolidated Financial Statements.
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2004

$ 308,118
118,471
7,241,350
230,086
106,380
697,077
258,868
307,693
135,454
971,634
31.766

$10,406,897

$ 609,039
341,050
1,251,763

617,415
203,806

2,861,550

5,884,623

2,558

1,114,739
(44)
(14,380)

3.419.401

4,522,274
$10,406,897



PULTE HOMES, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
For the years ended December 31, 2005, 2004 and 2003

(000’s omitted, except per share data)

2005 2004 2003
Revenues:

HOMEDUIIAING ... e $ 14,528,236 $ 11,400,008 8,701,661

FINANCIAl SETVICES ....vovieviieieeeieeeceeeeeeeeeeee et ens 161,414 112,719 115,847

Other NON-0PETAtING .......coceieriieriieriereiereeeete et eees 4,885 1,749 3,281

Total FEVENUES .....c.coveeeeeeiieieieieieeeieee e 14,694,535 11,514.476 8,820,789
Expenses:

Homebuilding, principally cost of sales..........ccccocerrirrienecerencrnnnn 12,302,018 9,818,336 7,733,697

FINancial ServiCes........cevveieieieieieieieieeesiese et 93,574 71,528 53,253

Other NON-0perating, NEt ........co.eveveeereruereereriereerererereereereieeseseenenenes 97.279 92.434 78,632

Total EXPENSES.....cveveuieenieeeieieirie ettt 12.492.871 9.982.298 7.865.582
Other income:

EQUILY INCOME.......c.eveviieeiieeieieeieteeeteeetet et saenas 75,350 60,146 38.801
Income from continuing operations before income taxes........................ 2,277,014 1,592,324 994,008
TNCOME TAXES ..ottt ettt neen 840,126 598.751 376,460
Income from continuing OPETations............ceveverrerrereeerseesrersseeeseseenens 1,436,888 993,573 617,548
Income (loss) from discontinued Operations.............ceveeveereeereeerreennnes 55,025 (7,032) 7,086
INELINCOMIE ..ottt s st esesens $ 1491913 $ 986,541 624,634
Per share data:

Basic:
Income from continuing OPerations ............ccceeervereruereerereeereecnnens $ 5.62 $ 3.93 2.53
Income (loss) from discontinued operations...............ccceevereeerenenn. 22 (.03) .03
NEL INCOIMIE .....voveieeerieierietetiiseetesesee et s e s s sesenssessesenas $ 5.84 $ 391 2.56
Assuming dilution:
Income from continuing OPerations ..............coeveveveveeerererererererenennns $ 5.47 $ 3.82 2.46
Income (loss) from discontinued Operations..........c.cccceecreruevecnennes 21 (.03) .03
NEL INCOIMIE.....c.vvvieeeeeteteeeeeete et teeee ettt eseseaseseaeseeeee s $ 5.68 $ 3.79 2.48
Cash dividends declared............ccooeorenriniineeeee e $ 13 $ .10 .05
Number of shares used in calculation:
Basic:
Weighted-average common shares outstanding......................... 255,492 252,590 244,323
Assuming dilution:
Effect of dilutive securities - stock options and restricted
SEOCK GIANTS.......oviieeiieiiereieieieeee ettt esens 7,309 7,644 7,137
Adjusted weighted-average common shares
and effect of dilutive SECUrities.........cevveveieveeieieieieieeeenas 262,801 260,234 251,460

See Notes to Consolidated Financial Statements.
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PULTE HOMES, INC.

CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

AND COMPREHENSIVE INCOME

For the years ended December 31, 2005, 2004 and 2003

($000’s omitted, except per share data)

Accumulated
Additional Other
Common Paid-in Unearned Comprehensive Retained
Stock Capital Compensation Income (Loss) Earnings Total
Shareholders’ Equity, December 31, 2002.......... 2,444 931,329 (9,866) (35,371) 1,871,890 2,760,426
Stock option exercise, including tax benefit ...........

OF $28,742 .. 64 68,171 - - - 68,235
Restricted stock award.......... 12 (12) - - - -
Restricted stock award amortization....... - - 9,210 - - 9,210
Cash dividends declared - $.05 per share................. - - - - (13,612) (13,612)
Stock repurchases.........coveeeeeerereeeereieireeereereeeeennenes (16) (6,054) - - (12,234) (18,304)
Stock-based compensation ..............oceveeeereerereereeennes - 21,305 - - - 21,305
Comprehensive income:

NEL INCOME......eevevieiereeieeeeeereeeeeeeeeteee e - - - - 624,634 624,634

Change in fair value of derivatives, net of

income taxes of $(1,055), net of
reclassification for net realized losses on
derivatives of $1,880 included in net income - - - 1,682 - 1,682

Foreign currency translation adjustments........... - - - (5,453) - (5.453)

Total comprehensive income ..........ccccvveerncunnee 620,863
Shareholders’ Equity, December 31, 2003.......... $ 2,504 $ 1,014,739 § 656) $ (39,142) $ 2,470,678 § 3,448,123
Stock option exercise, including tax benefit

of $35,700 56 79,603 - - - 79,659
Restricted stock award.............ccceeerieererecenensinnnns 4 4) - - - -
Restricted stock award amortization....... - - 612 - - 612
Cash dividends declared - $.10 per share.. - - - - (25,427) (25,427)
Stock repurchases..........coeeeeereeeencenenes 6) (2,290) - - (12,391) (14,687)
Stock-based cOMpPENSation ............cceeeereeceerrereecenne - 22,691 - - - 22,691
Comprehensive income:

NEt INCOME......oovrreierererereeeeeeeetee e - - - - 986,541 986,541

Change in fair value of derivatives, net of

income taxes of $(206), net of
reclassification for net realized losses on
derivatives of $199 included in net income... - - - 336 - 336

Foreign currency translation adjustments........... - - - 24,426 - 24,426

Total comprehensive income .........coccceveeeeneennnee 1,011,303
Shareholders’ Equity, December 31, 2004.......... $ 2,558 $ 1,114,739 § “44) 3 (14,380) $ 3,419,401 $ 4522274
Stock option exercise, including tax benefit

Of $34,095 ... 30 65,313 - - - 65,343
Restricted stock award...........ccccceeerieerericenenninnnns 18 (18) - - - -
Restricted stock award amortization - - 44 - - 44
Cash dividends declared - $.13 per share................. - - - - (33,550) (33,550)
Stock 1epuIChases........cccvveeeeeeurereineeeieieeeireseereiennes (36) (16,566) - - (126,644) (143,246)
Stock-based compensation ..............oceveeeereerereereennes - 45,680 - - - 45,680
Comprehensive income:

NEt INCOME......ooueereiierererereiereceeee e - - - - 1,491,913 1,491,913

Change in fair value of derivatives, net of

income taxes of $2,481, net of
reclassification for net realized losses on
derivatives of $138 included in net income... - - - (4,048) - (4,048)

Foreign currency translation adjustments........... - - - 12,932 - 12,932

Total comprehensive income .........coccceveeeeneennee 1,500,797
Shareholders’ Equity, December 31, 2005.......... $ 2,570 $ 1,209,148 $ - 8 (5,496) $ 4,751,120 § 5,957,342

See Notes to Consolidated Financial Statements.
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PULTE HOMES, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended December 31, 2005, 2004 and 2003
($000°s omitted)

2005 2004 2003

Cash flows from operating activities:
NEEINCOMIE .ottt ee e e eee e e et e e e eaeeeeeeseneaeaes $1,491,913 $ 986,541 $ 624,634
Adjustments to reconcile net income to net cash flows
provided by (used in) operating activities:
Loss on sale of SUbSIAIArIEs .........ccooevvvvieiieiiiiecieeceeeeeeeeeeae 13,124 33,150

Amortization and depreciation ...........c.cceeeeeeeveveeireeenereeeseeennnns 61,512 46,296 39,419
Stock-based compensation EXpense..........coveerveerveerieerrenesrenenns 45,724 23,303 30,515
Deferred INCOME tAXES.....c.ueivviieeieeeieeieeeeieeeeeeeeeeeeeeneeeeseesneennes 39,506 (22,967) 18,985
Distributions in excess (less than) earnings of affiliates.............. 10,670 (21,625) (36,186)
Oher, NIEE ..vviieeeeeiiieieeeee ettt (800) 3,332 775
Increase (decrease) in cash due to:
INVENTOTIES ....eeeeeeeeieeeeeic ettt s (1,688,571)  (2,056,563)  (1,371,163)
Residential mortgage loans available-for-sale.................... (341,429) (155,575) 59,000
OPher SSELS.....cveveveuiirieieiicreeiet sttt (135,336) 29,573 (14,242)
Accounts payable, accrued and other liabilities.................. 477,372 282,259 293,734
INCOME TAKES....eveviveniieieiiiciereeeriee et 45,019 160,114 18.124
Net cash provided by (used in) operating activities...........ccceerveeruenen. 18,704 (692,162) (336,405)
Cash flows from investing activities:
Distributions from unconsolidated entities.............cccoevvevierieiennnen. 107,978 66,067 43,606
Investments in unconsolidated entities .............coceveeeererereneeereenennn. (161,926) (196,997) (13,827)
Investments in SUDSIAIATIES .......c.ecveverieieieieieieieeereeeeeeeeeeeeeas (31,172) - -
Proceeds from the sale of subsidiaries..........ccoccovveveeieveiiveecnrene. 142,866 - -
Proceeds from the sale of fixed aSSets .......cccovvvvevveveiieieiicieceeeennen, 5,858 7,094 5,023
Capital eXPenditires.........covvveiereriereieeieieieerreeeree e esseeesseseeaens (88,887) (75,219) (39,120)
(11T 280 1 1= SO - 500 -
Net cash provided by (used in) investing activities .............ceeevereernene (25,283) (198.,555) (4,318)
Cash flows from financing activities:
Payment of senior notes and subordinated notes.............cccoc....... (125,000) (189,270) (457,511)
Proceeds from DOITOWINGS .......c.covevrveeieeirieirieireceeeeee e 970,944 1,039,949 696,965
Repayment of bOIrroWIngs.........c.ccvvveeeeeieerieeneeeeeeeeeeeseeeeeeees - (44,892) (118,168)
Issuance of comMMmON StOCK ........cocvvviviieiiiiiiiiecee e 31,248 43,959 39,493
Stock repUIChases ........coveirueiieiieee e (143,246) (14,687) (18,304)
Dividends Paid..........ccevveieeveirieienieieiieee e (33.550) (25.427) (13.612)
Net cash provided by financing activities ............ccvveverveeeereeirieereennns 700,396 809,632 128,863
Effect of exchange rate changes on cash and equivalents .................... 333 (46) (1,994)
Net increase (decrease) in cash and equivalents ...........ccccocevveirieenienene 694,150 (81,131) (213,854)
Cash and equivalents at beginning of year............ccceeeverveerreerieeriennn 308,118 389,249 603,103
Cash and equivalents at end of year ...........ccoeeeeeeeeeeeeeeeeeenes $1,002,268 $ 308,118 $§ 389,249

Supplemental Cash Flow Information:
Cash paid during the year for:
Interest, net of amount capitalized.............cccoeveveerreerreeerennnnes $ 42789
TICOME LAXES ...ovoveeerrsiereeiesesseeneesessseseesessesseesessnsseesessnsnensesenans $ 747325

37,055 § 42885
453,287 $ 337,590

A |l

See Notes to Consolidated Financial Statements.
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PULTE HOMES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Summary of significant accounting policies
Basis of presentation

The consolidated financial statements include the accounts of Pulte Homes, Inc., all of its direct and indirect subsidiaries
(the “Company”) and variable interest entities in which the Company is deemed to be the primary beneficiary. The direct
subsidiaries of Pulte Homes, Inc. include Pulte Diversified Companies, Inc., Del Webb Corporation (“Del Webb”) and other
subsidiaries that are engaged in the homebuilding business. Pulte Diversified Companies, Inc.’s operating subsidiaries
include Pulte Home Corporation, Pulte International Corporation (“International”) and other subsidiaries that are engaged in
the homebuilding business. Pulte Diversified Companies, Inc.’s former thrift subsidiary, First Heights Holding Corp, LLC
(“First Heights”), is classified as a discontinued operation (See Note 3). The Company also has a mortgage banking
company, Pulte Mortgage LLC (“Pulte Mortgage”), which is a subsidiary of Pulte Home Corporation.

In December 2005, the Company sold substantially all of its Mexico homebuilding operations realizing cash of $131.5
million as further described in Note 3. For the years ended December 31, 2005, 2004 and 2003, the Mexico operations have
been presented as discontinued operations in the Company’s Consolidated Financial Statements.

In January 2005, the Company sold all of its Argentina operations, as further described in Note 3. At December 31,
2004, the Argentina operations were classified as held for sale. For the years ended December 31, 2004 and 2003, the
Argentina operations have been presented as discontinued operations in the Company’s Consolidated Financial Statements.

Use of estimates

The preparation of financial statements in conformity with United States generally accepted accounting principles
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.

Foreign currency

The financial statements of the Company’s foreign subsidiaries in Argentina and Mexico were measured using the local
currency as the functional currency. Assets and liabilities of these subsidiaries were translated at exchange rates as of the
balance sheet date. Revenues and expenses were translated at average exchange rates in effect during the year. Cumulative
translation adjustments of $7.6 million for the Company’s Mexico homebuilding operations were recognized in December
2005 in connection with the sale of those operations. The cumulative translation adjustment of $25.1 million for Argentina
was recognized in December 2004 in connection with the classification of those operations as held for sale. Realized foreign
currency transaction gains and losses are included in the Consolidated Statements of Operations. Realized foreign currency
transaction (gains) losses of $(1.6) million, $300 thousand, and $(70) thousand for the years ended December 31, 2005, 2004
and 2003, respectively were recorded in income from discontinued operations.

Cash and equivalents
For purposes of the Consolidated Statements of Cash Flows, commercial paper and time deposits with a maturity of
three months or less when acquired are classified as cash equivalents.

Investments in unconsolidated entities

The equity method of accounting is used for joint ventures and associated entities over which the Company has
significant influence; generally this represents partnership equity or common stock ownership interests of at least 20% and
not more than 50% (See Note 4). Under the equity method of accounting, the Company recognizes its pro rata share of the
profits and losses of these entities. Certain of these entities sell lots and provide construction services to the Company.
Profits from such activities are deferred by the Company until which time the related homes are sold.

The cost method of accounting is used for investments in which the Company has less than a 20% ownership interest
and does not have the ability to exercise significant influence.
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PULTE HOMES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

Summary of significant accounting policies (continued)
Goodwill

At December 31, 2005 and 2004, the majority of goodwill, which represents the cost of acquired companies in excess of
the fair value of the net assets at the acquisition date, resulted from the acquisition of Del Webb in 2001. All goodwill relates
to the Homebuilding segment, except for $700 thousand, which relates to the Financial Services segment. In accordance
with Statement of Financial Accounting Standards (“SFAS”) No. 142, annually and when events or changes in circumstances
indicate the carrying amount may not be recoverable, management evaluates the recoverability of goodwill by comparing the
carrying value of the Company’s reporting units to their fair value. Fair value is determined based on discounted future cash
flows. The Company performed its annual impairment test during the fourth quarter of 2005 and determined there to be no
impairment of goodwill.

Intangible assets

Intangible assets consist primarily of trademarks and tradenames acquired in connection with the 2001 acquisition of Del
Webb and are included in the assets of the Homebuilding segment. These intangible assets were valued at the acquisition
date utilizing proven valuation procedures and are being amortized on a straight-line basis over a 20-year life. The acquired
cost and accumulated amortization of the Company’s intangible assets was $163.5 million and $36.3 million, respectively, at
December 31, 2005, and $163.5 million and $28.1 million, respectively, at December 31, 2004. Amortization expense was
$8.2 million for the year ended December 31, 2005 and $8.3 million for each of the years ended December 31, 2004 and
2003, respectively. Amortization expense for trademarks and tradenames is expected to be approximately $8.2 million in
each of the next 5 years.

Intangible assets are reviewed for impairment when events or changes in circumstances indicate the carrying amount
may not be recoverable. If impairment indicators exist, an assessment of undiscounted future cash flows for the assets
related to these intangibles is evaluated accordingly. If the results of the analysis indicate impairment, the assets are adjusted
to fair market value. During the years ended December 31, 2005, 2004 and 2003, there were no impairments of intangible
assets.

Fixed assets and depreciation

Fixed assets are recorded at cost. Maintenance and repair costs are charged to earnings as incurred. Depreciation is
computed principally by the straight-line method based upon estimated useful lives as follows: Vehicles, three to five years,
model and office furniture, two to five years, and equipment, three to ten years. Fixed assets are included in Other Assets
and totaled $153.6 million net of accumulated depreciation of $130.2 million at December 31, 2005 and $126.1 million net
of accumulated depreciation of $101.7 million at December 31, 2004. Total depreciation expense for the years ended
December 31, 2005, 2004 and 2003 was $53.3 million, $38 million, and $31.2 million, respectively.
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PULTE HOMES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

Summary of significant accounting policies (continued)
Advertising cost

The Company expenses advertising costs as incurred. For the years ended December 31, 2005, 2004 and 2003, the
Company incurred advertising costs of approximately $94.1 million, $87.1 million and $79.7 million, respectively.

Employee benefits

The Company maintains one defined contribution plan that covers substantially all of the Company’s employees.
Company contributions to the plan are expensed as paid. The total Company contributions pursuant to the plan were
approximately $19.8 million, $15 million and $9.5 million for the years ended December 31, 2005, 2004 and 2003,
respectively.

Insurance

The Company has, and requires the majority of its subcontractors to have, general liability, property, errors and
omissions, workers compensation and other business insurance. These insurance policies protect the Company against a
portion of its risk of loss from claims, subject to certain self-insured retentions, deductibles, and other coverage limits.
Through its captive insurance subsidiaries, the Company reserves for costs to cover its self-insured and deductible amounts
under those policies and for any costs of claims and lawsuits, based on an analysis of the Company’s historical claims, which
includes an estimate of claims incurred but not yet reported. The Company’s total reserves for such items were $153.4
million and $115.6 million at December 31, 2005 and 2004, respectively. Expenses related to such claims were
approximately $70.1 million, $58.4 million, and $40.9 million for the years ended December 31, 2005, 2004, and 2003,
respectively.

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, adjusted for nonvested shares of restricted stock (the “denominator”) for the
period. Computing diluted earnings per share is similar to basic earnings per share, except that the denominator is increased
to include the dilutive effects of options and nonvested shares of restricted stock. Any 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. For the year ended December 31, 2005, 2004, and 2003, the Company had 161,109, 129,390 and 156,632 anti-
dilutive outstanding stock options, respectively, which were excluded from this calculation.

Fair values of financial instruments

The carrying amounts of cash and equivalents approximate their fair values due to their short-term nature.

The fair value of residential mortgage loans available-for-sale is estimated using the quoted market prices for securities
backed by similar loans. Fair value exceeded cost by approximately $10.8 million and $6.9 million at December 31, 2005
and 2004, respectively.

Carrying amounts for financial derivative instruments reported in the balance sheet approximate fair value as the
amounts reported are based on current market prices. The estimated fair values of financial instruments were determined by
management using available market information and appropriate valuation methodologies. Considerable judgment is
necessary to interpret the market data and develop the estimated fair value. Accordingly, the estimates presented are not
necessarily indicative of the amounts the Company could realize on disposition of the financial instruments. Changes in the
fair value of these instruments would not have a significant impact on the Company’s results of operations. The use of
different market assumptions and/or estimation methodologies may have a material effect on the estimated fair value
amounts. At December 31, 2005, derivative assets, included in other assets, in the balance sheet, totaled $5.3 million and
derivative liabilities, included in accrued and other liabilities, totaled $7.5 million. At December 31, 2004, derivative assets
totaled $3.8 million and derivative liabilities totaled $3.5 million.
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PULTE HOMES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

Summary of significant accounting policies (continued)
Fair values of financial instruments (continued)

The fair values of subordinated debentures and senior notes are based on quoted market prices, when available. If
quoted market prices are not available, fair values are based on quoted market prices of similar issues.

Disclosures about the fair value of financial instruments are based on pertinent information available to management as
of December 31, 2005. Although management is not aware of any factors that would significantly affect the reasonableness
of the fair value amounts, such amounts were not comprehensively revalued for purposes of these financial statements since
that date and current estimates of fair value may differ significantly from the amounts presented herein.

Stock-based compensation

The Company currently has several stock-based employee compensation plans. Effective January 1, 2003, the Company
adopted the preferable fair value recognition provisions of SFAS No. 123, “Accounting for Stock Issued to Employees.” The
Company selected the prospective method of adoption as permitted by SFAS No. 148, “Accounting for Stock-Based
Compensation — Transition and Disclosure.” Under the prospective method, the Company recognizes compensation expense
on an accelerated basis, based on the fair value provisions of SFAS No. 123. Additionally, the Company recognizes
compensation expense on the graded vesting method over the vesting periods of the applicable stock options, generally four
years. The graded vesting method provides for vesting of portions of the overall awards at interim dates and results in
greater expense recorded in earlier years than the straight-line method. Grants made prior to January 1, 2003 continue to be
accounted for under the recognition and measurement principles of APB Opinion No. 25, “Accounting for Stock Issued to
Employees,” and related Interpretations. With the exception of certain variable stock option grants, no stock-based employee
compensation cost is reflected in net income for grants made prior to January 1, 2003, as all options granted in those years
had an exercise price equal to the market value of the underlying common stock on the date of grant.

