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PROSPECTUS SUPPLEMENT
(to Prospectus dated June 13, 2017)

4,100,000 Shares

Common Stock

We are offering 4,100,000 shares of our common stock, $0.001 par value per share, in this offering. Our common
stock is traded on the Nasdaq Capital Market under the symbol “TGTX.” On February 27, 2019, the last reported sale
price of our common stock on the Nasdaq Capital Market was $5.19 per share.

The underwriter has agreed to purchase the common stock from us at a price of $5.87 per share, which will result in
approximately $24.1 million of proceeds to us, before offering expenses and assuming no exercise by the underwriter
of the option described below. The underwriter proposes to offer the shares of common stock from time to time for
sale in one or more transactions on The Nasdaq Capital Market, the existing trading market for our common stock, in
negotiated transactions or otherwise at market prices prevailing at the time of sale, at prices related to prevailing
market prices or at negotiated prices, subject to receipt and acceptance by it and subject to its right to reject any order
in whole or in part. See “Underwriting.”

We have granted the underwriter an option for a period of 30 days to purchase up to an additional 615,000 shares of
our common stock at the price per share set forth above. If the underwriter exercises the option in full, the total
proceeds to us, before expenses, will be approximately $27.7 million.

Investing in our common stock involves risks. You should carefully consider all of the information set forth in this
prospectus supplement, the accompanying base prospectus and the documents incorporated by reference in this
prospectus supplement before deciding to invest in our common stock. Please see “Risk Factors” on page S-5 of this
prospectus supplement and in the documents incorporated by reference in this prospectus supplement and the
accompanying base prospectus to read about factors you should consider before buying shares of our common stock.
Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or passed upon the adequacy or accuracy of this prospectus supplement. Any representation to the

contrary is a criminal offense.

The underwriter expects to deliver the shares of common stock against payment on or about, March 5, 2019.

Sole Book-Running Manager
Cantor

The date of this prospectus supplement is March 1, 2019
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first part is this prospectus supplement, which describes the specific terms of this
common stock offering and also adds to and updates information contained in the accompanying prospectus and the
documents incorporated by reference herein and therein. The second part, the accompanying prospectus, provides
more general information. Generally, when we refer to this prospectus, we are referring to both parts of this document
combined. To the extent there is a conflict between the information contained in this prospectus supplement and the
information contained in the accompanying prospectus or any document incorporated by reference therein filed prior
to the date of this prospectus supplement, you should rely on the information in this prospectus supplement; provided
that if any statement in one of these documents is inconsistent with a statement in another document having a later
date — for example, a document incorporated by reference in the accompanying prospectus — the statement in the
document having the later date modifies or supersedes the earlier statement.

We further note that the representations, warranties and covenants made by us in any agreement that is filed as an
exhibit to any document that is incorporated by reference herein were made solely for the benefit of the parties to such
agreement, including, in some cases, for the purpose of allocating risk among the parties to such agreements, and
should not be deemed to be a representation, warranty or covenant to you. Moreover, such representations, warranties
or covenants were accurate only as of the date when made. Accordingly, such representations, warranties and
covenants should not be relied on as accurately representing the current state of our affairs.

Neither we nor the underwriter have authorized anyone to provide information different from that contained in this
prospectus supplement and the accompanying prospectus, including any free writing prospectus that we have
authorized for use in this offering. When you make a decision about whether to invest in our common stock, you
should not rely upon any information other than the information in this prospectus supplement or the accompanying
prospectus, including any free writing prospectus that we have authorized for use in this offering. Neither the delivery
of this prospectus supplement or the accompanying prospectus, including any free writing prospectus that we have
authorized for use in this offering, nor the sale of our common stock means that information contained in this
prospectus supplement and the accompanying prospectus, including any free writing prospectus that we have
authorized for use in this offering, is correct after their respective dates. It is important for you to read and consider all
information contained in this prospectus supplement and the accompanying prospectus, including the information
incorporated by reference into this prospectus supplement and the accompanying prospectus, and any free writing
prospectus that we have authorized for use in connection with this offering in making your investment decision. You
should also read and consider the information in the documents to which we have referred you in the sections entitled
“Where You Can Find More Information” and “Incorporation of Certain Information by Reference” in this prospectus
supplement.

We are offering to sell, and seeking offers to buy, shares of our common stock only in jurisdictions where offers and

sales are permitted. The distribution of this prospectus supplement and the accompanying prospectus and the offering

of the common stock in certain jurisdictions may be restricted by law. Persons outside the United States who come

into possession of this prospectus supplement and the accompanying prospectus must inform themselves about, and

observe any restrictions relating to, the offering of the common stock and the distribution of this prospectus

supplement and the accompanying prospectus outside the United States. This prospectus supplement and the

accompanying prospectus do not constitute, and may not be used in connection with, an offer to sell, or a solicitation

of an offer to buy, any securities offered by this prospectus supplement and the accompanying prospectus by any

person in any jurisdiction in which it is unlawful for such person to make such an offer or solicitation.

Unless otherwise stated, all references in this prospectus to “we,” “us,” “our,” “TG,” the “Company” and similar designations
refer to TG Therapeutics, Inc. and our subsidiaries. This prospectus supplement contains trademarks and trade names
of TG Therapeutics, Inc., including our name and logo. Other service marks, trademarks and trade names referred to
in this document are the property of their respective owners.
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PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights information contained elsewhere or incorporated by reference in this prospectus supplement
and the accompanying prospectus and in the documents we incorporate by reference. This summary does not contain

all of the information that you should consider before deciding to invest in our common stock. You should read this

entire prospectus supplement and the accompanying prospectus carefully, including the ‘‘Risk Factors’’ section contained
in this prospectus supplement and our consolidated financial statements and the related notes and the other documents
incorporated by reference herein.

Our Business

We are a biopharmaceutical company dedicated to developing and delivering medicines for patients with B-cell
mediated diseases, including Chronic Lymphocytic Leukemia ("CLL"), non-Hodgkin’s Lymphoma ("NHL") and
Multiple Sclerosis ("MS"). We have developed a robust B-cell directed research and development ("R&D") platform
for identification of key B-cell pathways of interest and rapid clinical testing. Currently, we have five B-cell targeted
drug candidates in clinical development, with the lead two therapies, ublituximab (TG-1101) and umbralisib
(TGR-1202), in pivotal trials for CLL, NHL and MS. Ublituximab is a novel anti-CD20 monoclonal antibody
("mAb") that has been glycoengineered for enhanced potency over first generation antibodies. Umbralisib is an oral,
once daily inhibitor of PI3K delta. Umbralisib also uniquely inhibits CK1-epsilon, which may allow it to overcome
certain tolerability issues associated with first generation PI3K delta inhibitors. When used together in combination
therapy, ublituximab and umbralisib are referred to as ("U2"), or "1303". Additionally, in early clinical development
we have an anti-PD-L1 monoclonal antibody referred to as TG-1501, an oral Bruton’s Tyrosine Kinase (“BTK”)
inhibitor referred to as TG-1701, and an anti-CD47/CD19 bispecific antibody referred to as TG-1801.

We also actively evaluate complementary products, technologies and companies for in-licensing, partnership,
acquisition and/or investment opportunities. To date, we have not received approval for the sale of any of our drug
candidates in any market and, therefore, have not generated any product sales from our drug candidates.