The following table illustrates the effect on net income and earnings per share if the Company had applied the fair value
recognition provisions of SFAS No. 123, “Accounting for Stock-Based Compensation,” to all stock-based employee
compensation. The fair value of each option grant is estimated on the date of grant using the Black-Scholes option pricing
model with the following weighted-average assumptions used for grants in 2005, 2004 and 2003, respectively: weighted-
average dividend yields of .39%, .33% and .44%, expected volatility of 40.1%, 36.6% and 35.3%, weighted-average risk-
free interest rates of 4.6%, 3.80% and 3.57%, and weighted-average expected lives of 5.62 years, 5.92 years and 6.76 years.

Years Ended December 31,
($000’s omitted, except per share data)

2005 2004 2003

Net income, as TEPOILEd ......overviveveieieriereiisieieseieeeie e $1,491913 $ 986,541 $ 624,634
Add: Stock-based employee compensation expense included

in reported net income, net of related tax effects ................. 14,705 9,922 8,972
Deduct: Total stock-based employee compensation expense

determined under fair value based method for all awards,

net of related tax effects ........coveveernrecrnneccrcecee (16.119) (15,245) (11,456)
Pro forma net inCOME ........ovvvevevireririririrrrereeeeeeeeeeeee $1,490499 $ 981,218 § 622,150
Earnings per share:

Basic-as reported..........covevviiiirieiiiieee s $ 584 § 391 $ 2.56

Basic-pro forma...........cceeiieiieeeriiieieseees s $ 583 § 388 $ 2.55

Diluted-as reported. ..o s $ 5.68 § 379 $ 2.48

Diluted-pro forma..........cccevevrrrrrririiiesees s $ 567 § 377 $ 2.47

The Company also recorded compensation expense for restricted stock awards, net of related tax effects, of $13.3
million, $4.4 million, and $9.9 million for the years ended December 31, 2005, 2004 and 2003, respectively. These amounts
have been excluded from the above reconciliation, as they would have no impact on pro forma net income as presented.
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PULTE HOMES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

Summary of significant accounting policies (continued)
New accounting pronouncements

In June 2005, the Financial Accounting Standards Board (“FASB”) ratified its Emerging Issues Task Force consensus in
Issue No. 04-5, "Determining Whether a General Partner, or the General Partners as a Group, Controls a Limited Partnership
or Similar Entity When the Limited Partners Have Certain Rights" ("Issue 04-5"). This guidance states that the general
partner in a limited partnership is presumed to control that limited partnership, with limited exceptions. The Company does
not expect the provisions of Issue 04-5 to impact its current accounting treatment for limited partnerships because the
Company is not a general partner. Issue 04-5 is effective June 29, 2005 for new limited partnerships and existing limited
partnerships where the partnership agreement has been modified and is otherwise effective for the first fiscal period
beginning after December 15, 2005 for all other limited partnerships.

In May 2005, the FASB issued SFAS No. 154, "Accounting Changes and Error Corrections - a replacement of APB
Opinion No. 20 and FASB Statement No. 3" (SFAS 154). This Statement replaces APB Opinion No. 20, "Accounting
Changes," and SFAS No. 3, "Reporting Accounting Changes in Interim Financial Statements," and changes the requirements
for the accounting for and reporting of a change in accounting principle. This Statement requires retrospective application to
financial statements of prior periods for changes in accounting principle. This Statement is effective January 1, 2006 and has
been determined to have no impact on the Company’s results of operations or its financial position.

On December 15, 2004, the FASB issued SFAS No. 123(R), Share-Based Payment, which amends SFAS No. 123,
Accounting for Stock-Based Compensation. SFAS No. 123(R) requires that all share-based payments to employees,
including grants of employee stock options, be accounted for at fair value. The pro forma disclosures previously permitted
under SFAS No. 123 no longer will be an alternative to financial statement recognition. Under SFAS No. 123(R), the
Company must determine the appropriate fair value model to be used for valuing share-based payments, the amortization
method for compensation cost and the transition method to be used at date of adoption. The Company previously adopted
the fair-value-based method of accounting for share-based payments under SFAS No. 123 effective January 1, 2003 using
the prospective method described in SFAS No. 148, Accounting for Stock-Based Compensation—Transition and Disclosure.
Currently, the Company uses the Black-Scholes option pricing model to estimate the value of stock options granted to
employees, and will continue to use this model upon adoption of SFAS 123(R). Because SFAS No. 123(R) must be applied
not only to new awards but to previously granted awards that are not fully vested on the effective date, and the Company
adopted SFAS No. 123 using the prospective transition method (which applied only to awards granted, modified or settled
after the adoption date), compensation cost for some previously granted awards that was not recognized under SFAS No. 123
will be recognized under SFAS No. 123(R). In addition, the Company’s stock option participant agreements provide
continued vesting for certain retirement eligible employees who have achieved a predetermined level of service based on
their combined age and years of service. The Company currently recognizes the related compensation cost ratably over the
nominal vesting period. For awards granted after the adoption of SFAS No. 123(R), the Company will record related
compensation cost over the period through the date the employee first becomes eligible to retire and is no longer required to
provide services to earn the award. Because these amounts are not significant, the adoption of SFAS No. 123(R) is not
expected to have a material impact on the Company’s results of operations or financial position. This statement is effective
for fiscal periods beginning after December 15, 2005.

In December 2004, the FASB issued Staff Position 109-1, “Application of FASB Statement No. 109, Accounting for
Income Taxes, to the Tax Deduction on Qualified Production Activities Provided by the American Jobs Creation Act of
2004” (FSP 109-1). The American Jobs Creation Act, which was signed into law in October 2004, provides a 3% tax
deduction on qualified domestic production activities income for 2005. When fully phased-in, the deduction will be 9% of
the lesser of “qualified production activities income” or taxable income. Based on the guidance provided by FSP 109-1, this
deduction was accounted for as a special deduction under SFAS No. 109 and reduced tax expense. Tax benefits resulting
from the new deduction were recorded during 2005, and resulted in a reduction in the Company’s federal income tax rate
(see Note 9).
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PULTE HOMES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

Summary of significant accounting policies (continued)
Homebuilding
Inventories

Finished inventories are stated at the lower of accumulated cost or net realizable value. Inventories under development
or held for development are stated at accumulated cost, unless certain facts indicate such cost would not be recovered from
the cash flows generated by future disposition. In this instance, such inventories are measured at fair value.

Sold units are expensed on a specific identification basis. Under the specific identification basis, cost of sales includes
the construction cost of the home, an average lot cost by project based on land acquisition and development costs, and
closing costs and commissions. Construction cost of the home includes amounts paid through the closing date of the home,
plus an accrual for costs incurred but not yet paid, based on an analysis of budgeted construction cost. This accrual is
reviewed for accuracy based on actual payments made after closing compared to the amount accrued, and adjustments are
made if needed. Total project land acquisition and development costs are based on an analysis of budgeted costs compared
to actual costs incurred to date and estimates to complete. Adjustments to estimated total project land acquisition and
development costs for the project affect the amount of future lots costed.

The Company capitalizes interest cost into homebuilding inventories. Each layer of capitalized interest is amortized
over a period that approximates the average life of communities under development. Interest expense is allocated over the
period based on the cyclical timing of unit settlements. The Company capitalized interest in the amount of $185.8 million,
$156.1 million and $136.3 million and expensed to home cost of sales $179.6 million, $133 million and $78.7 million in
2005, 2004 and 2003, respectively.

Major components of the Company’s inventory at December 31, 2005 and 2004 were ($000’°s omitted):

2005 2004
Homes under construction.............ccccceveevenee.. $ 3,136,708 $ 2,551,921
Land under development............ccccoeveirveernnee 4,844.913 4,009,839
Land held for future development.................... 774,472 679,590
TOtAl .ot $ 8,756,093 $ 7,241,350

Land, not owned, under option agreements

In the ordinary course of business, the Company enters into land option agreements in order to procure land for the
construction of homes in the future. Pursuant to these land option agreements, the Company will provide a deposit to the
seller as consideration for the right to purchase land at different times in the future, usually at predetermined prices. Under
FASB Interpretation No. 46, “Consolidation of Variable Interest Entities,” as amended by FIN 46-R issued in December
2003 (collectively referred to as “FIN 46”), if the entity holding the land under option is a variable interest entity, the
Company’s deposit represents a variable interest in that entity. Creditors of the variable interest entities have no recourse
against the Company.

In applying the provisions of FIN 46, the Company evaluated all land option agreements and determined that the
Company was subject to a majority of the expected losses or entitled to receive a majority of the expected residual returns
under a limited number of these agreements. As the primary beneficiary under these agreements, the Company is required to
consolidate variable interest entities at fair value. At December 31, 2005 and 2004, the Company classified $76.7 million
and $106.4 million, respectively, as land, not owned, under option agreements on the balance sheet, representing the fair
value of land under contract, including deposits of $13.4 million and $18.9 million, respectively. The corresponding liability
has been classified within accrued and other liabilities on the balance sheet.

Land option agreements that did not require consolidation under FIN 46 at December 31, 2005 and 2004, had a total
purchase price of $7.6 billion and $6.3 billion, respectively. In connection with these agreements, the Company had deposits
and advanced costs of $431.4 million and $311.7 million, included in other assets at December 31, 2005 and 2004,
respectively.
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PULTE HOMES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

Summary of significant accounting policies (continued)
Homebuilding (continued)
Land held for sale

At December 31, 2005 and 2004, the Company had approximately $257.7 million and $230.1 million of land held for
sale related to the Company’s Homebuilding segment. Land held for sale is recorded at the lower of cost or fair value less
costs to sell.

Allowance for warranties

Home purchasers are provided with warranties against certain building defects. The specific terms and conditions of
those warranties vary geographically. Most warranties cover different aspects of the home’s construction and operating
systems for a period of up to ten years. The Company estimates the costs to be incurred under these warranties and records a
liability in the amount of such costs at the time product revenue is recognized. Factors that affect the Company’s warranty
liability include the number of homes sold, historical and anticipated rates of warranty claims, and cost per claim. The
Company periodically assesses the adequacy of its recorded allowance for warranties and adjusts the amount as necessary.

Changes to the Company’s allowance for warranties for the years ended December 31, 2005 and 2004, are as follows
($000’s omitted):

2005 2004
JANUATY L.eeieieieieieieececceceeeee i $ 83397 §$§ 61,569
Warranty reserves provided..........c.cocccceenunneeee 158,192 111,062
Payments and other adjustments...................... (129.292) (89.234)
December 31 ..o $§ 112297 § 83397

Revenues

Homebuilding revenues are recorded when the sales of homes are completed and ownership has transferred to the
customer. Unfunded settlements are deposits in transit on homes for which the sale was completed.

Start-up costs

Costs and expenses associated with entry into new homebuilding markets and opening new communities in existing
markets are expensed when incurred.

Financial Services
Mortgage servicing rights

The Company allocates the cost of mortgage loans originated and purchased between the mortgage loans and the right to
service those mortgage loans, based on relative fair value, on the date the loan is sold.

The Company sells its servicing rights on a flow basis through fixed price servicing sales contracts. Due to the short
period of time the servicing rights are held, generally less than four months, the Company does not amortize the servicing
asset. Furthermore, there are no impairment issues since the servicing rights are recorded based on the value in the servicing
sales contracts. The servicing sales contracts provide for the reimbursement of payments made by the purchaser if loans
prepay within specified periods of time, usually 90 days after sale or securitization. The Company established reserves for
this liability of $5.2 million and $3.8 million at December 31, 2005 and 2004, respectively, included in accrued and other
liabilities, at the time the sale was recorded. During 2005, 2004 and 2003, total servicing rights recognized were $31.7
million, $25.3 million, and $36.7 million, respectively.

Residential mortgage loans available-for-sale

Residential mortgage loans available-for-sale are stated at the lower of aggregate cost or market value. Unamortized net
mortgage discounts totaled $4.8 million and $2.1 million at December 31, 2005 and 2004, respectively. These discounts are
not amortized as interest revenue during the period the loans are held for sale.
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Summary of significant accounting policies (continued)
Financial Services (continued)
Residential mortgage loans available-for-sale (continued)

Gains and losses from sales of mortgage loans are recognized when the loans are sold. The Company hedges its
residential mortgage loans available-for-sale. Gains and losses from closed commitments and futures contracts are matched
against the related gains and losses on the sale of mortgage loans. During 2005, 2004 and 2003, net gains from the sale of
mortgages were $81.1 million, $50.3 million, and $64.4 million, respectively, which have been included in Financial Services
revenue.

Interest income on mortgage loans
Interest income is accrued from the date a mortgage loan is originated until the loan is sold.
Mortgage servicing, origination and commitment fees

Mortgage servicing fees represent fees earned for servicing loans for various investors. Servicing fees are based on a
contractual percentage of the outstanding principal balance, or a contracted set fee in the case of certain sub-servicing, and are
credited to income when related mortgage payments are received. Loan origination fees, commitment fees and certain direct
loan origination costs on funded loans are deferred as an adjustment to the cost of the related mortgage loan until such loan is
sold.

Derivative instruments and hedging activities

The Company recognizes all of its derivative instruments as either assets or liabilities in the balance sheet at fair value.
The accounting for changes in the fair value (i.e., gains or losses) of a derivative instrument depends on whether it has been
designated and qualifies as part of a hedging relationship and further, on the type of hedging relationship. For those
derivative instruments that are designated and qualify as hedging instruments, the Company must designate the hedging
instrument, based upon the exposure being hedged, as either a fair value hedge or a cash flow hedge.

For derivative instruments that are designated and qualify as a cash flow hedge (i.e., hedging the exposure to variability
in expected future cash flows that is attributable to a particular risk), the effective portion of the gain or loss on the derivative
instrument is reported as a component of other comprehensive income and reclassified into earnings in the same period or
periods during which the hedged transaction affects earnings. For derivative instruments not designated as hedging
instruments, the gain or loss is recognized in current earnings during the period of change.

Market risks arise from commitments to lend, movements in interest rates and cancelled or modified commitments to
lend. In order to reduce these risks, the Company uses derivative financial instruments. These financial instruments include
cash forward placement contracts on mortgage-backed securities, whole loan investor commitments, options on treasury
futures contracts, and options on cash forward placement contracts on mortgage-backed securities. The Company does not
use any derivative financial instruments for trading purposes. A commitment to lend at a specified interest rate is a derivative
instrument (interest rate is locked to the borrower). When the Company commits to lend to the borrower, the Company
enters into one of the aforementioned derivative financial instruments to economically hedge the rate lock derivative. The
changes in the value of the loan commitment and the derivative financial instrument are recognized in current earnings during
the period of change. At December 31, 2005, commitments by the Company to originate mortgage loans totaled $292.1
million at interest rates prevailing at the date of commitment.

Since the Company 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. The Company evaluates the creditworthiness of these transactions through its normal credit policies.

Cash forward placement contracts on mortgage-backed securities are commitments to either purchase or sell a specified
financial instrument at a specified future date for a specified price and may be settled in cash, by offsetting the position, or
through the delivery of the financial instrument. Options on treasury futures contracts and options on mortgage-backed
securities grant the purchaser, for a premium payment, the right to either purchase or sell a specified treasury futures contract
or a specified mortgage-backed security, respectively, for a specified price within a specified period of time or on a specified
date from or to the writer of the option.
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Summary of significant accounting policies (continued)
Derivative instruments and hedging activities (continued)

Mandatory cash forward contracts on mortgage-backed securities are the predominant derivative financial instruments
used to minimize the market risk during the period from when the Company extends an interest rate lock to a loan applicant
until the time the loan is sold to an investor. Whole loan investor commitments are obligations of the investor to buy loans at
a specified price within a specified time period. At December 31, 2005, the Company had unexpired cash forward contracts
and whole loan investor commitments of $1.1 billion. Options on cash forward contracts on mortgage-backed securities are
used in the same manner as mandatory cash forward contracts, but provide protection from interest rates rising, while still
allowing an opportunity for profit if interest rates fall. Options on the treasury futures contracts are used as cross hedges on
various loan product types and to protect the Company from unexpected increases, cancellations or modifications in lending
commitments. There were no outstanding options on treasury futures contracts at December 31, 2005.

The Company enters into derivative instruments to economically hedge portions of its forecasted cash flow from sales of
mortgage-backed securities with derivative financial instruments. At December 31, 2005, the maximum length of time that
the Company was exposed to the variability in future cash flows of derivative instruments was approximately 80 days.
During the year ended December 31, 2005, the Company did not recognize any material net gains or losses related to an
ineffective portion of the hedging instrument. In addition, the Company did not recognize any material net gains or losses
during the year ended December 31, 2005 for cash flow hedges that were discontinued because the forecasted transaction did
not occur. At December 31, 2005, the Company expects to reclassify $18 thousand, net of taxes, of net losses on derivative
instruments from accumulated other comprehensive income to earnings during the next twelve months from sales of
mortgage-backed securities.

Segment information

The Company’s operations are classified into two reportable segments, Homebuilding and Financial Services.

The Company’s Homebuilding segment is engaged in the acquisition and development of land primarily for residential
purposes within the continental United States and the construction of housing on such land targeted for the first-time, first

and second move-up, and active adult home buyers. The Company’s Homebuilding segment is the aggregation of its related
operating segments.

The Company’s Financial Services segment consists principally of mortgage banking and title operations conducted
through Pulte Mortgage and other Company subsidiaries.

46



PULTE HOMES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

2. Segment information (continued)
Operating Data by Segment ($000’s omitted)
Years Ended December 31,

2005 2004 2003
Revenues:
Homebuilding .........ccooveieriieriieiieesiceeceeseeeeeees $14,528,236 $11,400,008 $8,701,661
Financial SErviCes.......cccoeveieeerieeeeeeeeeeeeere et 161,414 112,719 115,847
Total segment revVenues ..........ccoceevereverereeereereneeeennenes 14.,689.650 11,512,727 8,817,508
Cost of sales (a):

HOmMEbUILAING ..o 11,144,968 8,789,140 6,885,249
Selling, general and administrative:

HOomebUIlINg .....ccovvieveieiiiieieeeee e 1,107,816 973,629 820,951

Financial Services.........ocoovveiioieieeieeeeeeeceeeeee e, 77,570 64,287 45,867

Total segment selling, general and administrative...... 1,185,386 1,037,916 866,818
Interest (a):

Financial SErviCes.......ccoeveieiereeeeeeeeeeeeeereeve e 16,004 7.241 7.386
Other (income) expense, net:

Homebuilding .........ccecevveirieineieiieieeeeeseeeeeee e 49,234 55.567 27.497
Total segment costs and EXPENSEs ........oeveveerereeverererernereecne 12,395,592 9.889.864 7,786,950
Equity income:

HOomebUIlding .......c.coveieueueiirireieerreee e 72,604 53,908 32,549

Financial Services........cooovioieoieieeeeeeeeeeeeeeeeee e, 2.746 6.238 6.252

Total segment equity iINCOME.........cceveeereeereeereeennne 75,350 60,146 38,801
Income before income taxes:
Homebuilding .........ccoveieerieirieiieirieieieeeeeeeeeeeene 2,298,822 1,635,580 1,000,513
Financial Services........ccooveveeeeeeeeeeeeeeeieeeereeeereevenns 70.586 47,429 68,846
Total segment income before income taxes................ $ 2,369,408 $ 1,683,009 $1,069,359
Other non-operating expenses, net (5)........ccccceuueee (92,394) (90,685) (75.351)
Consolidated income before income taxes....................... $ 2277014 $ 1,592,324 $ 994,008

(a) Total interest incurred was 8250 million, $8212.4 million, and $186.3 million for the years ended December 31, 2005, 2004
and 2003, respectively. Homebuilding interest expense, which represents the amortization of capitalized interest, of
8179.6 million, $133 million, and $78.7 million for the years ended December 31, 2005, 2004, and 2003, respectively, is
included as part of homebuilding cost of sales.

(b) Other non-operating expenses, net consists of income and expenses related to Corporate services provided to the
Company’s subsidiaries.
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Segment information (continued)

Asset Data by Segment (3000’°s omitted)

Financial
Homebuilding Services Total
At December 31, 2005:
INVENLOTY ..o $§ 8756093 § - § 8,756,093
Assets:
SEEMENL ...vvvevireeireiereeeee e 11,757,925 1,052,578 12,810,503
Other non-operating............coveeveveeveereenns - - 237,671
Consolidated assets .........c.cceeveveeereennnne $ 13,048,174
At December 31, 2004:
INVENLOTY ..ottt $§ 7241350 § - § 7.241350
Assets:
SEGMENL ... 9,263,864 719,505 9,983,369
Other non-operating..........ccceeeeeeeceeneenne - - 223,054
Discontinued operations ...........c.cccceeeeenee - - 200.474
Consolidated assets .........c.cceevevvevereennnne $ 10,406,897

Discontinued operations
First Heights

In the first quarter of 1994, the Company adopted a plan of disposal for First Heights and announced its strategy to exit
the thrift industry and increase its focus on housing and related mortgage banking. First Heights sold all but one of its 32
bank branches and related deposits to two unrelated purchasers. The sale was substantially completed during the fourth
quarter of 1994. Although the Company expected to complete the plan of disposal within a reasonable period of time,
contractual disputes precluded the Company from completing the disposal in accordance with its original plan.

In August 2005, the United States Court of Appeals affirmed the United States Court of Federal Claims final judgment,
in its entirety, that the Company had been damaged by approximately $48.7 million as a result of the United States
government’s breach of contract in connection with the enactment of Section 13224 of the Omnibus Budget Reconciliation
Act 0of 1993. In December 2005, the Company received payment of the judgment in the amount of $48.7 million, which was
recorded as income from discontinued operations.

In September 2005, First Heights received notice confirming the voluntary dissolution of the First Heights Bank. The
Office of Thrift Supervision also canceled First Heights’ charter. Accordingly, the day-to-day activities of First Heights,
which had been principally devoted to supporting residual regulatory compliance matters and the litigation with the United
States government (See Note 11), have now ceased.

Revenues of this discontinued operation were $10 thousand, $8 thousand, and $6 thousand for the years ended
December 31, 2005, 2004 and 2003. For the years ended December 31, 2005, 2004 and 2003, discontinued thrift operations
reported after-tax income of $56.5 million, $10.5 million and $7.3 million, respectively. The after-tax income for the years
ended December 31, 2005, 2004 and 2003 include approximately $7.8 million, $10.8 million and $7.9 million, respectively,
of net income related to the recognition of income tax benefits resulting from the favorable resolution of certain tax matters.

Mexico Homebuilding Operations

In January 2005, the minority shareholders of Pulte Mexico S. de R.L. de C.V. (“Pulte Mexico”) exercised a put option
under the terms of a reorganization agreement dated as of December 31, 2001, to sell their shares to the Company, the
consummation of which resulted in the Company owning 100% of Pulte Mexico. In March 2005, the Company purchased
60% of the minority interest of Pulte Mexico for approximately $18.7 million in cash. In June 2005, the Company purchased
the remaining 40% of the minority interest of Pulte Mexico for approximately $12.5 million in cash. The Company assigned
approximately $17.6 million of the purchase price premium to house and land inventory, which was amortized through cost
of sales as homes were sold. The excess of the purchase price over the estimated fair values of the underlying assets acquired
and liabilities assumed, of $5.3 million, was recorded as goodwill.
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Discontinued operations (continued)
Mexico Homebuilding Operations (continued)

In December 2005, the Company sold substantially all of its Mexico homebuilding operations to a consortium of
purchasers involved in residential and commercial real estate development. The disposition of the Mexico operations will
allow the Company to invest additional resources in the U.S. housing market. The Company realized cash of $131.5 million
related to the sale. The sale of these operations did not include the Company’s investment in the capital stock of a mortgage
company in Mexico as well as various non-operating entities, which are not considered to be material to the Company’s
results of operations or its financial position.

Revenues of these discontinued operations were $201 million, $185.8 million and $172.3 million for the years ended
December 31, 2005, 2004 and 2003, respectively. For the years ended December 31, 2005, 2004 and 2003, discontinued
Mexico homebuilding operations reported total after-tax income (losses) of ($1.5) million, $4.4 million and $1.7 million,
respectively. For the years ended December 31, 2005, 2004 and 2003, Mexico reported pre-tax operating income of $4.6
million, $8.2 million and $4.6 million, respectively.

For the year ended December 31, 2005, the Company recognized a pre-tax loss of $6.6 million (after-tax loss of $13.1
million) related to the sale of its Mexico homebuilding operations. The pre-tax loss on sale includes the accounting
recognition of the economic losses related to accumulated foreign currency translation adjustments of $7.6 million, which
had previously been reported in other comprehensive income, as well as the write-off of $5.3 million of goodwill related to
the January 2005 acquisition of the minority shareholder interests. At December 31, 2005, the Mexico operations have been
presented as discontinued operations in the consolidated financial statements. Previously, the Mexico operations were
included in the Homebuilding segment. Certain amounts previously reported in the 2004 and 2003 financial statements and
notes thereto were reclassified to conform to the 2005 presentation.

Concurrent with the sale of its Mexico homebuilding operations, the Company elected to repatriate all of its earnings
from its Mexico operations in accordance with the American Jobs Creation Act of 2004 (Internal Revenue Code Section 965,
Temporary Dividends Received Deduction) and recorded $4.8 million of related income taxes, which have been included in
the Mexico loss on sale from discontinued operations.

Argentina Operations

In January 2005, the Company sold all of its Argentina operations to an Argentine company involved in residential and
commercial real estate development. The disposition of these operations was the chosen action to improve the Company’s
overall returns. At December 31, 2004, the Argentina operations were classified as held for sale and presented as
discontinued operations in the consolidated financial statements. Previously, the Argentina operations were included in the
Homebuilding segment.

Total assets to be disposed of at December 31, 2004 were $15.4 million. These assets consisted primarily of cash and
inventories and have been included in Other Assets. Total liabilities to be disposed of at December 31, 2004 were $13.7
million and consisted primarily of accounts payable and other accrued liabilities. The liabilities associated with the disposal
have been classified in accrued and other liabilities.

Revenues of these discontinued Argentine operations were $24.6 million and $37 million for the years ended December
31, 2004 and 2003, respectively. For the years ended December 31, 2004 and 2003 discontinued Argentine operations
reported total after-tax losses of $22 million and $1.9 million, respectively. For the years ended December 31, 2004 and
2003, Argentina reported after-tax operating losses of $1.4 million and $1.9 million, respectively. In addition, the Company
recognized a pre-tax loss of $33.2 million ($20.6 million after-tax) on the write-down of the Argentina operations to fair
value less costs to sell. The pre-tax loss includes the accounting recognition of the economic losses related to accumulated
foreign currency translation adjustments of $25.1 million ($15.6 million after-tax), which had previously been reported in
other comprehensive income.
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Investments in unconsolidated entities

The Company participates in a number of joint ventures with independent third parties. Many of these joint ventures
purchase, develop and/or sell land and homes in the United States and Puerto Rico. If additional capital infusions are
required and approved, the Company would need to contribute its pro-rata portion of those capital needs in order not to dilute
its ownership in the joint ventures. During 2005, the Company invested approximately $37.3 million in three new joint
ventures that develop and/or sell land within the United States.

In January 2004, the Company invested $35 million for a 50% ownership interest in an entity that supplies and installs
basic building components and operating systems, with an option to purchase the remaining 50% interest in the entity in July
2006 or earlier in certain circumstances. Effective January 2006, the Company exercised its option to purchase the remaining
50% interest in this entity.

At December 31, 2005 and 2004, aggregate outstanding debt of unconsolidated joint ventures was $882.2 million and
$58.1 million, respectively. The increase in debt at December 31, 2005 is a result of the growth in the number of joint
venture arrangements as well as increased land development activities for these entities. The Company’s proportionate share
of its joint venture debt as of December 31, 2005 was approximately $294 million, for which the Company provides limited
recourse debt guarantees, of approximately $288 million. Accordingly, the Company may be liable, on a contingent basis,
through limited guarantees with respect to a portion of the secured land acquisition and development debt. However, the
Company would not be liable other than in instances of fraud, misrepresentation or other bad faith actions by the Company,
unless the joint venture was unable to perform its contractual borrowing obligations. As of December 31, 2005, we do not
anticipate the Company will incur any significant costs under these guarantees.

For the year ended December 31, 2005, we made additional capital contributions to these joint ventures totaling
approximately $124.6 million and received capital distributions from these entities totaling approximately $108 million. At
December 31, 2005 and 2004, the Company had approximately $286.6 million and $237.6 million, respectively, invested in
these joint ventures. These investments are included in the assets of the Company’s Homebuilding segment. A majority of
these investments are accounted for under the equity method, except for the Company’s ownership interest in a Mexican
mortgage banking company, as described below.

In February 2005, 25% of the Company’s investment in the capital stock of a mortgage banking company in Mexico
was redeemed for a gain of approximately $620 thousand. The Company’s remaining ownership interest of 16.66% is
accounted for under the cost method. At December 31, 2005 and 2004, the Company’s investment in this entity, which is
included in the assets of the Financial Services segment, was approximately $15.1 million and $21.1 million, respectively.
The Company does not have any purchase or investment commitments to this entity. Furthermore, the Company has not
guaranteed any of the indebtedness of this entity, which approximated $2.1 billion and $1.7 billion at December 31, 2005 and
2004, respectively.
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5. Senior notes and subordinated notes

The Company’s senior notes and subordinated notes at book value are summarized as follows ($000’s omitted):

December 31,
2005 2004

7.3% unsecured senior notes, issued by Pulte Homes, Inc., redeemed in
OCLODET 2005.......ceeeeeeeeeeeeeeeeteeeee ettt ettt e et eae s st eae s et et seae e aeaenn s $ - $ 124991

4.875% unsecured senior notes, issued by Pulte Homes, Inc. due 2009, not
redeemable prior to maturity, guaranteed on a senior basis by Pulte Homes, Inc.
and certain of its 100% owned SubSIAIaries ..............coeeueeveeeeeeeeeeeeeeeeeeeeee e 399,268 399,060

8.125% unsecured senior notes, issued by Pulte Homes, Inc. due 2011, not
redeemable prior to maturity, guaranteed on a senior basis by Pulte Homes, Inc.
and certain of its 100% owned SUDSIAIAIIES ..........ocvevveeveeeiiceieeeeeeeeeeecee e 199,371 199,249

7.875% unsecured senior notes, issued by Pulte Homes, Inc. due 2011,
redeemable prior to maturity, guaranteed on a senior basis by Pulte Homes, Inc.
and certain of its 100% owned SUDSIAIATIES ..........ceevvieveerieceeereeeeeeeecreeeee e 496,026 495,571

6.25% unsecured senior notes, issued by Pulte Homes, Inc. due 2013,
redeemable prior to maturity, guaranteed on a senior basis by Pulte Homes, Inc.
and certain of its 100% owned SubSIAIaries ...........cecveeeeeieieeeeeeeeeeee e 297,960 297,675

5.25% unsecured senior notes, issued by Pulte Homes, Inc. due 2014,
redeemable prior to maturity, guaranteed on a senior basis by Pulte Homes, Inc.
and certain of its 100% owned SUDSIAIAIIES ..........ceevveeeieeiieieieeeeceeceeee e 499,720 499,687

5.2% unsecured senior notes, issued by Pulte Homes, Inc. due 2015,
redeemable prior to maturity, guaranteed on a senior basis by Pulte Homes, Inc.
and certain of its 100% owned SUDSIAIATIES ..........cvoeeevvieveeeeeeeeeeeeeeeeeeeee e 349,407 -

7.625% unsecured senior notes, issued by Pulte Homes, Inc. due 2017, not
redeemable prior to maturity, guaranteed on a senior basis by Pulte Homes, Inc.
and certain of its 100% owned SubSIAIAries ..........ccuevververierierieieieieieeee e eenes 148,722 148,613

7.875% unsecured senior notes, issued by Pulte Homes, Inc. due 2032,
redeemable prior to maturity, guaranteed on a senior basis by Pulte Homes, Inc.
and certain of its 100% owned SubSIAIaries .............cooeeeeerieeeeeeeeeieeeeeee e 298,847 298,804

6.375% unsecured senior notes, issued by Pulte Homes, Inc. due 2033,
redeemable prior to maturity, guaranteed on a senior basis by Pulte Homes, Inc.
and certain of its 100% owned SUDSIAIATIES ..........ceevveeveerieeeereeeeecreereeeee e 397,975 397,900

6.0% unsecured senior notes, issued by Pulte Homes, Inc. due 2035,
redeemable prior to maturity, guaranteed on a senior basis by Pulte Homes, Inc.
and certain of its 100% owned SUDSIAIATIES ..........cc.ceeeeveeeeeeeeeeeeeeeeeeeeeee e 299,231 -

$3.386,527 $2.861,550
Estimated fair value $3,421,959 $3,124,413

Refer to Note 12 for supplemental consolidating financial information of the Company.

Total senior note and subordinated note principal maturities during the five years after 2005 are as follows: 2006 - $0;
2007 - $0; 2008 - $0; 2009 - $400 million; 2010 - $0; and thereafter - $3 billion.
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Senior notes and subordinated notes (continued)

The Company’s $125 million, 7.3% unsecured senior notes were repaid in October 2005 using its revolving credit
facility and cash provided by operations.

In February 2005, the Company sold $350 million of 5.2% senior notes, which mature on February 15, 2015, and $300
million of 6% senior notes, which mature on February 15, 2035, which are guaranteed by Pulte Homes, Inc. and certain of its
100%-owned subsidiaries. These notes are unsecured and rank equally with all of the Company’s other unsecured and
unsubordinated indebtedness. Proceeds from the sale were used to repay the indebtedness of the Company’s revolving credit
facility and for general corporate purposes, including continued investment in the Company’s business.

Other financing arrangements
Corporate/Homebuilding

In October 2005, the Company restructured and amended the 5-year unsecured revolving credit facility, increasing the
borrowing availability from $1.38 billion to $1.615 billion, and extending the maturity date from September 2009 to October
2010, with pricing more favorable to the Company. The Company subsequently increased the credit facility to $1.66 billion.
The credit facility includes an uncommitted accordion feature, under which the credit facility may be increased to $2.25
billion. The Company has the capacity to issue letters of credit up to $1.125 billion. Borrowing availability is reduced by the
amount of letters of credit outstanding. The credit facility contains restrictive covenants, the most restrictive of which
requires the Company not to exceed a debt-to-total capitalization ratio of 60%, as defined in the agreement.

The following is a summary of aggregate borrowing information related to this facility ($000’s omitted):

2005 2004 2003

Available credit lines at year-end ...........ccccceeveeininercninennne. $ 1,660,000 $1,310,000 $ 850,000
Unused credit lines at year-end (@) .........cceoeeveeeeeenerieeenesieenenes $ 1,168,000 $ 994,000 $ 693,000
Maximum amount outstanding at the end of any month (3)..... $ 47,000 $ 631,000 $ -
Average monthly indebtedness () ........cceeueueueuereueucrerercrerennnn. $ 22,000 $ 187,000 $ 2,000
Range of interest rates during the year ............ccceveveereerennene. 322to 2.08 to 2.08 to

7.00% 5.25% 4.25%
Weighted-average rate at year-end ..........ccocoeveevveiriecerierennennnn, 5.24% 2.91% 2.22%

(@)  Reduced by letters of credit outstanding of $492 million and 3316 million at December 31, 2005 and 2004, respectively.
(b)  Excludes letters of credit outstanding of $468 million for 2005 and 3309 million for 2004, respectively.
(c)  Excludes letters of credit outstanding, which averaged $389 million and 8241 million for 2005 and 2004, respectively.

At December 31, 20035, other financing included limited recourse collateralized financing arrangements totaling $28.6
million. These financing arrangements have maturities ranging primarily from one to four years, a weighted average interest
rate of 1.36%, are generally collateralized by certain land positions and have no recourse to any other assets. These
arrangements have been classified as accrued and other liabilities in the Consolidated Balance Sheets.

Financial Services

Notes payable to banks (collateralized short-term debt) are secured by residential mortgage loans available-for-sale. The
carrying amounts of such borrowings approximate fair value.
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Other financing arrangements (continued)
Financial Services (continued)

Pulte Mortgage supports its operations through the use of a revolving credit facility and an asset-backed commercial
paper conduit. In July 2004, Pulte Mortgage expanded the capacity on its revolving credit facility from $355 million to $390
million. This credit facility bears interest at LIBOR plus an established margin and expires June 30, 2006. In September
2004, Pulte Mortgage amended its commercial paper conduit, which is a $550 million committed line of credit, which bears
interest based on A1/P1 commercial paper plus an established margin and expires August 2006. The amendment increased a
sub-limit for eligible collateral, eliminated the $50 million quarterly accordion feature, and made pricing more favorable to
Pulte Mortgage. The asset-backed commercial paper program was temporarily increased to $600 million in December 2005
due to high year-end volume. It was reduced back to $550 million in January 2006. The bank credit agreement requires
PMLLC to pay a fee for the committed credit line. PMLLC provides compensating balances, in the form of escrows and
other custodial funds, in order to further reduce interest rates. The bank credit agreements contain restrictive covenants, the
most restrictive of which requires Pulte Mortgage to maintain a minimum tangible net worth of $30 million and funded debt
cannot exceed 12 times tangible net worth.

During the three years ended December 31, 2005, Pulte Mortgage provided compensating balances, in the form of
escrows and other custodial funds, in order to further reduce interest rates.

The following is aggregate borrowing information ($000’s omitted):

2005 2004 2003
Available credit lines at year-end............cecceereeereeereenieeseeeeenne $ 990,000 $ 940,000 $ 860,000
Unused credit lines at year-end...........cocooveereeeneeeneeereeneeeeeenees $ 97,000 $ 324,000 $ 381,000
Maximum amount outstanding at the end of any month............... $ 893,000 $ 616,000 $ 483,000
Average monthly indebtedness ............ccovveerveverriierereiierereneenens $ 423,000 $ 297,000 $ 391,000
Range of interest rates during the year..........c.cccceceeeereeneenenenne. 0.65 to 0.65 to 0.45 to

5.12% 3.06% 2.31%
Weighted-average rate at year-end ............cceevvvveerrecerevenennenenne, 4.89% 2.82% 1.59%

Shareholders’ equity

Pursuant to the two $100 million stock repurchase programs authorized by our Board of Directors in October 2002 and
2005 (for a total stock repurchase authorization of $200 million), the Company has repurchased a total of 6,120,800 shares
for a total of $180.5 million. At December 31, 2005, the Company had remaining authorization to purchase common stock
aggregating $19.5 million.

In July 2005, the Company’s Board of Directors declared a two-for-one stock split effected in the form of a 100 percent
stock dividend. The additional shares of common stock were distributed on September 1, 2005, to the shareholders of record
as of August 15, 2005. In December 2003, the Company announced a two-for-one stock split effected in the form of a 100
percent stock dividend. The distribution was made on January 2, 2004. All share and per share amounts have been restated
to retroactively reflect the stock splits.

Accumulated other comprehensive income (loss)

The accumulated balances related to each component of other comprehensive income (loss) are as follows ($000’s
omitted):
December 31,

2005 2004
Foreign currency translation adjustments:
IMEXICO vttt ettt (1,586) (14,518)
Fair value of derivatives, net of income taxes
0f $2,397 in 2005 and $(84) in 2004 ...........ccceveverreenee (3.910) 138

$  (5496) § (14.380)
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8. Stock compensation plans and management incentive compensation

The Company has fixed stock option plans for both employees (the “Employee Plans”) and for nonemployee directors
(the “Director Plan”); information related to the active plans is as follows:

Shares

Plan Name Authorized
Employee Plans

Pulte Homes, Inc. 2004 Stock Incentive Plan ............cccooveeveieiiienennnen. 12,000,000
Pulte Homes, Inc. 2002 Stock Incentive Plan ............cccoeveeveieieienennnnen. 12,000,000
Pulte Corporation 2000 Stock Incentive Plan for Key Employees......... 10,000,000
Director Plan

2000 Stock Plan for Nonemployee Directors..........coceoveveereneeeniecneenne 1,000,000

As of December 31, 2005, 12,017,978 stock options remain available for grant under the Employee Plans, which can
also be used for awards to nonemployee directors.

The Employee Plans primarily provide for the grant of options (both non-qualified options and incentive stock options
as defined in each respective plan), stock appreciation rights and restricted stock to key employees of the Company or its
subsidiaries (as determined by the Compensation Committee of the Board of Directors) for periods not exceeding ten years.
Options granted under the Employee Plans vest incrementally in periods ranging from six months to four years. Under the
Director Plan, nonemployee directors are entitled to an annual distribution of 3,600 shares of common stock and options to
purchase an additional 16,000 shares. All options granted under the Director Plan are non-qualified, vest immediately and
are exercisable on the date of grant. Options granted under the Director Plan are exercisable for ten years from the grant
date.

A summary of the status of the Company’s stock options for the years ended December 31, 2005, 2004 and 2003 is
presented below (000°s omitted except per share data):

2005 2004 2003
Weighted- Weighted- Weighted-
Average Average Average
Per Share Per Share Per Share

Shares Exercise Price Shares Exercise Price Shares Exercise Price

Outstanding, beginning

Of Y@ar ..c.ceuvuvueeicecrenenenes 17,802 $ 15 21,554 $ 12 24,577 $ 9
Granted .......coooeevevveeeeiennnnn. 2,543 40 2,238 28 4,002 21
Exercised ......c.cooveeuerrnccnnens (3,136) (10) (5,181) ®) (6,270) 6)
Forfeited .......ccccoveerernnccnnnes (359) 21 (809) (15) (755) (11
Outstanding, end of year....... 16,850 $ 19 17,802 $ 15 21,554 $§ 12
Options exercisable at

year-end ........ocoeeeriererennnnns 9,937 $ 12 9,220 $ 10 9.437 § 8

Weighted-average per share
fair value of options
granted during the year...... $17.31 11.37 8.7

O
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Stock compensation plans and management incentive compensation (continued)

The following table summarizes information about fixed stock options outstanding at December 31, 2005:

Options Outstanding Options Exercisable
Number Weighted- Weighted- Number Weighted-
Range of Outstanding at Average Average Exercisable at Average
Per Share December 31 Remaining Per Share December 31 Per Share
Exercise Prices (000’s omitted) Contract Life Exercise Price (000’s omitted) Exercise Price
$0.01 to $13.00 8,707 5.6 $10 7,859 $10
$13.01 to $20.00 228 6.9 $15 228 $15
$20.01 to $31.00 5,400 8.3 $24 1,706 $22
$31.01 to $41.00 2,515 9.9 $40 144 $39

The Company awarded 1,761,334, 801,036 and 1,088,708 shares of restricted stock to certain key employees during
2005, 2004, and 2003, respectively, under the Employee Plans. In connection with the restricted stock awards, of which a
majority cliff vest at the end of three years, the Company recorded compensation expense of $21.1 million, $7.1 million and

$16 million during 2005, 2004, and 2003, respectively.