Umbralisib Single Agent Cohorts of UNITY-NHL Phase 2b Trial: UNITY-NHL is a Phase 2b registration-directed
clinical trial evaluating umbralisib monotherapy and the U2 combination in previously treated patients with NHL.
Currently the follicular lymphoma ("FL")/ small lymphocytic leukemia ("SLL") and marginal zone lymphoma
("MZL") single agent umbralisib cohorts of this trial have been fully enrolled. In February 2019, we announced that
the MZL cohort met the primary endpoint of Overall Response Rate ("ORR") as determined by Independent Review
Committee ("IRC") for all treated patients (n=69). The results met the Company’s target guidance of 40-50% ORR.
Interim safety and efficacy data from the MZL cohort will be presented in an oral presentation at the upcoming
American Association for Cancer Research ("AACR") annual meeting on April 1, 2019. Previously, in January 2019,
the U.S. Food and Drug Administration ("FDA") granted Breakthrough Therapy Designation for umbralisib for the
treatment of adult patients with MZL who have received at least one prior anti-CD20 regimen, the same population
currently being evaluated in the UNITY-NHL MZL cohort. We plan to discuss the results with the FDA regarding a
potential new drug application ("NDA") filing for accelerated approval. For the FL/SLL cohort, we are targeting
topline data readout in second half-2019.

Umbralisib plus Ublituximab UNITY-CLL Phase 3 Trial: UNITY-CLL is a global Phase 3 randomized controlled
clinical trial comparing the U2 combination, to an active control arm of obinutuzumab plus chlorambucil in patients
with both treatment naive and relapsed or refractory CLL. The primary endpoint for this study is to demonstrate
superiority in Progression Free Survival ("PFS") for the U2 combination over the control arm to support the
submission for full approval of the U2 combination in CLL. We cannot predict precisely when the PFS readout will
occur, however our current estimate is PFS readout may be available by year-end 2019 or first half 2020. This trial is
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being conducted under Special Protocol Assessment ("SPA") with FDA.

Ublituximab Single Agent ULTIMATE I & II Trials: ULTIMATE I and ULTIMATE II are two independent Phase 3
trials. Each trial is a global, randomized, multi-center, double-blinded, double-dummy, active-controlled study
comparing ublituximab to teriflunomide in subjects with relapsing forms of Multiple Sclerosis ("RMS"). The primary
endpoint for each study is Annualized Relapse Rate ("ARR") following 96 weeks of treatment over the control arm to
support the submission for full approval of ublituximab in RMS. We are targeting topline data from this trial in
mid-2020. These trials are being conducted under an SPA with the FDA.

Recent Developments

On February 28, 2019, we entered into a secured term loan facility of up to $60.0 million (the “Term Loan”) with
Hercules Capital, Inc. (“Hercules”), the proceeds of which will be used for our ongoing research and development
programs and for general corporate purposes. The Term Loan provides for up to four separate advances. The first
advance of $30 million was drawn on the closing date, February 28, 2019. Two additional advances of $10 million
each may be drawn at our option but subject to certain clinical trial milestones, and the fourth advance of $10 million,
available in minimum increments of $5 million, will be available through December 15, 2020, subject to the approval
of Hercules’ investment committee. The Term Loan will mature on March 1, 2022. Each advance accrues interest at a
per annum rate of interest equal to the greater of either the “prime rate” plus 4.75%, and 10.25%.

S-1
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The Term Loan provides for interest-only payments until October 1, 2020. The interest-only period may be extended
to April 1, 2021 if the Company, on or before September 30, 2020, achieves either the third milestone or the Company
has raised at least an amount equal to $150.0 million in unrestricted net cash proceeds from one or more equity
financings, subordinated indebtedness and/or upfront proceeds from business development transactions permitted
under the Loan Agreement, in each case after February 7, 2019, and prior to September 30, 2020. Thereafter,
amortization payments will be payable monthly in eighteen installments (or, if the period requiring interest-only
payments has been extended to April 1, 2021, in twelve installments) of principal and interest (subject to recalculation
upon a change in prime rates). At its option upon seven business days’ prior written notice to Hercules, the Company
may prepay all or any portion greater than or equal to $5.0 million of the outstanding advances by paying the entire
principal balance (or portion thereof), all accrued and unpaid interest, subject to a prepayment charge of 3.0%, if such
advance is prepaid in any of the first twelve months following the Closing Date, 1.5%, if such advance is prepaid after
twelve months following the Closing Date but on or prior to twenty-four months following the Closing Date, and 0%
thereafter. In addition, a final payment equal to 3.5% of the aggregate principal amount of the loan extended by
Hercules is due on the maturity date. Amounts outstanding during an event of default shall be payable on demand and
shall accrue interest at an additional rate of 4.0% per annum of the past due amount outstanding.