Income taxes

The following table reconciles the statutory federal income tax rate to the effective income tax rate for continuing

operations:
2005 2004 2003
Income taxes at federal statutory rate..........eceeveeeriecerrerieenieeniennns 35.00% 35.00% 35.00%
Effect of state and local income taxes, net of federal tax.............. 2.25 1.97 2.04
Settlement of state tax issues and other...........cccoceeveerievriecenrennnne. (.35) .63 .84
Effective rate 36.90% 37.60% 37.88%
The Company’s net deferred tax asset (liability) is as follows ($000’s omitted):
At December 31,
2005 2004
Deferred tax liabilities:
Capitalized items, principally real estate basis differences,
deducted for tax, NEt.........ccceivveveriireereiieeeetceeeeveee e $ (104,501) $ (46,994)
Trademarks and tradenames.............cccveveerecerrerieerieenieceseneseenes (48,261) (51,359)
(152,762) (98.353)
Deferred tax assets:
Non-deductible reserves and other...........c.ccceevevvevievieciecieieienee. 132,976 117,572
State net operating loss carryforwards..........c.coeecernerecnenenencne. 2,533 3,920
State credit carryforwards .........c.cocoveecenneeernneceneeeenees 10,779 11,230
146,288 132,722
Asset valuation allOWanCE ..........veeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e (1,266) (2,603)
Net deferred tax asset (1iability) ........ccocoveveiererereeeeeieeeieeeeeeeeee $§ (7.740) § 31,766

Various state net operating losses aggregating $50.6 million expire in years 2015 through 2023. Net operating losses are
generally available to offset the Company’s taxable income in future years. Management believes that certain of these state
net operating losses will not be utilized prior to their expiration. As such, a valuation allowance has been recorded as
indicated above. State credit carryforwards include a state credit voucher of $10.8 million that is expected to be realized by

the Company no later than 2006.
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Income taxes (continued)

In the fourth quarter of 2005, the Company repatriated the earnings of its Mexican subsidiaries. The earnings were
distributed pursuant to the provisions of the American Jobs Creation Act of 2004 (Internal Revenue Code Section 965,
Temporary Dividends Received Deduction). The income taxes associated with such repatriation, $4.8 million, were recorded
within the Mexico discontinued operations for the year ended December 31, 2005.

The American Jobs Creation Act of 2004 provides a 3% tax deduction on qualified domestic production activities
income for 2005. When fully phased-in, the deduction will be 9% of the lesser of “qualified production activities income” or
taxable income. Based on the guidance provided by FASB Staff Position 109-1, “Application of FASB Statement No. 109,
Accounting for Income Taxes, to the Tax Deduction on Qualified Production Activities Provided by the American Jobs
Creation Act of 2004”, this deduction was accounted for as a special deduction under SFAS No. 109 and reduced 2005
income tax expense.

Components of current and deferred income tax expense (benefit) for continuing operations are as follows ($000’s
omitted):

Current Deferred Total
Year ended December 31, 2005
Federal ......c.ccooviveiiieeeeeeeeeeeeee $ 743,639 $ 35042 $ 778,681
State and other..........cccoevevvevievieieicicieeene, 56,981 4.464 61,445

$ 800,620 § 39506 $§ 840,126

Year ended December 31, 2004
Federal ......c..coovvvveieeeeeceeeeeeeeeee, $ 581,853 $ (20,531) $ 561,322
State and other.........cccoovvveviiiciiiiieeeeee, 39,866 (2,437) 37.429
$ 621,719 $ (22968) $§ 598751

Federal ..o $ 335,774 $ 15,067 $ 350,841
State and other........occovvvieeiieiiiceieeeee. 21,701 3918 25,619
$ 357475 $ 18,985 $ 376,460

. Leases

The Company leases certain property and equipment under non-cancelable leases. Office and equipment leases are
generally for terms of three to five years and generally provide renewal options for terms of up to an additional three years.
Model home leases are generally for shorter terms approximating one year with renewal options on a month-to-month basis.
In most cases, management expects that in the normal course of business, leases that expire will be renewed or replaced by
other leases. The future minimum lease payments required under operating leases that have initial or remaining non-
cancelable terms in excess of one year are as follows ($000’s omitted):

Years Ending December 31,

2000.....ccerererirrerrrrrr e $ 52,392
2007 e 43,465
2008......orieererrerrereee e 36,570
2009......crrreeree e 32,179
2010 22,834
After 2010 .o 43.679
Total minimum lease payments........... $ 231,119

Net rental expense for the years ended December 31, 2005, 2004 and 2003 was $73.1 million, $55.7 million, and $47.9
million, respectively. Certain leases contain purchase options and generally provide that the Company shall pay for
insurance, taxes and maintenance.
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11. Commitments and contingencies

In the normal course of business, the Company acquires rights under options or option-type agreements to purchase land
to be used in homebuilding operations at future dates. The total purchase price applicable to land under option that has been
approved for purchase approximated $5.7 billion and $4.1 billion at December 31, 2005 and 2004, respectively. The total
purchase price applicable to land under option that has not been approved for purchase approximated $1.9 billion and $2.4
billion at December 31, 2005 and 2004, respectively. At December 31, 2005 and 2004, the Company, in the normal course
of business, had outstanding letters of credit and performance bonds of $2.3 billion and $1.8 billion, respectively.

The Company could be required to repurchase loans sold to investors that have not been underwritten in accordance
with the investor guidelines (“defective loans”). The Company, in the normal course of business, indemnifies investors for
defective loans that they have purchased. As of December 31, 2005 and 2004, the Company had been notified of $4.1
million and $6.6 million of defective loans, respectively. The Company assesses the risk of loss on these indemnifications
and establishes reserves for them. At December 31, 2005 and 2004, reserves for indemnification on defective loans are
reflected in accrued and other liabilities and amounted to $242 thousand and $390 thousand, respectively.

The Company is involved in various litigation incidental to its continuing business operations. Management does not
believe that this litigation will have a material adverse impact on the results of operations, financial position or cash flows of
the Company.

Storm Water Discharge Practices

In April 2004, the Company received a request for information from the United States Environmental Protection Agency
(“EPA”) pursuant to Section 308 of the Clean Water Act. The request seeks information about storm water discharge
practices in connection with homebuilding projects completed or underway by the Company. The Company has provided
the EPA with this information. Although the matter has since been referred to the United States Department of Justice
(“DOJ”) for enforcement, the EPA has asked that the Company engage in “pre-filing” negotiations to resolve the matter short
of litigation. The Company continues to participate actively in these negotiations. If the negotiations fail and the DOJ
alleges that the Company has violated regulatory requirements applicable to storm water discharges, the government may
seek injunctive relief and penalties. The Company believes that it has defenses to any such allegations. At this time,
however, the Company can neither predict the outcome of this inquiry, nor can it currently estimate the costs that may be
associated with its eventual resolution.

First Heights-related litigation

Pulte Homes, Inc. was a party to a lawsuit relating to First Heights’ 1988 acquisition from the Federal Savings and Loan
Insurance Corporation (“FSLIC”) and First Heights’ ownership of five failed Texas thrifts. The lawsuit was filed on
December 26, 1996, in the United States Court of Federal Claims (Washington, D.C.) by Pulte Homes, Inc., Pulte
Diversified Companies, Inc. and First Heights (collectively, the Pulte Parties) against the United States. The Pulte Parties
asserted breach of contract on the part of the United States in connection with the enactment of Section 13224 of the
Omnibus Budget Reconciliation Act of 1993 (“OBRA”). That provision repealed portions of the tax benefits that the Pulte
Parties claim they were entitled to under the contract to acquire the failed Texas thrifts. The Pulte Parties also asserted other
claims concerning the contract, including that the United States (through the FDIC as receiver) improperly attempted to
amend the failed thrifts’ pre-acquisition tax returns and that this attempt was made in an effort to deprive the Pulte Parties of
tax benefits for which they had contracted.

On August 17, 2001, the United States Court of Federal Claims ruled that the United States government is liable to the
Pulte Parties for breach of contract by enacting Section 13224 of OBRA. In September 2003, the United States Court of
Federal Claims issued final judgment that the Pulte Parties had been damaged by approximately $48.7 million as a result of
the United States government’s breach of contract with them. The United States government and the Pulte Parties appealed
the final judgment to the United States Court of Appeals for the Federal Circuit in October 2003.

In August 2005, the Appeals Court affirmed the United States Court of Federal Claims judgment, in its entirety. In
December 2005, the Company received payment of the judgment in the amount of $48.7 million, which was recorded as
income from discontinued operations.
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12. Supplemental Guarantor information

At December 31, 2005, Pulte Homes, Inc. had the following outstanding senior note obligations: (1) $400 million,
4.875% due 2009, (2) $200 million, 8.125%, due 2011, (3) $499 million, 7.875%, due 2011, (4) $300 million, 6.25%, due
2013, (5) $500 million, 5.25%, due 2014, (6) $350 million, 5.2%, due 2015, (7) $150 million, 7.625%, due 2017, (8) $300
million, 7.875%, due 2032, (9) $400 million, 6.375%, due 2033, and (10) $300 million, 6%, due 2035. Such obligations to
pay principal, premium, if any, and interest are guaranteed jointly and severally on a senior basis by Pulte Homes, Inc.’s
100%-owned Homebuilding subsidiaries (collectively, the Guarantors). Such guarantees are full and unconditional.

Supplemental consolidating financial information of the Company, specifically including such information for the
Guarantors, is presented below. Investments in subsidiaries are presented using the equity method of accounting. Separate
financial statements of the Guarantors are not provided as the consolidating financial information contained herein provides a
more meaningful disclosure to allow investors to determine the nature of the assets held by, and the operations of, the
combined groups.
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PULTE HOMES, INC.
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12. Supplemental Guarantor information (continued)

CONSOLIDATING BALANCE SHEET

DECEMBER 31, 2005
($000°s omitted)
Unconsolidated
Pulte Guarantor Non-Guarantor Eliminating Consolidated
Homes, Inc. Subsidiaries Subsidiaries Entries Pulte Homes, Inc.

ASSETS
Cash and equivalents ............cccceevververennnns $ $ 839,764 $ 162,504 $ - $ 1,002,268
Unfunded settlements ...........ccccoovvveveenrennenne. - 226,417 (69,754) - 156,663
House and land inventories..............coou...... - 8,742,573 13,520 - 8,756,093
Land held for sale..........coooevevvvvveveeiiinnnne, - 257,724 - - 257,724
Land, not owned, under option agreements - 76,671 - - 76,671
Residential mortgage loans available-for-

SALE ..ttt - - 1,038,506 - 1,038,506
Investments in unconsolidated entities........ 1,448 264,257 35,908 - 301,613
GOOAWilL.....coovvevieieriicicceeeeeec e - 306,993 700 - 307,693
Intangible assets .........coeveeveeeeerirereeereenes - 127,204 - - 127,204
Other @SSELS ......oveveeveeeeeeeeeeeeeeeeeveeeeeeeanes 41,873 870,238 111,628 - 1,023,739
Investment in subsidiaries.......cccceeeevueeennne.. 11,154,107 88,972 3.142.458 (14,385.537) -

$11,197.428 $11,800.813 §$§ 4,435470 $ (14,385,537) §$ 13,048,174
LIABILITIES AND
SHAREHOLDERS’ EQUITY
Liabilities:
Accounts payable, accrued and other
Labilities ...ooveeveevieriereereeeeeeeeeeeeeei $ 177,105 $2,161,341 § 245614 $ - $ 2,584,060

Collateralized short-term debt, recourse
solely to applicable non-guarantor

SUbSIdIary aSSets ......ccoevurvereereruerecnerennenes - - 893,001 - 893,001
INCOME tAXES .evvveeeeeeeeeeceeeee e 219,504 - - - 219,504
Deferred income tax liability .........ccccoecec... 13,535 (84) (5,711) - 7,740
Senior notes and subordinated notes ........... 3,386,527 - - - 3,386,527
Advances (receivable) payable - subsidiaries _ 1,443,415  (1,550,745) 107,330 - -

Total liabilities .......c.coceveerrvreeuecenee 5.240.086 610,512 1,240,234 - 7,090,832
Shareholders’ Equity:
Common StOCK .....c.covueveerrereeririeccennes 2,570 182 383 (565) 2,570
Additional paid-in capital ...........cccoeueenennee 1,209,148 7,196,144 2,066,733 (9,262,877) 1,209,148
Accumulated other comprehensive loss...... (5,496) (1,603) (1,603) 3,206 (5,496)
Retained earnings..........cccceeevevevereneeeneenenne. 4,751,120 3,995,578 1,129,723 (5,125,301) 4,751,120
Total shareholders’ equity.................. 5,957,342 11,190,301 3.195.236 _ (14.385.537) 5.957.342

$11,197.428 $11,800,813 § 4435470 § (14,385,537) § 13,048,174
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12. Supplemental Guarantor information (continued)

CONSOLIDATING BALANCE SHEET

DECEMBER 31, 2004
($000°s omitted)
Unconsolidated
Pulte Guarantor  Non-Guarantor Eliminating Consolidated
Homes, Inc. Subsidiaries Subsidiaries Entries Pulte Homes, Inc.

ASSETS
Cash and equivalents .............ccccevevereerennnee. $ $ 185375 % 122,743  $ - $ 308,118
Unfunded settlements .............ccoevvvveverennnn. - 158,795 (40,324) - 118,471
House and land inventories ...........c..o.o....... - 7,224,777 16,573 - 7,241,350
Land held forsale ........ccoovvvveviiiiviieenns - 230,086 - - 230,086
Land, not owned, under option agreements - 106,380 - - 106,380
Residential mortgage loans available-for-

SALC ..ottt - - 697,077 - 697,077
Investments in unconsolidated entities........ 44 222,358 36,466 - 258,868
GOOAWIlL ... - 306,993 700 - 307,693
Intangible assets........coovveeereeereeirerieeeenne - 135,454 - - 135,454
Other aSSetsS ....ocvveivieeereeereeeeeeee e 33,770 663,847 274,017 - 971,634
Deferred income tax asset ..........cceveeveennee. 31,037 120 609 - 31,766
Investment in subsidiaries ........cccoeveeeeunee... 8.,725.758 75,162 2.201,365 (11,002.285) -

$ 8,790,609 $9,309,347 $ 3,309,226 $ (11,002,285) $ 10,406,897
LIABILITIES AND
SHAREHOLDERS’ EQUITY
Liabilities:
Accounts payable, accrued and other

HabItIES ...vovveveveeecveeerceereeeec e $ 154958 $1,758644 § 288250 $ - $ 2201,852
Collateralized short-term debt, recourse

solely to applicable non-guarantor

subsidiary assets.........coceveerveeeuererenennene - - 617,415 - 617,415
INCOME tAXES w.oovveeeeeeieieeeeeeeee e 203,806 - - - 203,806
Deferred income tax liability..........cccc....... - - - - -
Senior notes and subordinated notes............ 2,861,550 - - - 2,861,550
Advances (receivable) payable - subsidiaries _ 1,048,021  (1,239.413) 191,392 - -

Total liabilities .......ccccevereveerereriennne. 4,268,335 519,231 1,097,057 - 5,884,623
Shareholders’ Equity:
Common StOCK .......cocveereeerieirieieeieeeene 2,558 182 3,383 (3,565) 2,558
Additional paid-in capital..............ccocururnnene. 1,114,739 6,421,208 1,471,290 (7,892,498) 1,114,739
Unearned compensation ............c.coeeveenenes (44) - - - (44)
Accumulated other comprehensive loss...... (14,380) (2,145) (14,380) 16,525 (14,380)
Retained earnings............cccceeveueenireeeencnnn 3,419,401 2,370,871 751.876 (3.122,747) 3.419.401
Total shareholders’ equity.................. 4,522,274 8,790,116 2,212,169 _ (11,002,285) 4,522,274
$ 8,790,609 $9,309,347 $ 3,309,226 $ (11,002,285) $ 10,406,897
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12. Supplemental Guarantor information (continued)

CONSOLIDATING STATEMENT OF OPERATIONS

Revenues:
Homebuilding..........cccoveeeineireieecene
Financial Services .........cccooveeveveereeennnnen.
Other non-operating ..........cccccceeeeeeneenennee

Total revenues.........cccccoceevccecencnes
Expenses:
Homebuilding:
Cost of sales.......cccoveeveeerereccnencieene,
Selling, general and administrative
and other expense .........ccceeerveervenene.
Financial Services, principally interest....
Other non-operating, net .........c...ccceceunuee.
Intercompany interest.............coceeverereennne.

Total eXpenses .......ccccceeeeeeereeecnnnne.
Other Income:
Equity INCOME .......ccveveeeerieerieeiieiieeenes
Income (loss) from continuing operations
before income taxes and equity in
income of subsidiaries.........c.c.coevevecennne
Income taxes (benefit) .......cocveeeeeeeveeenrennnnnn

Income (loss) from continuing operations
before equity in income of
SUDSIAIAIES ..o
Income (loss) from discontinued operations
Income (loss) before equity in net income
of subsidiaries........c.coceeeerrerercnnerccnnnnen
Equity in net income (loss) of subsidiaries:
Continuing operations..............ceeveeevevennes

Discontinued operations.............cc.cecvevene.

Net INCOME.......ooeuveeeeereeeeeereeeeereennenn

For the year ended December 31, 2005

($000’s omitted)

Unconsolidated

Pulte

Homes, Inc.

Guarantor  Non-Guarantor Eliminating Consolidated
Subsidiaries Subsidiaries Entries Pulte Homes, Inc.

$ - $14,528236 $ -8 - $ 14,528,236
- 29,496 131,918 - 161,414

289 3,682 914 - 4.885

289 14,561,414 132,832 - 14,694.535

- 11,144,968 . - 11,144,968

18,011 1,139,129 (90) - 1,157,050
2,146 8,632 82,796 . 93,574
128,461 (21,545) (9,637) - 97,279
162,552 _ (162.552) _ - -
311170 12,108,632 73,069 - 12.492.871

- 66.902 8.448 - 75.350
(310,881) 2,519,684 68,211 - 2,277,014
(119,172) 933.434 25.864 - 840,126
(191,709) 1,586,250 42,347 - 1,436,388
57.898 - (2.873) - 55,025
(133.811) _ 1.586.250 39.474 - 1.491.913
1,628,597 31,163 594348  (2,254,108) -
(2.873) - - 2.873 -
1.625.724 31,163 594348  (2.251.235) -
$1,491913 $ 1617413 S 633,822 $(2,251235) $ 1491913
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12. Supplemental Guarantor information (continued)

CONSOLIDATING STATEMENT OF OPERATIONS
For the year ended December 31, 2004

($000’s omitted)
Unconsolidated
Pulte Guarantor  Non-Guarantor Eliminating Consolidated
Homes, Inc.  Subsidiaries Subsidiaries Entries Pulte Homes, Inc.
Revenues:
Homebuilding .........ccccoveveveeveeeerererenennns $ - $11,400,008 $ -3 - $ 11,400,008
Financial Services ........cooovvvvvevvvieieinnenns - 21,521 91,198 - 112,719
Other non-operating...........cocecceeeeevenenenee 103 1.330 316 - 1,749
Total revenues..........cceeveveeveenrvennnnns 103 11,422,859 91,514 - 11,514,476
Expenses:
Homebuilding:
Cost of sales........coovevvveveeeeeeceeereene, - 8,789,140 - - 8,789,140
Selling, general and administrative
and other expense ..........cecevveervenennn. 8,908 1,008,464 11,824 - 1,029,196
Financial Services, principally interest.... 1,088 5,885 64,555 - 71,528
Other non-operating, net................co........ 99,288 (2,584) (4,270) - 92,434
Intercompany interest .............ceceeveeenee 102,416 (102.416) - - -
Total eXPenses ........ccceeveeeeeueeenereenenn. 211,700 9,698.489 72.109 - 9.982.,298
Other Income:
Equity INCOME ......cevereeeereiereieeeeeeeene - 49,462 10,684 - 60,146
Income (loss) from continuing operations
before income taxes and equity in
income of subsidiaries ..............cceevenene.. (211,597) 1,773,832 30,089 - 1,592,324
Income taxes (benefit) ........ccvveevrrevrreernnne. (79,870) 669,527 9,094 - 598,751
Income (loss) from continuing operations
before equity in income of
SUDSIAIAIES ...t (131,727) 1,104,305 20,995 - 993,573
Income (loss) from discontinued operations 23.220 - (30,252) - (7,032)
Income (loss) before equity in net income
of subsidiaries..........cccceevereeveivreirrerenrennn (108,507) _ 1,104,305 (9.257) - 986,541
Equity in net income (loss) of subsidiaries:
Continuing Operations...............ceevevevnene 1,125,300 19,128 409,072 (1,553,500) -
Discontinued operations ........................ (30,252) - - 30,252 -
1,095,048 19,128 409,072 (1,523,248) -
Net INCOME.....eevereeereiieiereeiereeeeenns $ 986,541 $ 1,123,433 $ 399,815 $(1,523,248) § 986,541

62



PULTE HOMES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

12. Supplemental Guarantor information (continued)

CONSOLIDATING STATEMENT OF OPERATIONS

Revenues:
Homebuilding..........cccceevveririneirenee
Financial Services ..........ccccooeeveveereennnnen.
Other non-operating ..........cccccceeeeeeneenennee

Total revenues.........cccccoceevccecencnes
Expenses:
Homebuilding:
Cost of sales.......cccoveveenerininicncncnceene.
Selling, general and administrative
and other exXpense .........ccceeerveervenenn.
Financial Services, principally interest....
Other non-operating, net ...........c.coeeueeee.

Total eXpenses ........ccceeeereerereeeenene.
Other Income:
Equity income.. ......cccovererenneneinneee.
Income (loss) from continuing operations
before income taxes and equity in
income of subsidiaries...........c.cceeueenennne
Income taxes (benefit) .......ccevevrrecvrreirnenene

Income (loss) from continuing operations
before equity in income of
SUDSIAIATIES ..vvveeeeeeeieeeee e
Income (loss) from discontinued operations
Income (loss) before equity in net income
of subsidiaries........cccoveueeerrereirnnrenencne.
Equity in net income (loss) of subsidiaries:
Continuing operations............c.eeeeeveeeenene
Discontinued operations...............ccceveveene.

Net INCOME........oovvveeieeeeeeeereereeeeeeenenn

For the year ended December 31, 2003

Homes, Inc.

($000’s omitted)
Unconsolidated
Pulte Guarantor Non-Guarantor Eliminating Consolidated

Subsidiaries Subsidiaries Entries Pulte Homes, Inc.

$ - $8,701,661 $ -5 - $ 8,701,661
- 16,491 99,356 - 115,847

42 2,602 637 - 3.281

42 8.720.754 99.993 - 8.820,789

- 6,885,249 - - 6,885,249

10,910 829,871 7,667 - 848,448

- 4,851 48,402 ; 53,253

83.637 (4.816) (189) - 78,632
94,547  7.715.155 55.880 - 7.865.582

- 30,913 7.888 - 38.801

(94,505) 1,036,512 52,001 - 994,008
(38.234) 396,090 18,604 - 376.460
(56,271) 640,422 33,397 - 617,548
7.543 - (457) - 7,086
(48.728) 640,422 32.940 - 624,634
673,819 34,481 231,826 (940,126) .
(457) - - 457 -
673.362 34,481 231,826 (939.669) -

$ 624,634 $ 674903 S 264766 $ (939,669) S 624,634
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PULTE HOMES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

12. Supplemental Guarantor information (continued)

CONSOLIDATING STATEMENT OF CASH FLOWS
For the year ended December 31, 2005

($000’s omitted)
Unconsolidated
Pulte Guarantor  Non-Guarantor Eliminating Consolidated
Homes, Inc.  Subsidiaries Subsidiaries Entries Pulte Homes, Inc.

Cash flows from operating activities:
NEt iNCOME .....evveieeiieiiccececeeenes $1,491,913 $1,617,413 $§ 633,822  $(2,251,235) § 1,491,913
Adjustments to reconcile net income
to net cash flows provided by
(used in) operating activities:
Equity in income of subsidiaries .. (1,625,724) (31,163) (594,348) 2,251,235 -
- 8,351 - 13,124

Loss on sale of subsidiaries.......... 4,773
Amortization and depreciation..... - 52,988 8,524 - 61,512
Stock-based compensation
EXPENISE ..evvenverevereeeveeeneeneenees 45,724 - - - 45,724
Deferred income taxes.................. 44,572 36 (5,102) - 39,506
Distributions in excess (less than)
earnings of affiliates.................. - 16,517 (5,847) - 10,670
Other, NEt.......c.ccevveveecveeeeeecreeeenene. 1,419 (306) (1,913) - (800)
Increase (decrease) in cash due to:
Inventories.........cooveevvevueeeneenns - (1,691,745) 3,174 - (1,688,571)
Residential mortgage loans
available-for-sale................... - - (341,429) - (341,429)
Other assets .......cccevveeeveereereennnns (13,402) (105,654) (16,280) - (135,336)
Accounts payable, accrued
and other liabilities................. 22,428 386,808 68,136 - 477,372
Income taxes ........ccoeveververeennnne. (290,732) 326,604 9.147 - 45,019
Net cash provided by (used in) operating
ACLIVILIES ©ovvevveeeeeeeeeeeeeeeeeee s (319.029) 571.498 (233,765) - 18,704
Distributions from unconsolidated
ENTILIES uveieeeeeeeeeeeeeeee et - 107,978 - - 107,978
Investments in unconsolidated entities.... - (161,926) - - (161,926)
Dividends received from subsidiaries ..... 1,362 20,011 - (21,373) -
Investment in subsidiaries........................ (791,488) (2,543) (735,918) 1,498,777 (31,172)
Proceeds from sales of subsidiaries......... - - 142,866 - 142,866
Proceeds from sale of fixed assets........... - 5,858 - - 5,858
Capital expenditures...........cccoeveeverevenennnn. - (76,807) (12,080) - (88.887)
Net cash provided by (used in) investing
ACLIVILIES ©vveveeeeeeeeeeeeeeeeeee s (790.,126) (107.429) (605,132) 1.477.404 (25.,283)
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PULTE HOMES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

12. Supplemental Guarantor information (continued)

CONSOLIDATING STATEMENT OF CASH FLOWS (continued)
For the year ended December 31, 2005

($000’s omitted)
Unconsolidated
Pulte Guarantor Non-Guarantor Eliminating Consolidated
Homes, Inc.  Subsidiaries Subsidiaries Entries Pulte Homes, Inc.
Cash flows from financing activities:
Payment of senior notes and
subordinated notes..............ccceevevnneen. $(125,000) $ - $ - 8 - $ (125,000)
Proceeds from borrowings....................... 648,557 46,801 275,586 - 970,944
Repayment of borrowings........................ -
Capital contributions from parent............ - 782,878 715,899 (1,498,777) -
Advances (to) from affiliates.................... 731,146 (637,997) (93,149) - -
Issuance of common stockK....................... 31,248 - - - 31,248
Stock repurchases..........ccoceeeeveeerencnenne (143,246) - - - (143,246)
Dividends paid........cccccoveirireeinreeieen (33.550) (1.362) (20,011) 21,373 (33.550)
Net cash provided by (used in) financing
ACHIVILIES w.vveeneeeeeicieeeieeeee e 1.109.155 190.320 878.325 (1.477.404) 700,396
Effect of exchange rate changes on cash
and cash equivalents............ccccoevrvervrrennnne. - - 333 - 333
Net increase in cash and
eqUIVAlENtS.....c.eeveieeeieeee e - 654,389 39,761 - 694,150
Cash and equivalents at beginning of year-.. - 185.375 122,743 - 308,118
Cash and equivalents at end of year ............ $ - § 839.764 $162504 $ - $1.002.268
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PULTE HOMES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

12. Supplemental Guarantor information (continued)

CONSOLIDATING STATEMENT OF CASH FLOWS
For the year ended December 31, 2004

Cash flows from operating activities:
Net INCOME ...
Adjustments to reconcile net income
to net cash flows provided by
(used in) operating activities:
Equity in income of subsidiaries ..
Loss on Argentina write-down.....
Amortization and depreciation.....
Stock-based compensation
EXPENSE ...envrvvvenereerereereerereaeene
Deferred income taxes..................
Distributions in excess (less than)
earnings of affiliates..................
Other, Net......c.ccevvevveieieieierenene
Increase (decrease) in cash due to:
Inventories.......ccoeveevecruencnnene.
Residential mortgage loans
available-for-sale...................
Other assets ........ccoeerveuecrerunee.
Accounts payable, accrued
and other liabilities.................
Income taxes .......cccccevevruennenenne

Net cash used in operating
ACTIVITICS .o

Distributions from unconsolidated
ENTITIES uveivieeeieeeeeeeeee et et
Investments in unconsolidated entities....
Dividends received from subsidiaries .....
Investment in subsidiaries........................
Proceeds from sale of fixed assets...........
Capital expenditures...........cccoeveerverernnene.
(01173 11 ST

Net cash provided by (used in) investing
ACLIVILIES .evvevrevieeieeieeieiieiee et

($000’s omitted)
Unconsolidated
Pulte Guarantor  Non-Guarantor Eliminating Consolidated
Homes, Inc.  Subsidiaries Subsidiaries Entries Pulte Homes, Inc.
$ 986,541 $1,123,433 $ 399,815 $(1,523,248) $§ 986,541
(1,095,048) (19,128) (409,072) 1,523,248 -
- - 33,150 - 33,150
- 39,191 7,105 - 46,296
23,303 - - - 23,303
(22,238) (120) (609) - (22,967)
- (10,972) (10,653) - (21,625)
1,246 501 1,585 - 3,332
- (2,065,563) 9,000 - (2,056,563)
- - (155,575) - (155,575)
47,332 (17,996) 237 - 29,573
5,386 227,809 49,064 - 282,259
(107,608) 261,912 5,810 - 160,114
(161.,086) (460,933) (70,143) - (692,162)
- 62,000 4,067 - 66,067
- (196,488) (509) - (196,997)
8,526 21,000 - (29,526) -
(995,074) (1,905) (533,816) 1,530,795 -
- 7,070 24 - 7,094
- (62,783) (12,436) - (75,219)
- - 500 - 500
(986.548) (171.106) (542,170) 1,501,269 (198,555)
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PULTE HOMES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

12. Supplemental Guarantor information (continued)

CONSOLIDATING STATEMENT OF CASH FLOWS (continued)
For the year ended December 31, 2004

($000’s omitted)
Unconsolidated
Pulte Guarantor Non-Guarantor Eliminating Consolidated
Homes, Inc.  Subsidiaries Subsidiaries Entries Pulte Homes, Inc.
Cash flows from financing activities:
Payment of senior notes and
subordinated NOtES.........cceveveverereuennen. $(112,000) $ (77,270) $ - S - $(189,270)
Proceeds from borrowings....................... 898,615 - 141,334 - 1,039,949
Repayment of borrowings........................ - (44,648) (244) - (44,892)
Capital contributions from parent............ - 1,019,926 510,869 (1,530,795) -
Advances (to) from affiliates ................... 354,225 (377,424) 23,199 - -
Issuance of common stockK....................... 43,959 - - - 43,959
Stock repurchases..........cccceoeveevecerencnnnne (14,687) - - - (14,687)
Dividends paid.........ccccoererieeeninireeene (25.427) (8,526) (21,000) 29,526 (25.427)
Net cash provided by (used in) financing
ACHIVILIES w.vveeneeeeeicieeeieeeee e 1,144,685 512,058 654.158 (1.501.269) 809.632
Effect of exchange rate changes on cash
and cash equivalents............cccceevrrervrrennnne. - - (46) - (46)
Net increase (decrease) in cash and
equivalents.........cooeeeereeenieeeee e (2,949) (119,981) 41,799 - (81,131)
Cash and equivalents at beginning of year-.. 2,949 305.356 80,944 - 389.249
Cash and equivalents at end of year ............ $ - §$ 185375 $122743 § - § 308.118
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PULTE HOMES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

12. Supplemental Guarantor information (continued)

CONSOLIDATING STATEMENT OF CASH FLOWS
For the year ended December 31, 2003

($000’s omitted)
Unconsolidated
Pulte Guarantor  Non-Guarantor Eliminating Consolidated
Homes, Inc.  Subsidiaries Subsidiaries Entries Pulte Homes, Inc.

Cash flows from operating activities:
NEt INCOME .....vvvvvereieieieieieieieieieieieienees § 624,634 $ 674,903 $§ 264,766  $(939,669) $ 624,634
Adjustments to reconcile net income
to net cash flows provided by
(used in) operating activities:

Equity in income of subsidiaries .. (673,362) (34,481) (231,826) 939,669 -
Amortization and depreciation..... - 36,410 3,009 - 39,419
Stock-based compensation
(9015 1 1 30,515 - - - 30,515
Deferred income taxes.................. 18,985 - - - 18,985
Distributions in excess (less than)
earnings of affiliates................. - (28,964) (7,222) - (36,186)
Other, Net.....cocuveveieeierieeeeeenee 1,150 (2,413) 2,038 - 775
Increase (decrease) in cash due to:
Inventories.........ccocvevveveeereennne. - (1,377,875) 6,712 - (1,371,163)
Residential mortgage loans
available-for-sale................... - - 59,000 - 59,000
Other assets .......coeeveeverenenne. (26,850) 9,393 3,215 - (14,242)
Accounts payable, accrued
and other liabilities................. 18,222 253,714 21,798 - 293,734
Income taxes .....coovveeveveeeeennnn. (145,718) 162,014 1,828 - 18.124
Net cash provided by (used in) operating
ACTIVITICS .oovvveveereeeieeeereeereeeeee e (152,424) (307,299) 123,318 - (336,405)
Distributions from unconsolidated
ENLILIES cuvvvs e - 42,005 1,601 - 43,606
Investments in unconsolidated entities.... - (9,627) (4,200) - (13,827)
Dividends received from subsidiaries...... 1,107,549 16,000 1,069,503 (2,193,052) -
Investment in subsidiaries..........cccoueenn. (3,497,651) (1,910) - 3,499,561 -
Advances from affiliates..............cccoue.. 106,461 - - (106,461) -
Proceeds from sale of fixed assets........... - 5,023 - - 5,023
Capital expenditures............cceeveeereeenenenn. - (28.,405) (10,715) - (39,120)
Net cash provided by (used in) investing
ACHIVILICS .veeeveereereieeesreeere e (2,283,641) 23,086 1,056,189 1,200,048 (4,318)
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PULTE HOMES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

12. Supplemental Guarantor information (continued)

CONSOLIDATING STATEMENT OF CASH FLOWS (continued)
For the year ended December 31, 2003

($000’s omitted)
Unconsolidated
Pulte Guarantor Non-Guarantor Eliminating Consolidated
Homes, Inc.  Subsidiaries Subsidiaries Entries Pulte Homes, Inc.
Cash flows from financing activities:
Payment of senior notes and
subordinated notes..............oceveueunnnen. $(275,000) $(182,511) $ - 8§ - $ (45751
Proceeds from borrowings....................... 694,937 - 2,028 - 696,965
Repayment of borrowings........................ - (35,230) (82,938) - (118,168)
Capital contributions from parent............ - 3,472,607 26,954 (3,499,561) -
Advances (to) from affiliates.................... 2,011,500  (2,098,843) (19,118) 106,461 -
Issuance of common stockK....................... 39,493 - - - 39,493
Stock repurchases..........cccceoeveeveccrencnnnne (18,304) - - - (18,304)
Dividends paid........cccoeeerereeeenirieeeene (13.612) (1.107.549)  (1.085.503) 2.193.052 (13.612)
Net cash provided by (used in) financing
ACHIVILIES w.vveeneeeeeieieeeeeeeeie e 2.439.014 48.474 (1.158.577)  (1.200,048) 128.863
Effect of exchange rate changes on cash
and cash equivalents............ccccoevrvervrrennnne. - - (1,994) - (1,994)
Net increase (decrease) in cash and
EQUIVAIENLS ... 2,949 (235,739) 18,936 - (213,854)
Cash and equivalents at beginning of year-.. - 541,095 62,008 - 603.103
Cash and equivalents at end of year ............ § 2949 $ 305356 § 80944 § - § 389249
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
Pulte Homes, Inc.

We have audited the accompanying consolidated balance sheets of Pulte Homes, Inc. (the “Company”) as of December 31,
2005 and 2004, and the related consolidated statements of operations, shareholders' equity and comprehensive income, and
cash flows for each of the three years in the period ended December 31, 2005. These financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on these financial statements based
on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial
position of Pulte Homes, Inc. at December 31, 2005 and 2004, and the consolidated results of its operations and its cash flows
for each of the three years in the period ended December 31, 2005, in conformity with U.S. generally accepted accounting
principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the effectiveness of Pulte Homes, Inc.'s internal control over financial reporting as of December 31, 2005, based on criteria
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission and our report dated January 30, 2006 expressed an unqualified opinion thereon.

/s/ Ernst & Young LLP

Detroit, Michigan
January 30, 2006
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PULTE HOMES, INC.
UNAUDITED QUARTERLY INFORMATION
(000°s omitted, except per share data)

1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter Total
2005
Homebuilding:
REVENUES. . ..ceveviieiiieeeciceteeeeeee e $2,486,294  $3,213,430  $3,750,669 $5,077,843 $ 14,528,236
Cost 0f SALES.....ovevereeieriieeeeeeeeee e 1,877,227 2,458,880 2,863,617 3,945,244 11,144,968
Income before income taxes..........ocveevvevvevvennans 359,569 499,402 619,392 820,459 2,298,822
Financial Services:
REVENUES......ceeviieiieieeececee e 30,276 $§ 36258 § 42383 § 52,497 $ 161414
Income before income taxes..........cccoevvevveeveennee. 10,084 15,526 19,043 25,933 70,586
Other non-operating:
REVENUES........voeeeeeeeeeeeeeeeeee e 1,248 $ 1,257 % 1,120 $ 1,260 $ 4,885
Loss before income taxes..........cccocevveveecreneenennes (22,756) (29,1006) (24,733) (15,799) (92,394)
Consolidated results:
REVENUES......coeeviieiiieeeeeccceee e $2,517,818  $3,250,945 $3,794,172  $5,131,600 $14,694,535
Income from continuing operations
before iINCOME taXES .......oovvvvveeiiieiiceeceeee 346,897 485,822 613,702 830,593 2,277,014
INCOME tAXES ...vvrnreeiieerieieieeeee e 129,350 180,635 231,285 298,856 840,126
Income from continuing operations.................... 217,547 305,187 382,417 531,737 1,436,888
Income (loss) from discontinued operations (a),(b) 695 (1,476) 13,004 42,802 55,025
NEt INCOME.......veuierieierieericreeeteeeereeere et 218,242 $ 303,711 $ 395421 § 574,539 $ 1,491,913
Per share data (¢):
Basic:
Income from continuing operations............. 85 8 .19 $ 149 § 208 $ 5.62
Income (loss) from discontinued
OPETAtIONS (@), (D) ..vevveveerereeeereeereeerereerenenns - (.01) .05 17 22
NEt INCOME ... 86 $ .19 $ 154 § 225§ 5.84
Weighted-average common
shares outstanding ...........cccceevvvervreerrenrnnene. 254,868 255,874 256,081 255,139 255,492
Assuming dilution:
Income from continuing operations............. 83 3 .16 § 145 § 203 8§ 5.47
Income (loss) from discontinued
operations (@),(B) ......ceevveevreeeereeeeeneeenne - (.01) .05 .16 21
NEt iNCOME ... 83 8 1.15  $ 150 % 219 § 5.68
Adjusted weighted-average common
shares and effect of dilutive securities...... 262,753 263,677 263,908 262,443 262,801

(@) In January 2005, the Company sold all of its Argentina operations. For all periods reported, the Argentina operations
have been presented as discontinued operations (see Note 3 of our Consolidated Financial Statements).

(b) In December 2005, the Company sold substantially all of its Mexico homebuilding operations. For all periods reported,
the Mexico homebuilding operations have been presented as discontinued operations (see Note 3 of our Consolidated

Financial Statements).

(c) All share and per share amounts have been restated to retroactively reflect the two-for-one stock splits which were
distributed to shareholders on September 1, 2005 and January 2, 2004.
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PULTE HOMES, INC.

UNAUDITED QUARTERLY INFORMATION

(000°s omitted, except per share data)

1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter Total
2004
Homebuilding:
REVENUES. .. oot $1,965,682 $2,450,473  $2,885,121  $4,098,732 $11,400,008
Cost O SAlES ... 1,535,936 1,907,839 2,204,210 3,141,155 8,789,140
Income before income taxes .........ccoevvvvvveveennenen. 222,418 318,422 429,918 664,822 1,635,580
Financial Services:
REVENUES ..ot $ 24572 $§ 23874 $§ 27,706 $ 36,567 $ 112,719
Income before income taxes.........c.ccoeevveevvennnnen. 10,089 8,369 11,294 17,677 47,429
Other non-operating:
REVENUES ...t $ 897 % 562 $ 125 % 165 $ 1,749
Loss before income taxes..........ccoceeeevereeereeereenne (20,228) (23,868) (24,570) (22,019) (90,685)
Consolidated results:
REVENUES ..ot $1,991,151 $2,474,909 $2,912,952 $4,135,464 $11,514,476
Income from continuing operations
before iINCOME taAXES.......ccvvvvveveieeiceeceeeeeee e 212,279 302,923 416,642 660,480 1,592,324
INCOME tAXES ...covvveiiieieieireriee s 80,365 114,941 158,153 245,292 598,751
Income from continuing operations..................... 131,914 187,982 258,489 415,188 993,573
Income (loss) from discontinued operations (a),(b) (285) (379) 11,447 (17,815) (7,032)
NEt INCOME ..t $ 131,629 § 187,603 § 269,936 $ 397,373 $ 986,541
Per share data (¢):
Basic:
Income from continuing operations............. $ S3 08 g4 8 .02 § 163  $ 3.93
Income (loss) from discontinued
OPErations (@), (D)......c.cceeveveeereveeeereernrennnans - - .05 (.07) (.03)
NEt iNCOME......vvveverererereveverevee e $ S3 8 74 S 1.07 $ 156  $ 3.91
Weighted-average common
shares outstanding.............coeveevrveeerreernnnnnn, 250,602 252,508 253,133 254,214 252,590
Assuming dilution:
Income from continuing operations............. $ S S 73 3 99 3 159  $ 3.82
Income (loss) from discontinued
OpErations (@), (D).....coccevveeeeeeeeeeieeeeeeenene - - .04 (.07) (.03)
NEt INCOME........veveveveverererereeeree e $ S S g3 8 1.03 § 152 $ 3.79
Adjusted weighted-average common
shares and effect of dilutive securities....... 257,658 258,711 260,970 261,412 260,234

(@) In January 2005, the Company sold all of its Argentina operations. For all periods reported, the Argentina operations
have been presented as discontinued operations (see Note 3 of our Consolidated Financial Statements).

(b) In December 2005, the Company sold substantially all of its Mexico homebuilding operations. For all periods reported,
the Mexico homebuilding operations have been presented as discontinued operations (see Note 3 of our Consolidated
Financial Statements).

(c) All share and per share amounts have been restated to retroactively reflect the two-for-one stock splits which were
distributed to shareholders on September 1, 2005 and January 2, 2004.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

This Item is not applicable.

ITEM 9A. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

Management, including our President & Chief Executive Officer and Executive Vice President & Chief Financial
Officer, evaluated the effectiveness of the design and operation of our disclosure controls and procedures as of
December 31, 2005. Based upon, and as of the date of that evaluation, our President & Chief Executive Officer and
Executive Vice President & Chief Financial Officer concluded that the disclosure controls and procedures were effective,
in all material respects, to ensure that information required to be disclosed in the reports we file and submit under the
Exchange Act is recorded, processed, summarized and reported as and when required.

Internal Control Over Financial Reporting
(a) Management’s Annual Report on Internal Control Over Financial Reporting

Management is responsible for the preparation and fair presentation of the consolidated financial statements
included in this annual report. The consolidated financial statements have been prepared in conformity with United
States generally accepted accounting principles and reflect management’s judgments and estimates concerning events
and transactions that are accounted for or disclosed.