The Term Loan is secured by a lien on substantially all of the assets of the Company, other than intellectual property
and contains customary covenants and representations, including a liquidity covenant, financial reporting covenant
and limitations on dividends, indebtedness, collateral, investments, distributions, transfers, mergers or acquisitions,
taxes, corporate changes, deposit accounts, and subsidiaries.

The events of default under the Loan Agreement include, without limitation, and subject to customary grace periods,
(1) the Company’s failure to make any payments of principal or interest under the Loan Agreement, promissory notes
or other loan documents, (2) the Company’s breach or default in the performance of any covenant under the Loan
Agreement, (3) the occurrence of a material adverse effect, (4) the Company making a false or misleading
representation or warranty in any material respect, (5) the Company’s insolvency or bankruptcy, (6) certain
attachments or judgments on the Company’s assets, or (7) the occurrence of any material default under certain
agreements or obligations of the Company involving indebtedness in excess of $750,000. If an event of default occurs,
Hercules is entitled to take enforcement action, including acceleration of amounts due under the Loan Agreement.

The Loan Agreement also contains warrant coverage of 2% of the total amount funded. A warrant (the “Warrant”) was
issued by Company to Hercules to purchase 147,058 shares of common stock with an exercise price of $4.08 per
share, for the amount drawn at closing. The Warrant shall be exercisable for seven years from the date of issuance.
Hercules may exercise the Warrant either by (a) cash or check or (b) through a net issuance conversion. The shares
will be registered and freely tradeable within six months of issuance.

As of December 31, 2018, we had approximately $68.9 million of cash and cash equivalents, investment securities
and interest receivable. The Company incurred a net loss of $173.5 million and $30.9 million for the year ended
December 31, 2018 and the three months ended December 31, 2018, respectively.

In May 2017, we filed a shelf registration statement on Form S-3 (the "2017 S-3"), which was declared effective in
June 2017, replacing the 2015 S-3. Under the 2017 S-3, the Company may sell up to a total of $300 million of its
securities. In connection with the 2017 S-3, we entered into an At-the-Market Issuance Sales Agreement (the "2017
ATM") with Jefferies LLC, Cantor Fitzgerald & Co., FBR Capital Markets & Co., SunTrust Robinson Humphrey,
Inc., Raymond James & Associates, Inc., Ladenburg Thalmann & Co. Inc. and H.C. Wainwright & Co., LLC (each a
"2017 Agent" and collectively, the "2017 Agents"), relating to the sale of shares of our common stock. Under the 2017
ATM we pay the 2017 Agents a commission rate of up to 3.0% of the gross proceeds from the sale of any shares of
common stock.

11
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During the three months ended December 31, 2018, we sold a total of 933,273 shares of common stock under the
2017 ATM for aggregate total gross proceeds of approximately $4.8 million at an average selling price of $5.12 per
share, resulting in net proceeds of approximately $4.7 million after deducting commissions and other transactions
costs.

S-2

12



Edgar Filing: TG THERAPEUTICS, INC. - Form 424B5

The cash amount presented above is a preliminary financial estimate based solely upon information available to us as
of the date of this prospectus supplement. The preliminary estimate presented above has been prepared by and is the
responsibility of our management. Our independent accountant, CohnReznick LLP, has not audited, reviewed,
compiled or performed any procedures with respect to the preliminary estimate. Accordingly, CohnReznick LLP does
not express an opinion or any other form of assurance with respect thereto.

The preliminary estimate presented above does not present all information necessary for an understanding of our
financial condition as of December 31, 2018, and should not be viewed as a substitute for full financial statements
prepared in accordance with accounting principles generally accepted in the United States of America. In addition, the
preliminary estimate is not necessarily indicative of our future financial condition.

Additional Business Updates

In 2018, we entered into an agreement with a contract manufacturer for the clinical and potential commercial supply
of one of our product candidates. As part of this agreement, the contract manufacturer has agreed to defer payment of
certain costs and expenses under the agreement in exchange for the payment of an administrative fee. As of December
31, 2018, we have incurred costs related to this agreement of approximately $18.4 million, which includes both
service fees and raw material costs. All costs incurred in 2018 are to be invoiced in 2019 and shall be due in 2020. We
will incur an administrative fee of six percent (6%) per year starting from the date of invoice issuance. No payments
have been made to the contract manufacturer as of December 31, 2018 and accordingly the entire amount has been
classified as long-term liabilities included in our consolidated balance sheet.

Company Information

Our principal executive offices are located at 2 Gansevoort St., 9th Floor, New York, New York 10014, and our
telephone number is 212-554-4484. We maintain a website on the Internet at www.tgtherapeutics.com and our e-mail
address is info@tgtxinc.com. Our Internet website, and the information contained on it, are not to be considered part
of this prospectus supplement or the accompanying prospectus. For further information regarding us and our financial
information, you should refer to our recent filings with the SEC. See “Where You Can Find More Information” and
“Incorporation of Certain Information by Reference.”

S-3

13



Edgar Filing: TG THERAPEUTICS, INC. - Form 424B5

14



Edgar Filing: TG THERAPEUTICS, INC. - Form 424B5

THE OFFERING
Issuer TG Therapeutics, Inc.

Common stock offered 4,100,000 Shares
by us

Common stock to be
outstanding after the 87,970,546 Shares
offering

We have granted the underwriter an option for a period of up to 30 days from the date of this
prospectus supplement to purchase up to an aggregate of 615,000 additional shares of our
common stock at the price set forth on the cover page of this prospectus supplement.

Option to Purchase
Additional Shares

We intend to use the net proceeds of this offering for the continued development of
ublituximab and umbralisib, the potential in-license, acquisition, development and
commercialization of other pharmaceutical products, and for general corporate purposes. See
“Use of Proceeds” on page S-43.

Use of Proceeds

See “Risk Factors” beginning on page S-5 for a discussion of factors that you should consider

Risk Factors before buying shares of our common stock.
Nasdaq Capital MarketT GTX
Symbol

The number of shares of common stock to be outstanding after the offering assumes no exercise of the underwriters’
option to purchase additional shares of common stock and is based on 83,870,546 shares of common stock
outstanding as of December 31, 2018.

The number of shares of common stock to be outstanding after this offering does not take into account as of December

31, 2018:

1,916,900 shares of common stock issuable upon the exercise of outstanding stock options with a weighted average
exercise price of $6.50 per share;

16,343 shares of common stock issuable upon the conversion of outstanding notes payable with a weighted average
conversion price of $1,125 per share;

an aggregate of 3,279,841 shares of common stock reserved for future issuance under our stock option and incentive
plans; and

147,058 shares of common stock issuable upon the exercise of outstanding warrants with a weighted average exercise
price of $4.08 per share.

15
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RISK FACTORS

Investment in our common stock involves risks. Before deciding whether to invest in our common stock, you should
consider carefully the risk factors discussed below and those contained in the section entitled “Risk Factors” contained
in our Annual Report on Form 10-K for the year ended December 31, 2017 and our Quarterly Reports for the periods
ended March 31, 2018, June 30, 2018 and September 30, 2018, as filed with the SEC on March 15, 2018, May 10,
2018, August 9, 2018 and November 9, 2018, respectively, which are incorporated herein by reference in their
entirety, as well as any amendment or update to our risk factors reflected in subsequent filings with the SEC. If any of
the risks or uncertainties described in our SEC filings actually occurs, our business, financial condition, results of
operations or cash flow could be materially and adversely affected. This could cause the trading price of our common
stock to decline, resulting in a loss of all or part of your investment. The risks and uncertainties we have described are
not the only ones facing our company. Additional risks and uncertainties not presently known to us or that we
currently deem immaterial may also affect our business operations.