Management is also responsible for establishing and maintaining effective internal control over financial reporting.
The Company’s internal control over financial reporting includes those policies and procedures that pertain to the
Company’s ability to record, process, summarize and report reliable financial data. Management recognizes that there
are inherent limitations in the effectiveness of any internal control and effective internal control over financial reporting
can provide only reasonable assurance with respect to financial statement preparation. Additionally, because of changes
in conditions, the effectiveness of internal control over financial reporting may vary over time.

In order to ensure that the Company’s internal control over financial reporting is effective, management regularly
assesses such controls and did so most recently for its financial reporting as of December 31, 2005. Management’s
assessment was based on criteria for effective internal control over financial reporting described in Internal Control —
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on
this assessment, management asserts that the Company has maintained effective internal control over financial reporting
as of December 31, 2005.

Ernst & Young LLP, the independent registered public accounting firm that audited the Company’s consolidated

financial statements included in this annual report, has issued an attestation report on management’s assertion with
respect to the effectiveness of the Company’s internal control over financial reporting as of December 31, 2005.
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Internal Control Over Financial Reporting (continued)
b) Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders
Pulte Homes, Inc.

We have audited management’s assessment, included in the accompanying Management’s Annual Report on
Internal Control Over Financial Reporting, that Pulte Homes, Inc. maintained effective internal control over financial
reporting as of December 31, 2005, based on criteria established in Internal Control—Integrated Framework issued by
the Committee of Sponsoring Organizations of the Treadway Commission (the COSO criteria). Pulte Homes, Inc.’s
management is responsible for maintaining effective internal control over financial reporting and for its assessment of
the effectiveness of internal control over financial reporting. Our responsibility is to express an opinion on management’s
assessment and an opinion on the effectiveness of the company’s internal control over financial reporting based on our
audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
effective internal control over financial reporting was maintained in all material respects. Our audit included obtaining an
understanding of internal control over financial reporting, evaluating management’s assessment, testing and evaluating
the design and operating effectiveness of internal control, and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed 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. A company’s internal control over financial reporting includes
those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and
fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance
with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a
material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

In our opinion, management’s assessment that Pulte Homes, Inc. maintained effective internal control over financial
reporting as of December 31, 2005, is fairly stated, in all material respects, based on the COSO criteria. Also, in our
opinion, Pulte Homes, Inc. maintained, in all material respects, effective internal control over financial reporting as of
December 31, 2005, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheets of Pulte Homes, Inc. as of December 31, 2005 and 2004, and the related
consolidated statements of operations, shareholders' equity and comprehensive income, and cash flows for each of the
three years in the period ended December 31, 2005 and our report dated January 30, 2006 expressed an unqualified
opinion thereon.

/s/ Ernst & Young LLP
Detroit, Michigan
January 30, 2006

(¢) Changes in Internal Control Over Financial Reporting

There has been no change in our internal control over financial reporting during the quarter ended December 31,
2005 that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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ITEM 9B. OTHER INFORMATION
This Item is not applicable.
ITEM 9C. CEO/CFO CERTIFICATIONS

The Company has filed the certification of our chief executive officer with the New York Stock Exchange
(“NYSE”) for 2005 as required pursuant to Section 303A.12(a) of the NYSE Listed Company Manual, and we have filed
the Sarbanes-Oxley Section 302 certifications of our chief executive officer and chief financial officer with the Securities
and Exchange Commission, which are attached hereto as exhibits 31(a) and 31(b).

PART III
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Information required by this Item with respect to our executive officers is set forth in Item 4A. Information required
by this Item with respect to members of our Board of Directors will be contained in the Proxy Statement for the 2006
Annual Meeting of Shareholders (“2006 Proxy Statement”) under the captions “Election of Directors” and “Audit
Committee” and in the chart disclosing Audit Committee membership and is incorporated herein by this reference.
Information required by this Item with respect to compliance with Section 16(a) of the Securities Exchange Act of 1934
will be contained in the 2006 Proxy Statement under the caption “Section 16(a) Beneficial Ownership Reporting
Compliance,” and is incorporated herein by this reference. Information required by this Item with respect to our code of
ethics will be contained in the 2006 Proxy Statement under the caption “Guidelines; Code of Ethics™ and is incorporated
herein by this reference.

ITEM11. EXECUTIVE COMPENSATION

Information required by this Item will be contained in the 2006 Proxy Statement under the captions “Compensation
of Named Executive Officers” and “Director Compensation” and is incorporated herein by this reference.

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

Information required by this Item will be contained in the 2006 Proxy Statement under the captions “Beneficial
Security Ownership” and “Equity Compensation Plan Information” and is incorporated herein by this reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Information required by this Item will be contained in the 2006 Proxy Statement under the caption “Certain
Relationships and Related Transactions” and is incorporated herein by this reference.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Information required by this Item will be contained in the 2006 Proxy Statement under the captions “Audit and
Non-Audit Fees” and “Audit Committee Preapproval Policies” and is incorporated herein by reference.
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ITEM 15.

PART IV

EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) The following documents are filed as part of this Annual Report on Form 10-K:

(1) Financial Statements

Page Herein

Consolidated Balance Sheets at December 31, 2005 and 2004 ...........ccoveeveveieeevenennnne 34
Consolidated Statements of Operations for the years ended

December 31, 2005, 2004 and 2003.......ccuiioiiieiiiieieeee et 35
Consolidated Statements of Shareholders’ Equity and Comprehensive Income

for the years ended December 31, 2005, 2004 and 2003...........ccooveeveeerieenrereereeenns 36
Consolidated Statements of Cash Flows for the

years ended December 31, 2005, 2004 and 2003 ..........ccooeeerieeieeneenieeneeseeeeenes 37
Notes to Consolidated Financial Statements ............ccocvevvevrevievrevierreeienieciesieeeeeeeeeereere e 38

(2) Financial Statement Schedule

All schedules are omitted since the required information is not present, is not present in amounts sufficient
to require submission of the schedule or because the required information is included in the financial
statements or notes thereto.

©))

Exhibits

The following exhibits are filed with this Report or incorporated by reference:

Exhibit Number and Description

(2) and
(10)

®)

4)

(a)

(@)

(b)

(@)

(b)

©

(d)

Plan and Agreement of merger dated as of April 30, 2001, among Del Webb Corporation, Pulte
Corporation and Pulte Acquisition Corporation (Incorporated by reference to Exhibit 2.1 of our
Registration Statement on Form S-4, Registration No. 333-62518)

Articles of Incorporation, as amended, of Pulte Homes, Inc. (Incorporated by reference to Exhibit 3.1 of
our Registration Statement on Form S-4, Registration No. 333-62518)

By-laws, as amended, of Pulte Homes, Inc. (Incorporated by reference to Exhibit 3.1 of our Current Report
on Form 8-K dated September 15, 2004)

Senior Note Indenture dated as of October 24, 1995, among Pulte Corporation, certain of its subsidiaries, as
Guarantors, and The First National Bank of Chicago, as Trustee, covering Pulte Corporation’s 7.3%
unsecured senior notes due 2005 ($125,000,000 aggregate principal amount outstanding) and 7.625%
unsecured senior notes due 2017 ($150,000,000 aggregate principal amount outstanding). (Incorporated by
reference to Exhibit (c) 1 of our Current Report on Form 8-K dated October 20, 1995).

Indenture Supplement dated as of August 27, 1997, among Pulte Corporation, Bank One Trust Company,
National Association (as successor Trustee to The First National Bank of Chicago), and certain subsidiaries
of Pulte Corporation (Incorporated by reference to Exhibit 4.2 of our Current Report on Form 8-K dated
October 6, 1997)

Indenture Supplement dated as of March 20, 1998, among Pulte Corporation, Bank One Trust Company,
National Association (as successor Trustee to The First National Bank of Chicago), and certain subsidiaries
of Pulte Corporation (Incorporated by reference to Exhibit 4.2 of our Current Report on Form 8-K dated
March 24, 1998)

Indenture Supplement dated January 31, 1999, among Pulte Corporation, Bank One Trust Company,
National Association (as successor Trustee to The First National Bank of Chicago), and certain subsidiaries
of Pulte Corporation (Incorporated by reference to Exhibit 4.2 of our Current Report on Form 8-K dated
March 3, 1999)

76



4)

(10)

(©

®

)

(h)

(M)

©)

(k)

M

(m)

(n)

Indenture Supplement dated February 21, 2001, among Pulte Homes, Inc., Bank One Trust Company,
National Association (as successor Trustee to The First National Bank of Chicago), and certain
subsidiaries of Pulte Homes, Inc. (Incorporated by reference to Exhibit 4(j) to our Annual Report on
Form 10-K for the year ended December 31, 2003)

Indenture Supplement dated August 6, 2001, among Pulte Homes, Inc., Bank One Trust Company,
National Association (as successor Trustee to The First National Bank of Chicago), and certain
subsidiaries of Pulte Homes, Inc. (Incorporated by reference to Exhibit 4.8 of our Registration Statement
on Form S-4, Registration No. 333-70786)

Indenture Supplement dated June 12, 2002, among Pulte Homes, Inc., Bank One Trust Company,
National Association (as successor Trustee to The First National Bank of Chicago), and certain
subsidiaries of Pulte Homes, Inc. (Incorporated by reference to Exhibit 4(m) to our Annual Report on
Form 10-K for the year ended December 31, 2003)

Indenture Supplement dated February 3, 2003, among Pulte Homes, Inc., Bank One Trust Company,
National Association (as successor Trustee to The First National Bank of Chicago), and certain
subsidiaries of Pulte Homes, Inc. (Incorporated by reference to Exhibit 4(n) to our Annual Report on
Form 10-K for the year ended December 31, 2003)

Indenture Supplement dated May 22, 2003, among Pulte Homes, Inc., Bank One Trust Company,
National Association (as successor Trustee to The First National Bank of Chicago), and certain
subsidiaries of Pulte Homes, Inc. (Incorporated by reference to Exhibit 4(0) to our Annual Report on
Form 10-K for the year ended December 31, 2003)

Indenture Supplement dated January 16, 2004, among Pulte Homes, Inc., J.P. Morgan Trust Company,
National Association (as successor Trustee to Bank One Trust Company, National Association, which
was successor Trustee to The First National Bank of Chicago), and certain subsidiaries of Pulte Homes,
Inc. (Incorporated by reference to Exhibit 4(p) to our Annual Report on Form 10-K for the year ended
December 31, 2003)

Indenture Supplement dated July 9, 2004, among Pulte Homes, Inc., J.P. Morgan Trust Company,
National Association (as successor Trustee to Bank One Trust Company, National Association, which
was successor Trustee to The First National Bank of Chicago), and certain subsidiaries of Pulte Homes,
Inc. (Incorporated by reference to Exhibit 4(n) of our Annual Report on Form 10-K for the year ended
December 31, 2004)

Indenture Supplement dated February 10, 2005, among Pulte Homes, Inc., J.P. Morgan Trust Company,
National Association (as successor Trustee to Bank One Trust Company, National Association, which
was successor Trustee to the First National Bank of Chicago), and certain subsidiaries of Pulte Homes,
Inc. (Incorporated by reference to Exhibit 4(0) of our Annual Report on Form 10-K for the year ended
December 31, 2004)

Registration Rights Agreement dated August 6, 2001, among Pulte Homes, Inc. and Solomon Smith

Barney, Inc. as the Initial Purchaser Representative (Incorporated by reference to Exhibit 4.23 of our
Registration Statement on Form S-4, Registration No. 333-70786)

Form of Pulte Homes, Inc. Guarantee Agreement (Incorporated by reference to Exhibit 4.32 of our
Registration Statement on Form S-3, Registration No. 333-86806)

1990 Stock Incentive Plan for Key Employees (Filed with the Proxy Statement dated April 3, 1990 and
as an exhibit of our Registration Statement on Form S-8, Registration No. 33-40102)
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(10)

(b)

©

(d)

(©

®

(@

(h)

0)
(k)

)

(m)

1994 Stock Incentive Plan for Key Employees (Incorporated by reference to our Proxy Statement dated
March 31, 1994, and as Exhibit 4.1 of our Registration Statement on Form S-8, Registration No. 33-
98944)

1995 Stock Incentive Plan for Key Employees (Incorporated by reference to our Proxy Statement dated
March 31, 1995, and as Exhibit 4.1 of our Registration Statement on Form S-8, Registration No. 33-
99218)

1997 Stock Plan for Nonemployee Directors (Incorporated by reference to our Proxy Statement dated
March 27, 1998, and as Exhibit 4.3 of our Registration Statement on Form S-8, Registration No. 333-
52047)

Pulte Homes, Inc. 401(k) Plan (Incorporated by reference to Exhibit 4.3 of our Registration Statement
on Form S-8, No. 333-115570)

Credit Agreement among Pulte Homes, Inc. as Borrower, the Lenders Identified Herein, and Bank One,
NA, as Administrative Agent, dated as of October 1, 2003 (Incorporated by reference to Exhibit 10 of
our Quarterly Report on Form 10-Q for the quarter ended September 30, 2003)

Amended and Restated Credit Agreement among Pulte Homes, Inc., as Borrower, The Lenders
Identified Herein, Bank One, NA, as Administrative Agent, and Citicorp North America, INC., as
Syndication Agent and Barclays Bank PLC, BNP Paribas, Comerica Bank Deutsche Bank Trust
Company Americas, Merrill Lynch Bank USA, SunTrust Bank, The Royal Bank of Scotland PLC, UBS
Loan Finance LLC and Wachovia Bank, National Association, as Documentation Agents and Bank of
America, N.A. Calyon New York Branch, Guaranty Bank, Mizuho Corporate Bank, LTD., PNC Bank,
National Association, and The Bank of Tokyo-Mitsubishi, LTD., Chicago Branch as Managing Agents
and Fifth Third Bank, Eastern Michigan, Standard Federal Bank N.A., and Washington Mutual Bank,
FA as Co-Agents dated as of September 16, 2004 and J.P. Morgan Securities Inc., as Lead Arranger and
Sole Bookrunner (Incorporated by reference to Exhibit 10.1 of our Quarterly Report on Form 10-Q for
the quarter ended September 30, 2004)

Intercreditor and Subordination Agreement, dated October 1, 2003, among Asset Seven Corp., Pulte
Realty Corporation, certain subsidiaries of Pulte Homes, Inc., Bank One, NA, as Administrative Agent,
and Bank One Trust Company, National Association, as Trustee (Incorporated by reference to Exhibit
10(f) to our Annual Report on Form 10-K for the year ended December 31, 2003)

Second Amended and Restated Credit Agreement among Pulte Homes, Inc., as Borrower, The Lenders
Identified therein, JP Morgan Chase Bank, NA, as Administrative Agent, and Citigroup Global Markets,
Inc., as Syndication Agent and Barclays Bank PLC, BNP Paribas, Calyon New York Branch, Comerica
Bank, Deutsche Bank Trust Company Americas, Merrill Lynch Bank USA, The Royal Bank of
Scotland PLC, Suntrust Bank, UBS Loan Finance LLC, and Wachovia Bank, National Association, as
Documentation Agents and The Bank of Tokyo-Mitsubishi, Ltd., Chicago Branch, Bank of America,
N.A., Guaranty Bank, Lloyds TSB Bank PLC, Mizuho Corporate Bank, Ltd., and PNC Bank, National
Association as Managing Agents and LaSalle Bank National Association, Washington Mutual Bank,
AmSouth Bank, Fifth Third Bank, A Michigan Bank Corporation, and U.S. Bank, National Association,
as Co-Agents dated as of October 31, 2005 (Incorported by reference to Exhibit 10.1 of our Quarterly
Report on Form 10-Q for the quarter ended September 30, 2005)

Long-Term Incentive Plan (Incorporated by reference to our Proxy Statement dated March 31, 2000)

Pulte Corporation 2000 Stock Plan for Nonemployee Directors (Incorporated by reference to Exhibit
4.3 of our Registration Statement on Form S-8, Registration No. 333-66286)

Pulte Corporation 2000 Incentive Plan for Key Employees (Incorporated by reference to Exhibit 4.3 of
our Registration Statement on Form S-8, Registration No. 333-66284)

Pulte Homes, Inc. 2002 Stock Incentive Plan (Incorporated by reference to our Proxy Statement dated
April 3, 2002 and as Exhibit 4.3 of our Registration Statement on Form S-8, No. 333-123223)
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(10)

(n)

(0)

(P

(@

®)

(w)

™)

(W)

)

)

)

(aa)

Pulte Homes, Inc. Senior Management Annual Incentive Plan (Incorporated by reference to our Proxy
Statement dated March 27, 2003)

Pulte Homes, Inc. 2004 Stock Incentive Plan (Incorporated by reference to our Proxy Statement dated
March 29, 2004 and as Exhibit 4.4 of our Registration Statement on Form S-8, No. 333-123223)

Del Webb Corporation Director Stock Plan (Incorporated by reference to Exhibit 4.3 of our Registration
Statement on Form S-8, Registration No. 333-66322)

Del Webb Corporation 1993 Executive Long-Term Incentive Plan (Incorporated by reference to Exhibit
4.7 of our Registration Statement on Form S-8, Registration No. 333-66322)

Del Webb Corporation 1995 Director Stock Plan (Incorporated by reference to Exhibit 4.4 of our
Registration Statement on Form S-8, Registration No. 333-66322)

Del Webb Corporation 1995 Executive Long-Term Incentive Plan (Incorporated by reference to Exhibit
4.8 of our Registration Statement on Form S-8, Registration No. 333-66322)

Master Repurchase Agreement, dated as of December 22, 2000, between Pulte Mortgage Corporation
and Pulte Funding, Inc. (Incorporated by reference to Exhibit 10 of our Quarterly Report on Form 10-Q
for the quarter ended September 30, 2003)

Collection and Paying Agreement dated as of August 23, 2002, by and among Pulte Mortgage LLC,
Pulte Funding, Inc., Bank One, NA, Credit Lyonnais New York Branch and LaSalle Bank National
Association (filed herewith)

Fourth Amended and Restated Security and Collateral Agency Agreement, dated as of June 30, 2004, by
and among Pulte Mortgage, LLC, Bank One, NA (filed herewith)

Amendment One to the Collection and Paying Agreement dated as of August 23, 2002, by and among
Pulte Mortgage LLC, Pulte Funding, Inc., Bank One, NA, Credit Lyonnais New York Branch and
LaSalle Bank National Association (filed herewith)

Fifth Amended and Restated Revolving Credit Agreement by and among Pulte Mortgage LLC, The
Lenders Party thereto, and Bank One, NA, As Administrative Agent and Bank One Capital Markets, Inc.
As Lead Arranger and Sole Book Runner And LaSalle Bank National Association, As Collateral Agent
dated as of June 30, 2004 (Incorporated by reference to Exhibit 10.1 of our Quarterly Report on Form
10-Q for the quarter ended June 30, 2004)

Amendment For A Permanent Increase To The Aggregate Commitment to the Fifth Amended and
Restated Revolving Credit Agreement made as of July 30, 2004 by and among Pulte Mortgage LLC,
Bank One, NA, as agent under the “Credit Agreement” and SunTrust Bank and The Bank of Tokyo-
Mitsubishi, LTD., Chicago Branch (Incorporated by reference to Exhibit 10.3 of our Quarterly Report
on Form 10-Q for the quarter ended September 30, 2004)

Second Amended and Restated Loan Agreement, dated as of August 19, 2005, by and among Pulte
Funding, Inc., Atlantic Asset Securitization Corp., Jupiter Securitization Corporation, La Fayette Asset
Securitization Corporation, Calyon New York Branch, JP Morgan Chase Bank, NA, Lloyds TSB Bank
PLC and Pulte Mortgage, LLC (filed herewith)

Second Amended and Restated Addendum to Master Repurchase Agreement, dated as of August 19,
2005, between Pulte Mortgage, LLC, and Pulte Funding, Inc. (filed herewith)
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(10)

(12)
2D
(23)

G

(32)

99)

(ab)

(ac)

(ad)

(ae)

(@)

(b)

(@

(b)

Second Amended and Restated Collateral Agency Agreement, dated as of August 19, 2005, by and
among Pulte Funding, Inc., Calyon New York Branch and LaSalle Bank National Association (filed
herewith)

Second Amendment to the Fifth Amended and Restated Revolving Credit Agreement, dated as of
December 27, 2005, by and among Pulte Mortgage, LLC and JP Morgan Chase Bank, NA (filed
herewith)

Omnibus Amendment, dated as of December 27, 2005, by and among Pulte Funding, Inc., Pulte
Mortgage, LLC, Atlantic Asset Securitzation Corp., La Fayette Asset Securitization, Calyon New York
Branch, Lloyds TSB Bank PLC, JP Morgan Chase Bank, NA, Jupiter Securitzation Corp., LaSalle
Bank, NA (filed herewith)

Second Omnibus Amendment, dated as of January 12, 2006, by and among Pulte Funding, Inc., Pulte
Mortgage, LLC, Atlantic Asset Securitzation Corp., La Fayette Asset Securitization, Calyon New York
Branch, Lloyds TSB Bank PLC, JP Morgan Chase Bank, NA, Jupiter Securitzation Corp., LaSalle
Bank, NA (filed herewith)

Ratio of Earnings to Fixed Charges at December 31, 2005 (Filed herewith)
Subsidiaries of the Registrant (Filed herewith)
Consent of Independent Registered Public Accounting Firm (Filed herewith)

Rule 13a-14(a) Certification by Richard J. Dugas, Jr., President and Chief Executive Officer (Filed
herewith)

Rule 13a-14(a) Certification by Roger A. Cregg, Executive Vice President and Chief Financial Officer
(Filed herewith)

Certification Pursuant to 18 United States Code § 1350 and Rule 13a-14(b) of the Securities Exchange
Act of 1934 (Filed herewith)

Settlement and Termination Agreement, dated October 12, 2001, between Federal Deposit Insurance
Corporation, as Manager of the FSLIC Resolution Fund; First Heights Bank, a Federal Savings Bank;
Pulte Diversified Companies, Inc.; and Pulte Homes, Inc. f/k/a Pulte Corporation (Incorporated by
reference to Exhibit 99(a) of our Annual Report on Form 10-K for the year ended December 31, 2001)

Agreement dated October 6, 2004, between Pulte Homes, Inc. and Leo J. Taylor (Incorporated by

reference to Exhibit 99.1 of our Quarterly Report on Form 10-Q for the quarter ended September 30,
2004)
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

PULTE HOMES, INC.
(Registrant)

March 10, 2006 By:_ /s/Roger A. Cregg
Roger A. Cregg
Executive Vice President
and Chief Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the Registrant and in the capabilities and on the dates indicated:

Signature Title Date

/s/ William J. Pulte Chairman of the Board of Directors March 10, 2006
William J. Pulte

/s/ Richard J. Dugas,Jr. President, Chief Executive Officer March 10, 2006

Richard J. Dugas, Jr. and Member of the Board of Directors

/s/ Roger A. Cregg

Roger A. Cregg

/s/ Vincent J. Frees

Vincent J. Frees

/s/ Brian P. Anderson

Brian P. Anderson

/s/ D. Kent Anderson

D. Kent Anderson

/s/ Debra Kelly-Ennis

Debra Kelly-Ennis

/s/ David N. McCammon

David N. McCammon

/s/ Patrick J. O’Leary

Patrick J. O’Leary

/s/ Bernard W. Reznicek

Bernard W. Reznicek

/s/ Alan E. Schwartz

Alan E. Schwartz

/s/ Francis. J. Sehn

Francis J. Sehn

/s/ John J. Shea

John J. Shea

/s/ William B. Smith

William B. Smith

(Principal Executive Officer)

Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)

Vice President and Controller

(Principal Accounting Officer)

Member of Board of Directors

Member of Board of Directors

Member of Board of Directors

Member of Board of Directors

Member of Board of Directors

Member of Board of Directors

Member of Board of Directors

Member of Board of Directors

Member of Board of Directors

Member of Board of Directors
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EXHIBIT 12
PULTE HOMES, INC.
RATIO OF EARNINGS TO FIXED CHARGES

Years Ended December 31,

2005 2004 2003 2002 2001(a)
Earnings:
Income from continuing operations before taxes.............. $2,277,014 $1,592,324 § 994,008 $722,686 $ 493,545
Add:
Fixed Charges .......cccceeueueuerereieieieieieeieee e 274,156 231,252 202,716 185,372 137,982
Amortization of Capitalized Interest .............ccoevveirrenrnnne 179,585 133,049 78,708 48,697 36,006
Subtract:
Capitalized INTErest .......c.ceveveueueeereieeieieeeieeee e (185,792)  (156,056)  (136,308) (123,086) (80,399)
Distributions in excess (less than) earnings of affiliates... 10,670 (21,625) (36,186) (71,716) (13,546)
Income as adjusted..........oovueuruririereruririeerreeee e $2,555.633 $1.778.944 $1.102,938 $825.953 § 573,588
Fixed Charges:
Interest expensed and capitalized...........ccccoovevrieerreennenene. 250,026 212,418 186,339 169,255 125,949
Portion of rents representative of interest factor ............... 24,130 18,834 16,377 16,117 12,033
FiXed Charges ........cccoveveviieveveveiieeeeeeeeeveeee e $ 274,156 $ 231,252 $ 202,716 $185372 $ 137.982
Ratio of earnings to fixed charges (), (C).....cccvevevrvenennene. 9.32 7.69 5.44 4.46 4.16

Note: The ratios of earnings to fixed charges set forth above are computed on a total enterprise basis, except for our
discontinued thrift operations, Mexico homebuilding operations, and Argentina operations, which have been
excluded. Fixed charges include interest incurred and a portion of rent expense, which represents the
estimated interest factor and amortization of debt expense.

(a) Calculations for 2001 include the operations of Del Webb Corporation since July 31, 2001, the date on
which our merger with Del Webb Corporation closed.

(b) In January 2005, the Company sold all of its Argentina operations. For all periods reported, the Argentina
operations have been presented as discontinued operations (see Note 3 of our Consolidated Financial
Statements).

(c) In December 2005, the Company sold substantially all of its Mexico homebuilding operations. For all

periods reported, the Mexico homebuilding operations have been presented as discontinued operations (see
Note 3 of our Consolidated Financial Statements).
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Pulte Homes, Inc. (the Company) owns 100% of the capital stock of, or is sole member of:

1)

PULTE HOMES, INC.
SUBSIDIARIES OF THE REGISTRANT
At December 31, 2005

Place of
Entity Name Incorporation/Formation

Pulte Diversified Companies, INC. .......c.cccovueveernneecnnncirnecceneenenes Michigan
Pulte Financial Companies, Inc. (PFCI) .......ccccovreeonnncinnneccnineenees Michigan
Radnor Homes, INC........cccouvueuiininieiiiiiiccincccecceeecceeevecee e Michigan
Pulte.com, INC. ...couiieiice e Michigan
PHT Corporation (1) ....c.eeceeeeeireeireieieerie ettt Michigan
Pulte Realty Holdings, INC. ...ocoooiieiiieieeee e Michigan
North American Builders Indemnity Company ...........cccoceeeeveeeeereeennevennene. Colorado
Marquette Title Insurance COMPANY ........cceevereerreeereresrerieresiereseeresseessennns Vermont
RN ACqUISIEION 2 COIP..viuriviireeieierieriieriieteseeeeesesesseseeseseesessesessesessesessesessenens Nevada
Del Webb Corporation (Del Webb).........ccceveieerireieiieeieeieesesseesienns Delaware
PB Venture L.L.C. ....occoioieiieieeieeieeeeeeetete ettt aenens Michigan
Pulte Land Company, LLC .........cccconieioneinneccnecceneneeveeeneeeene Michigan
Pulte Michigan Services, LLC .......cccceormirieennniecinnncccnereececeneeneneeens Michigan
Pulte Homes of Michigan, LLC........c.ccccccenreiiiinnneinnieiccnneieiceneeeenenes Michigan
Pulte Homes of Ohio, LLC ..o Michigan
Pulte Aviation T LLC ......cooiiiiiieeeee e Michigan
Pulte Aviation II LLC ......cooiiiiiieeeeeeeee et Michigan
Pulte Homes of Maryland LLC...........ccccceivieiriecineieceeeceeeeeeseee e Maryland
DiVosta Building, LLC ........ccocceoivieirieiieeieieeeeeeeeeeeeeeeaeee e e s Michigan
Florida Building Products, LLC..........cccccvveirieirieirieieieieeeeeeveeeeaeeenas Michigan
Pulte INteriors, INC. .......ccevveirieirieirieieieieieeeee st saenens Michigan

EXHIBIT 21

PH1 Corporation owns 100% of the capital stock of DiVosta Homes Holdings, LLC a Delaware limited liability
company and 99% of DiVosta Homes, LP, a Delaware limited partnership. DiVosta Home Holdings, LLC
owns 1% of DiVosta Homes, L.P., a Delaware limited liability company. DiVosta Homes, L.P. owns 100% of
the capital stock of DiVosta Homes Marketing, Inc., Island Walk Development Company, RiverWalk of the
Palm Beaches Development Company, Inc., DiVosta Building Corporation, Island Walk Realty, Inc. and
DiVosta Home Sales, Inc., all Florida corporations. DiVosta Homes, L.P. owns 100% of the capital stock of

PH3 Corporation, a Michigan corporation.

The Company is a shareholder, member or partner of the following corporations, limited liability companies or

limited partnerships:

Place of
Entity Name Incorporation/Formation Percentage Ownership
Grayhaven Estates Limited, L.L.C. Michigan 99%
Pulte Services California LLC Michigan 2%
Shorepointe Village Homes, L.L.C. Michigan 82.5%
Contractors Insurance Company of North
America, Inc., a Risk Retention Group Hawaii .01%
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PULTE HOMES, INC.
SUBSIDIARIES OF THE REGISTRANT (continued)

2) Pulte Diversified Companies, Inc. owns 100% of the capital stock of Pulte International Corporation, Pulte
Home Corporation (PHC) and American Title of the Palm Beaches Corporation, and First Heights Holding
Corporation, all Michigan corporations.

3) Pulte International Corporation owns 100% of the capital stock of Pulte International Caribbean Corp., Pulte
Chile Corporation, Pulte SA Corporation, all Michigan corporations, PIMI Holdings LLC, a Michigan limited
liability company and 99% of Pulte International Mexico Limited Partnership, a Michigan limited partnership.
PIMI Holdings LLC owns 1% of Pulte International Mexico Limited Partnership, a Michigan limited
partnership.

4) Pulte International Mexico Limited Partnership owns 100% of Pulte SRL Holdings, LLC, a Michigan limited
liability company. Pulte International Mexico Limited Partnership and PHC own 99.99% and .01%,
respectively, of the capital stock of Controladora PHC, S.A. de C.V. (Controladora), a Mexican corporation.
Pulte International Mexico Limited Partnership owns .1%, and Controladora owns 99.9% of Nantar, S. de R.L.
de C.V., a Mexican limited liability company. Controladora also owns 25% of Residencial Riviera, S.A. de
C.V., a Mexican corporation, and 25% of Ciudad Riviera, S.A. de C.V., a Mexican corporation.

5) Pulte International Caribbean Corp. owns 100% of the capital stock of Pulte International Building Corporation,
a Michigan corporation. Pulte International Building Corporation owns 50% of Desarrolladores Urbanos
(Canovanas) SE, 50% of Mayaguez Partners, S.E., and 50% of Andrea’s Court, S.E., all Puerto Rican general
partnerships.

6) Pulte Chile Corporation owns 99% and Pulte SA Corporation owns 1% of Pulte de Chile Limitada, a Chilean
limited partnership. Pulte Chile Corporation owns 99.9% and Pulte SA Corporation owns .1% of Residencias
del Norte Limitada, a Chilean limited liability company.

7) PFCI owns 100% of the capital stock of Guaranteed Mortgage Corporation III, a Michigan corporation.

8) Radnor Homes, Inc. owns 25.6% and RN Acquisition 2 Corp. owns 74.4% of Pulte Homes Tennessee Limited
Partnership, a Nevada limited partnership.

9) Pulte Realty Holdings, Inc. owns 100% of the capital stock of Pulte RC, LLC, a Michigan limited liability
company, Pulte Realty Corporation, an Arizona corporation and 99% of Pulte International Caribbean II,
Limited Partnership, a Michigan limited partnership. Pulte RC, LLC owns 1% of Pulte International Caribbean
I, Limited Partnership, a Michigan limited partnership.

10) North American Builders Indemnity Company owns 99.99% of the capital stock of Contractors Insurance
Company of North America, Inc., a Risk Retention Group, a Hawaii Corporation.

11) PC/BRE Venture L.L.C. owns 100% of PC/BRE Development L.L.C., PC/BRE Whitney Oaks L.L.C., PC/BRE
Winfield L.L.C. and PC/BRE Springfield L.L.C., all Delaware limited liability companies.

12) PC/BRE Springfield L.L.C. owns 88% of Springfield Golf Resort, L.L.C., an Arizona limited liability company.

13) Marquette Title Insurance Company owns 49% of Pulte Services California, LLC, a Michigan limited liability
company.

14) Pulte Homes of Michigan, LLC owns 100% of the capital stock of Pulte Purchasing Corporation, a Michigan
corporations, 100% of Pulte Home Sciences, LLC, a Michigan limited liability company, 100% of Pulte Homes
of Indiana, LLC, an Indiana limited liability company, and 99% of Pulte Homes of Michigan I Limited
Partnership, a Michigan limited partnership,.

15) Pulte Homes of Ohio, LLC owns 100% of the capital stock of Butterfield Properties, LLC, an Ohio limited
liability company.
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PULTE HOMES, INC.
SUBSIDIARIES OF THE REGISTRANT (continued)

PHC owns 100% of the capital stock or is sole member of the following subsidiaries:

Place of
Company Name Incorporation/Formation
Pulte Mort@age LLC (1)..cveiceieiiieiieriieieieeieieiesieeeeseereseevesese s ssesesnenens Delaware
Lexington Oaks Golf CIub, INC.........cccoeveivieinieirieieeiseeeceeeeeee s Florida
Preserve I, INC. (2) wovveeeiieieeeeeeeette et Michigan
Preserve 1L INC. (2) wovvveiieiieeieereeesees et Michigan
TVM Corporation (3) ....cceceeeeereeerierirrerisiesieseseesessesessesessesessessssessesessesessesens Michigan
Pulte Homes of Minnesota Corporation .........c..eccecvvueveeneneererereneneerecnennene Minnesota
Pulte Home Corporation of The Delaware Valley (4)......c.cccoveeernnneneecne. Michigan
PBW COrporation (5) .....coeeueeerruereuenereriereenineneereetneneesesesesesseseseesessesesesennns Michigan
WL COrporation (5) ...cveueeeeeeeeirieireeeterceiesee ettt Michigan
Homesite Solutions COrporation...........c.eoeeeeeeereneeenieeneeeneereseeeseeseenens Michigan
Pulte Homes of South Carolina, INC. .......ccoceoeiiiniiiiieceecee, Michigan
Pulte Lifestyle Communities, INC.........c.cceevereieirieiieiieeceieeseeeeeeienes Michigan
Pulte Payroll Corporation...........cccceceveeeriererieesieenreeereesreeesessesessesessesessenens Michigan
PHC Title Corporation (6) .........ccceeeeeerereerereeresreessesesreesseeesessesessesessesessesens Michigan
Pulte Land Development COrporation ...........c.oceeveevreereresrereeresieesseessenens Michigan
Pulte Homes of Greater Kansas City, INC. ........cccooeevvieciriecenieciniecineieeinene Michigan
PN L INC. (7) toteieieieeieeteee ettt ettt snenen Nevada
PN L INC. (7) ettt ettt sttt Nevada
PHT Title Corporation (8)......c.cececereruererereriruereineriererireninieseeseneeseseenessenenes Michigan
Lone Tree Golf Club, LLC........c.ccccvmirieinnneiiinnieecenerecseneeeeveeeeeenenes Michigan
Pulte Michigan Holdings Corporation (9) .........ccceceveeerereneeneinenceeceenns Michigan
Chandler Natural Resources Corporation (10) .........cccccceeerenrineeneicnenens Michigan
Edinburgh Realty Corporation............coceeeeenrineeneeneeneceeeee e Michigan
Pulte Homes of New York, INC. (14) ....cccovevierivieirieiseeseeseeereeeeeeeieens Michigan
PH2 COrpOration.........c.ceeuevieieirieinieiireesieeereseesessesessesessesessessssessesessssessesans Michigan
PHNE Business Trust (11).....ccoeveeirieinieririeinerieienieesieesieesieessesessesaesessenens Massachusetts
Gatestone, L.L.C. .ot Michigan
Pulte Development Corporation (12)........cceeeveeeererieerieeneeesieessesssesssenens Michigan
Pulte Services COrporation..........c.covueueeeereruereerineeuerereneniereesereeneseeseeneresees Michigan
Grand Place Hayward, LLC........cccocoeuiirminieiinnccnncccnereeiceneeeeeenes California
Clairmont, L.L.C. ...cccoiniiinieiirnecc ettt Michigan
Corte Bella Golf Club, LLC......cooiiiiieieeeeeeeeeeesee e Michigan
INN Properties, LLC ..ot Michigan
Pulte Development New MeXico, INC......ccooueiieineiiiiinencececece Michigan
Pulte Homes of New MeXico, INC.......ccocveivieirieinieiicisecececeeveeeeens Michigan
Pulte Realty of New York, INC.......ccooveivieinieiicisceceeeeeeeeeeeee e New York
Pulte Realty of South Jersey, INC. .......ccoovevvveiereineiiiiceeeeeeeeee s Michigan
Pulte Trades of North Carolina, LLC .......c.ccccoeeineeineeineieieeeeeeeeeene Michigan
Pulte Georgia Holdings, LLC (14)......ccccveeirieririeieieieieieeieeeeeeeeeeeeeens Michigan
Pulte Building Products LLC ..........cccevirieirieirieisieeeesieeieeeeeeve e Michigan
Summerfield Crossing LLC .........c.coovirieirennenceinnieetnereeicenesieneseseneenene Michigan
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2)

3)
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5)

6)

7)

8)
9)

10)

PULTE HOMES, INC.
SUBSIDIARIES OF THE REGISTRANT (continued)

Pulte Mortgage LLC owns 100% of the capital stock of PCIC Corporation and Pulte Funding, Inc., both
Michigan corporations, Joliet Mortgage Reinsurance Company, a Vermont corporation, Del Webb Mortgage
LLC, a Delaware limited liability company, 16.66% interest in Grupo Su Casita Trust, a Mexican business trust,
and Grupo Su Casita Trust owns 100 % of Grupo Su Casita S.V. de C.V., and Grupo Su Casita S.V. de C.V.
owns 99.93% of Hipotecaria Su Casita S.A. de C.V. Grupo Su Casita Trust owns 22.19% of Fideicomiso
102412, a Mexican business trust. Fideicomiso 102412 owns 55.15% of Interesa, S.A. de C.V., a Mexican
corporation. Hipotecaria Su Casita S.A. de C.V. owns 99% of Consorcio Inmobiliario Su Casita, S.V. de C.V.
and Corporacion Activa de Servicios De Administracion, S.A. de C.V., both Mexican corporations. Joliet
Mortgage Reinsurance Company owns 49% of Pulte Services California LLC, a Michigan limited liability
company.

Preserve II, Inc. owns 99% and Preserve I, Inc. owns 1% of Pulte Communities NJ, Limited Partnership, a
Michigan limited partnership. Preserve II, Inc. also owns 99% of Pulte Homes of NJ, Limited Partnership, 99%
of Pulte Homes of PA, Limited Partnership, and 99% of Upper Gwynedd Development, Limited Partnership, all
Michigan limited partnerships. Preserve I, Inc. also owns 100% of the capital stock of HydroSource
Acquisitions, Inc., a Michigan corporation, and 100% of Pulte Urban Renewal, LLC and Jersey Meadows, LLC,
both New Jersey limited liability companies. Pulte Homes of NJ, Limited Partnership owns 50% of 7601 River
Road, Inc. and 49.9 % of 7601 River Road, L.P. 7601 River Road, Inc. owns .2% of 7601 River Road, L.P.

TVM Corporation owns 99% of PHM Title Agency L.L.C., a Delaware limited liability company.

Pulte Home Corporation of The Delaware Valley owns 1% of Pulte Homes of NJ, Limited Partnership, 1% of
Pulte Homes of PA, Limited Partnership, and 1% of Upper Gwynedd Development, Limited Partnership, all
Michigan partnerships.

PBW Corporation owns 99% and Wil Corporation owns 1% of Wilben II Limited Partnership, a Maryland
limited partnership. PBW Corporation owns 5% and Wil Corporation owns 95% of Wilben, LLLP, a Maryland
limited partnership. PBW Corporation and Wil Corporation each own 50% of One Willowbrook, LLC, a
Maryland limited liability company. Wil Corporation also owns 100% of Highlands One, H.D. Investments I,
L.L.C., Bel North, LLC, William’s Field at Perry Hall, L.L.C., Carr’s Grant, LLC, Harrison Hills, LLC, August
Woods, LLC and Lyons, LC, all Maryland limited liability companies.

PHC Title Corporation owns 80% of Pulte Title Agency of Minnesota, L.L.C., a Minnesota limited liability
company, 99% of PHT Title Agency, L.P., a Texas limited partnership, 49% of Pulte Title Agency of Ohio,
LLC, an Ohio limited liability company and 49% of Pulte Title Agency of Michigan, L.L.C., a Michigan limited
liability company.

PN I, Inc. owns .1% and PN II, Inc. owns 99.9% of Devtex Land, L.P., a Texas limited partnership; PN II, Inc.
also owns 100% of the capital stock of Pulte Texas Holdings, Inc., a Michigan corporation, and 100% of PN
II, LLC, a Delaware limited liability company. PN I, Inc. owns .1% and Pulte Texas Holdings, Inc. owns
99.9% of Pulte Homes of Texas, L.P., a Texas limited partnership. Pulte Homes of Texas, L.P. owns 100% of
PHT Operating Company LLC, a Michigan limited liability company. Pulte Homes of Texas, L.P. owns 99.9%
and PHT Operating Company LLC owns .1% of PHT Building Materials Limited Partnership, a Michigan
limited partnership. PN II, Inc. and PHT Building Materials each own 14.29% of Pulte Purchasing Corporation.
PN L, Inc. also owns 1% of Grayhaven Estates Limited, L.L.C., a Michigan limited liability company. PN II,
Inc. owns 50% of Pratte Holding Company, L.L.C., a Nevada limited liability company. Pratte Holding
Company, L.L.C. owns 100% of Pratte Building Systems, L.L.C. (AZ), an Arizona limited liability company;
Pratte Building Systems, L.L.C. (NV), a Nevada limited liability company; and Pratte Building California LLC,
a Michigan limited liability company. Pratte Holding Company also owns 99% and Pratte Building California
LLC owns 1% of Pratte Building Systems, Limited Partnership, a Michigan limited liability company.

PHT Title Corporation owns 1% of PHT Title Agency, L.P., a Texas limited partnership.

Pulte Michigan Holdings Corporation owns 1% of Pulte Homes of Michigan I Limited Partnership, a Michigan
limited partnership.

Chandler Natural Resources Corporation owns 100% of Chandler DJ Basin LLC, a Michigan limited liability
company.
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12)

13)

14)

PULTE HOMES, INC.
SUBSIDIARIES OF THE REGISTRANT (continued)

PHNE Business Trust owns 100% of Pulte Homes of New England LLC, PHS Virginia Holdings, LLC, and
BMD Development, LLC, all Michigan limited liability companies, 100% of GI Development Business Trust, a
Massachusetts business trust and 99% of PHS Virginia Limited Partnership, a Michigan limited partnership.

Pulte Homes of New England, LLC owns 100% of the capital stock of Coachman Development, LLC, Hilltop
Farms Development, LLC, Oceanside Village, LLC, South Natick Hills, LLC, and Noble Vista Development
LLC, all Michigan limited liability companies. Pulte Homes of New England, LLC also owns 100% of Herring
Pond Development Corporation and MALDP Development Corporation, both Michigan corporations, 99% of
Willow Brook Associates Limited Partnership, a Massachusetts limited partnership, 1% of Glen Echo Estates
Open Space, LLC, a Massachusetts limited liability company, and 100% of Wellington Waltham, LLC, a
Massachusetts limited liability company.

PHS Virginia Holdings, LLC owns 1% of PHS Virginia Limited Partnership, a Michigan limited partnership.
PHS Virginia Limited Partnership owns 100% of Pulte Home Sciences of Virginia, LLC, a Michigan limited
liability company.

GI Development Business Trust owns 100% of the capital stock of Great Island Community, LLC, a Michigan
limited liability company.

Pulte Development Corporation owns 14.29% of Pulte Purchasing Corporation, a Michigan corporation, and
50% of PH Arizona LLC, a Michigan limited liability company. PH Arizona LLC owns 100% of the capital
stock of Pulte Arizona Services, Inc., a Michigan corporation. Pulte Arizona Services, Inc. owns 100% of the
capital stock of Dean Realty Company, a Michigan corporation, and Del Webb Community Management Co.,
an Arizona Corporation. Dean Realty Company owns 100% of Pulte Real Estate Company, a Florida
corporation.

Pulte Georgia Holdings, LLC, owns 100% of RCC Georgia Investor III, LLC, a Delaware limited liability
company. RCC Georgia Investor III, LLC owns .003363% of Related Gordon Armstrong Associates LLC,
which owns 99.98% of Gordon Armstrong, LP; .00722% of Related Capital Oak Hill Partners LLC, which
owns 99.98% of CMP CHP Oak Hill, LP; and .01% of Related Hollywood/Shawnee Associates LLC, that owns
99.98% of Hollywood/Shawnee Redevelopment Partnership I, L.P.

Pulte Homes of New York, Inc. owns 47.48% of Tallmadge Woods STP Associates LLC, both New York
limited liability companies.
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PULTE HOMES, INC.
SUBSIDIARIES OF THE REGISTRANT (continued)

15) PHC is a member or owns capital stock in the following entities:

Place of Percentage
Entity Name Incorporation/Formation Ownership
Spa L Builders LLC........ccoceieieiniiieeeeeeeeceeseeeseee s California 38.60%
Fallsgrove Associates LLC.........cccccevvvveinieineiiiieeieesenenns Maryland 35.36%
Chase Triple M, LLC......cccooireieeieeeeeeeeee e Delaware 51.61%
Fieldstone Estates, L.L.C......cc.occoovvieiioieeeeeeeeeeeeeeeeee e Arizona 50.00%
PH Arizona LLC ....c.cccooiiiinnieiiinnincceniieieceseeenceeseeveneaens Michigan 50.00%
Stetson Venture I1, LLC ........cccoooieiinieieieieeeeeeeeeee Arizona 50.00%
PL Roseville, LLC (1) c.coeririerieninieieeinrecenenerccneneereeeneenene California 50.00%
Potomac Yard Development Sole Member LLC (2).............. Delaware 50.00%
Pulte Purchasing Corporation............ccceeeeeeeeeeeerecniecrencnnenenns Michigan 14.29%
Controladora PHC, S.A. de C.V. ..o Mexico .01%
Fort Lincoln-Pulte Limited Liability Company ....................... Dist. of Columbia 1.00%
Pulte/BP Murrieta Hills, LLC......c..ccovevvevieeeieeeeeeeeeeeeenee California 70.00%
CP Sunridge, LLC......cccoioieiieieeieeceereeeeeeeeeve e Delaware 50.00%
Rancho Diamante Investments, LLC ............cccooovveiivveeveennnnee. California 25.00%
LPC One Development Partners, LLC...........cccocecvreirernnnnenn. Delaware 33.00%
PHM Title Agency L.L.C. ...cocoovoeieeeeeeeeeeeeeeeee Delaware 1.00%
DR Super Block 1 South, LLC.......c.ccccvreicinnicinneccnennes Delaware 50.00%

1) PL Roseville, LLC owns 47% of Roseville Schools, LLC, a California limited liability company.
2) Potomac Yard Development Sole Member LLC owns 100% of Potomac Yard Development LLC, a Delaware
limited liability company.

Del Webb owns 100% of the capital stock or is sole member of the following subsidiaries:

Place of
Company Name Incorporation/Formation
Del Webb’s Coventry Homes, Inc. (1)....c.cccovrueueinneccnnnicccnneccecnenes Arizona
Del Webb’s Spruce Creek Communities, Inc. (2) ......ceceeverereinnniereccnennns Arizona
Sun City Homes, INC. (3) ..vvveireeirieieiieeeeees e Nevada
Del Webb Construction Services Co. (4) ...cvevveveeeeeeeeeeeeeeeeeeeeeeeeeeeeenns Arizona
Del Webb Commercial Properties Corporation (5) .....cccoeeveeerercrencniencne Arizona
Del Webb Communities, INC. (6) .....cveeeieieirininiiiceseeesiesieeesve e Arizona
ASSEt ONE COIP. (7) everireiiirereireieieietetetestete et se s s se s senns Arizona
ASSEE FIVE COTP.viniiviiiiireiieieieieieteeetee ettt sttt se e b e ns Arizona
Del Webb California Corp. (9) .....ccveveeereieeieiieiieeesieeereeereeeesee e Arizona
Del E. Webb Financial Corporation.............c.eceeeeeeeieerieiniecnseeneneseneeenenns Arizona
Del Webb GOIf COIpP.....icriirieieiiieiiieiiieieieesetsieteet e Arizona
Del Webb HOMES, INC......oovvieiiiiieiecieeceeeeeeee e Arizona
Del Webb Purchasing Company of I1linois, Inc. .......cccccoveevecennecccncnnnnes Arizona
Del Webb Property COrp. ....c.ccoveueereniniereeninieieeenineenecseneesereeneseeseveeneenes Arizona
Del Webb Title Company of Nevada, Inc.........cccccevrueuecnnncinnnicccnennns Nevada
Del Webb MidAtlantic COorp ......cceereireeirieiriecrieeieceieseeeeseeee e Arizona
DW AVIQHON CO .ttt Arizona
DW Homebuilding Co.......ccveeiveiiieieiiieiiieiesieesieeeseeeteeeve e Arizona
Mountain VIEW TWO, LLC .......ccooiiviiiiiceieeeeeeeeeeeeeeeeeeeeeeeee e Arizona
Pulte Midwest Title, INC.....c.oooviiiiieieiiceeeceeeeceeeeeeeee et Arizona
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PULTE HOMES, INC.
SUBSIDIARIES OF THE REGISTRANT (continued)

Place of
Company Name Incorporation/Formation
TEITAVITA COIP v.vvvireeeiietiieeieteiteteeetese ettt et esesbe e ebeseeseseesessesessesessesessanens Arizona
Terravita Home Construction Co..........ovevevveeiiveiieeeeeeeeeceeeeeee e Arizona
PH4 COrPOration.........cccevievirieirierisieiireesieesseeeseseesessesessesessessssessesessssessesens Michigan
Del Webb Communities of 111inois, InC. (8) ....ccecvvverveerieenieirieinieiseisienns Arizona

Del Webb also owns 100% of Asset Seven Corp., an Arizona corporation.

1)

2)

3)

4

5)

6)

7)

8)

9)

Del Webb’s Coventry Homes, Inc. owns 100% of the capital stock of Del Webb’s Coventry Homes
Construction Co., Del Webb’s Coventry Homes of Nevada, Inc. and Del Webb communities of Virginia, Inc.,
all Arizona corporations and 50% of 56™ and Lone Mountain, L.L.C. an Arizona limited liability company.

Del Webb’s Spruce Creek Communities, Inc. owns 100% of the capital stock of Spruce Creek South Utilities,
Inc., a Florida corporation.

Sun City Homes, Inc. owns 100% of the capital stock of Marina Operations Corp., an Arizona corporation.

Del Webb Construction Services, Co. owns 100% of the capital stock of Del Webb Southwest Co., an Arizona
corporation and .1% of Del E. Webb Development Co., L.P., a Delaware limited partnership. Del Webb
Southwest Co. owns 100% of the capital stock of Del Webb Texas Title Agency Co., an Arizona corporation
and 1% of Del Webb Texas Limited Partnership, an Arizona limited partnership.

Del Webb Commercial Properties Corporation owns 100% of the capital stock of Del E. Webb Foothills
Corporation, an Arizona corporation.

Del Webb Communities, Inc., owns 100% of the capital stock of Del Webb Limited Holding Co., Del Webb
Home Construction, Inc., Thunderbird Lodge Holding Corp., Del Webb’s Contracting Services, Inc., Sun City
Title Agency Co., Sun State Insulation Co. Inc., Del Webb’s Sunflower of Tucson, Inc., all Arizona
corporations, and Sun City Sales Corporation, a Michigan corporation. Del Webb Communities, Inc. also owns
99.9% of Del E. Webb Development Co. L.P., a Delaware limited partnership, 50% of North Valley
Enterprises, LLC, a Nevada limited liability company, 25% of Terravita Home Construction Co., and 14.29% of
Pulte Purchasing. Del Webb Limited Holding Co. owns 99% of Del Webb Texas Limited Partnership, an
Arizona limited partnership.

Asset One Corp. owns 50% of Mountain View One LLC, an Arizona limited liability company.

Del Webb Communities of Illinois, Inc. owns 100% of Anthem Arizona, LLC, an Arizona limited liability
company, and 100% of Del Webb Building Products LLC, a Michigan limited liability company.

Del Webb California Corp. owns 14.29% of Pulte Purchasing Corporation, a Michigan corporation.

89



EXHIBIT 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in the Registration Statements (Form S-8 No. 333-115570, Form S-8 No.
33-40102, Form S-8 No. 33-98944, Form S-8 No. 33-99218, Form S-8 No. 333-52047, Form S-8 No. 333-66284, Form
S-8 No. 333-66286, Form S-8 No. 333-66322, Form S-8 No. 333-123223, Form S-3 No. 333-109029, Form S-3 No. 333-
86806, Form S-3 No. 333-70786, Form S-3 No. 333-54978 and Form S-3 No. 33-93870) of Pulte Homes, Inc. and in the
related Prospectuses of our reports dated January 30, 2006, with respect to the consolidated financial statements of Pulte
Homes, Inc., Pulte Homes, Inc. management’s assessment of the effectiveness of internal control over financial reporting,
and the effectiveness of internal control over financial reporting of Pulte Homes, Inc., included in this Annual Report
(Form 10-K) for the year ended December 31, 2005.

/s/ Ernst & Young LLP

Detroit, Michigan
March 7, 2006
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EXHIBIT 31(a)
CHIEF EXECUTIVE OFFICER’S CERTIFICATION

I, Richard J. Dugas, Jr., certify that:
1. Thave reviewed this annual report on Form 10-K of Pulte Homes, 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 control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and we 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; and

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 function):

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.

Date: March 10, 2006 /s/ Richard J. Dugas, Jr.
Richard J. Dugas, Jr.
President and Chief Executive Officer
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EXHIBIT 31(b)

CHIEF FINANCIAL OFFICER’S CERTIFICATION

I, Roger A. Cregg, certify that:

1. Thave reviewed this annual report on Form 10-K of Pulte Homes, 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 control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and we 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; and

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 function):

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.

Date: March 10, 2006 /s/ Roger A. Cregg

Roger A. Cregg
Executive Vice President and
Chief Financial Officer
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EXHIBIT 32

Certification
Pursuant to 18 United States Code § 1350 and
Rule 13a-14(b) of the Securities Exchange Act of 1934

In connection with the Annual Report of Pulte Homes, Inc. (the “Company”) on Form 10-K for the period ended
December 31, 2005, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the
undersigned herby certifies that to his knowledge:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934;
and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of
operations of the Company.

Date: March 10, 2006

/s/ Richard J. Dugas, Jr.
Richard J. Dugas, Jr.
President and Chief Executive Officer

/s/ Roger A. Cregg

Roger A. Cregg

Executive Vice President and
Chief Financial Officer
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William J. Pulte
Chairman of the Board and Founder
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James R. Ellinghausen

Senior Vice President, Human Resources
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Jerry R. Batt

Vice President, Chief Information Officer

CORPORATE OFFICERS

Steven A. Burch

Vice President, Strategic Marketing

Thomas M. Chisholm
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Elaine A. Kramer

Training

Daniel P. Lynch

Vice President, Compensation and Benefits

Reginald C. McCoy

Vice President, Supply Chain and Purchasing

Gregory M. Nelson

Vice President, Product Development

Vice President and Controller

Vice President, Leadership Development and

Erik R. Pekarski

Vice President, Customer Relations

Bruce E. Robinson

Vice President and Treasurer

James A. Rorison

Vice President, Finance and

Homebuilding Operations—East Region

Robert P. Schafer
Vice President, Finance and

Homebuilding Operations—West Region

David G. Schreiner

Vice President, Active Adult Development

Peter A. Tremulis
Vice President, Land

Wayne B. Williams

Vice President, Manufacturing Services

James P. Zeumer

Vice President, Investor and
Corporate Communications

Vice President and Assistant Secretary

AREA MANAGEMENT

Patrick J. Beirne REGIONAL PRESIDENT—WEST

Arizona Area

Northern California Area

Richard D. DiBella REGIONAL PRESIDENT—EAST

Florida Area

Mid-Atlantic Area

AREA PRESIDENT

John J. Chadwick
Phoenix West
Jobn J. Chadwick—President
Phoenix North
Curtis H. VanHyjfte— President
Phoenix Southeast/Central
Michael H. Nuessle— President
Tucson
Shawn B. Chlarson—President

Nevada Area

AREA PRESIDENT
Matthew W. Koart

Las Vegas North
Stephen J. Wethor— President

Las Vegas South
Patrick Aulds—President

Pulte Building Systems

PRESIDENT
Alan E. Laing
Las Vegas
Paul B. Torblaa—President
Phoenix
Scott C. Widener—President
Tucson
Mark D. Pleasant, Sr—
Vice President Operations

AREA PRESIDENT

Matthew W. Koart
Bay Area
J. Steven Kalmbach—President
Sacramento North
Mark E. Kaushagen—President
Sacramento South
Christopher B. Cady—President
Central Valley
Christopher C. Schimunek—President
Reno
Alejandro Krell—President

Southern California Area

AREA PRESIDENT

Igor M. Noriega
North Inland Empire
Christopher S. Haines—President
North LA/ Ventura County
Roderick C. Flint—President
South Riverside/Orange County
L.J. Edgcomb—President
San Diego
Dominic M. Longi— President

Jeffery K. Parsigian REGIONAL PRESIDENT—CENTRAL

Great Lakes Area

Rocky Mountain Area

AREA PRESIDENT
James C. Leiferman

Southeast

David A. Koon—President

Ft. Myers

Gregory G. Wolpert—President
Jacksonville

David A. Smith— President
Orlando

James J. Bagley, Jr—President
Ocala

Jay A. Thompson—President
Tampa

Scott H. Campbell—President
Sarasota

Jobn S. Kempton—President

Northeast Area

AREA PRESIDENT
James R. McCabe

Long Island
Donald B. Cowdell—President

Metro New York/New Jersey
Michael L. Disler—President

New England
James R. McCabe— President

Texas Area

AREA PRESIDENT

William E. Reiser, Jr.
Maryland
G. Louis Baker, III—President
Delaware Valley
William E. Reiser, Jr—President
Washington Active Adult
Dennis A. Ouellette—Vice President
Operations
Lehigh Valley
Charles A. Coleman—President
Washington, D.C.
Jobn M. Reeves— President

Southeast Area

AREA PRESIDENT
Gregory R. Duriez

Charlotte
Jon S. Hardy—President
Georgia North

Casey Hill—President

Georgia South

Alicia M. MacPhee— President
Nashville

Christopher J. Ryan— President
Raleigh

Stephen P. Schlageter—President

South Carolina Coastal
Scott A. Middleton—President

Puerto Rico

AREA PRESIDENT

Jeffery K. Parsigian
Chicago Active Adult
Karen L. Brunhofer— President
Chicago Traditional
Brian M. Brunbofer—President
Cleveland
Scott E. Withington— President
Indianapolis
Gregory W. Huff—President
Michigan
Steven S. Atchison— President

AREA PRESIDENT

C. Dean Amann II
Colorado
Bruce F. Stokes—President
Colorado Springs
Matthew W. Mandino— President
Kansas City
Todd L. Lipschutz—President
Minnesota
Keith W. Tomlinson—President
New Mexico
Gerardo Sanchez— President

AREA PRESIDENT
Harmon D. Smith

Austin

Terrence A. Montgomery— President
Dallas

Richard B. Dix—President
Houston

Brian C. Paul—President
San Antonio

Bart J. Swider— President
Sun City Texas

Gary L. Newman—President

PRESIDENT
Francisco Arrivi
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BoArRD OoF DIRECTORS AND CORPORATE INFORMATION

il

From Left to Right: William B. Smith, John J. Shea, Patrick J. O’'Leary, Richard J. Dugas, Jr., Alan E. Schwartz, William J. Pulte, David N. McCammon,

Bernard W. Reznicek, Francis J. Sehn, Debra J. Kelly-Ennis, Brian P. Anderson

SENIOR EXECUTIVES

William J. Pulte
Chairman of the Board and Founder

Richard J. Dugas, Jr.
President and Chief Executive Officer

Steven C. Petruska
Executive Vice President and Chief Operating Officer

Roger A. Cregg
Executive Vice President and Chief Financial Officer

James R. Ellinghausen
Senior Vice President, Human Resources

Steven M. Cook
Vice President, General Counsel and Secretary

Debra W. Still
President and Chief Executive Officer
Pulte Mortgage, LLC

DIRECTORS

Brian P. Anderson®®
Former Chief Financial Officer, Office Max

D. Kent Anderson, Chairman®®
Beacon Management Corp.

Richard J. Dugas, Jr.
President and Chief Executive Officer
Pulte Homes, Inc.

Debra J. Kelly-EnnisV®
Chief Marketing Officer, Diageo North America

David N. McCammonV@®®

Senior Partner, Strength Capital Partners, LLC
Retired Vice President of Finance,

Ford Motor Company

Patrick J. O’LearyV®

Executive Vice President and

Chief Financial Officer, SPX Corporation
William J. Pulte

Chairman of the Board and Founder,
Pulte Homes, Inc.

Bernard W. Reznicek™®
President and Chief Executive Officer
Premier Enterprises, Inc.

Alan E. Schwartz®
Partner, Honigman, Miller, Schwartz and Cobn, LLP

Francis J. Sehn®
Chairman, The Fran Sebn Company

John J. Shea®®
Retired Vice Chairman, President and
Chief Executive Officer, Spiegel, Inc.

William B. Smith®®
Advisory Director, Morgan Stanley & Co., Incorporated

(1) Audit Committee Member

(2) Compensation Committee Member

(3) Nominating and Governance
Committee Member

(4) Finance Committee Member

(5) Lead Director

OPERATING SUBSIDIARIES

Pulte Homes, Inc.

100 Bloomfield Hills Parkway
Suite 300

Bloomfield Hills, Michigan 48304

Pulte Mortgage, LLC
7475 South Joliet Street
Englewood, Colorado 80112

INVESTOR INFORMATION
Information Requests

The Company’s annual report to stockholders
and proxy statement together contain sub-
stantially all the information presented in the
Form 10-K report filed with the Securities and
Exchange Commission. Individuals interested
in receiving the annual report, Form 10-K,
Form 10-Qs or other printed corporate litera-
ture should write to the Investor Relations
Department at the corporate office or call
(248) 647-2750.

, D. Kent Anderson

Investor Inquiries

Shareholders, securities analysts, portfolio
managers and others with inquiries about

the Company should contact James P. Zeumer,
Vice President of Investor and Corporate
Communications, at the corporate office or call
(248) 433-4597. Shareholders with inquiries
relating to shareholder records, stock transfers,
change of ownership, change of address and
dividend payments should contact:

ComputerShare Trust Company N.A.
P.O. Box 43078

Providence, Rhode Island 02940-3078
(877) 282-1168
www.computershare.com

INTERNET ADDRESS

Additional information about Pulte Homes
may be obtained by visiting our website at
www.pulte.com.

ANNUAL MEETING OF THE
SHAREHOLDERS

The annual meeting of shareholders of Pulte
Homes, Inc., will be held at 8:30 a.m. (EDT),
Thursday, May 11, 2000, at the Hilton
Northfield in Troy, Michigan.

COMMON STOCK INFORMATION
Ticker Symbol: PHM

Pulte Homes, Inc., is a component of the

S&P 500 Composite Stock Price Index. Common
stock of Pulte Homes, Inc. is listed and traded
on the New York Stock Exchange, which is the
principal market for the common stock, and is
also traded on the Boston, Cincinnati, Midwest,
Pacific and Philadelphia stock exchanges. Option
trading in Pulte Homes, Inc. is conducted on
the Chicago Board of Exchange.

J.D. Power and Associates 2005 New Home Builder Customer
Satisfaction Study*". Study based on responses from 53 buy-
ers of newly constructed bomes in 30 of the largest U.S. markets,
who were surveyed between March-July 2005.
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