Risks related to this offering
Future sales or other issuances of our common stock could depress the market for our common stock.

Sales of a substantial number of shares of our common stock, or the perception by the market that those sales could
occur, could cause the market price of our common stock to decline or could make it more difficult for us to raise
funds through the sale of equity in the future.

In connection with this offering, we, our directors and officers, and certain of our significant shareholders have
entered into lock-up agreements for a period of 90 days following this offering, subject to certain exceptions including
the ability to make sales under the 2017 ATM starting 45 days following the date of this offering. We and our
directors and officers may be released from lock-up prior to the expiration of the lock-up period at the sole discretion
of Cantor Fitzgerald & Co. See “Underwriting.” Upon expiration or earlier release of the lock-up, we and our directors
and officers may sell shares into the market, which could adversely affect the market price of shares of our common
stock.

Future issuances of common stock could further depress the market for our common stock.

If we make one or more significant acquisitions in which the consideration includes stock or other securities, our
stockholders’ holdings may be significantly diluted. In addition, stockholders’ holdings may also be diluted if we enter
into arrangements with third parties permitting us to issue shares of common stock in lieu of certain cash payments
upon the achievement of milestones.

Our stock price is, and we expect it to remain, volatile, which could limit investors’ ability to sell stock at a profit.

The trading price of our common stock is likely to be highly volatile and subject to wide fluctuations in price in
response to various factors, many of which are beyond our control. These factors include:

publicity regarding actual or potential clinical results relating to products under development by our competitors or us;

delay or failure in initiating, completing or analyzing nonclinical or clinical trials or the unsatisfactory design or
results of these trials;

achievement or rejection of regulatory approvals by our competitors or us;
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announcements of technological innovations or new commercial products by our competitors or us;
developments concerning proprietary rights, including patents;

developments concerning our collaborations;

regulatory developments in the United States and foreign countries;

economic or other crises and other external factors;

period-to-period fluctuations in our revenues and other results of operations;

changes in financial estimates by securities analysts; and

sales of our common stock by us.

We will not be able to control many of these factors, and we believe that period-to-period comparisons of our
financial results will not necessarily be indicative of our future performance.

In addition, the stock market in general, and the market for biotechnology companies in particular, has experienced

extreme price and volume fluctuations that may have been unrelated or disproportionate to the operating performance

of individual companies. These broad market and industry factors may seriously harm the market price of our
common stock, regardless of our operating performance.

S-5
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Our preliminary estimate of our cash, cash equivalents and investments could vary materially from our final results.

Our preliminary estimate of our cash, cash equivalents and investments at December 31, 2018 is the responsibility of
our management, was prepared by our management in connection with the preparation of our financial statements and
is based upon a number of assumptions. Estimates of operating results are inherently uncertain. A variance between
our estimated and final results may materially reduce the market price of our common stock. See “Summary—Recent
Developments.”

Certain anti-takeover provisions in our charter documents and Delaware law could make a third-party acquisition of
us difficult. This could limit the price investors might be willing to pay in the future for our common stock.

Provisions in our amended and restated certificate of incorporation and restated bylaws could have the effect of
making it more difficult for a third party to acquire, or of discouraging a third party from attempting to acquire, or
control us. These factors could limit the price that certain investors might be willing to pay in the future for shares of
our common stock. Our amended and restated certificate of incorporation allows us to issue preferred stock without
the approval of our stockholders, including pursuant to our shareholder rights plan. The issuance of preferred stock
could decrease the amount of earnings and assets available for distribution to the holders of our common stock or
could adversely affect the rights and powers, including voting rights, of such holders. In certain circumstances, such
issuance could have the effect of decreasing the market price of our common stock. Our shareholder rights plan could
be used by our board to deter any third party offer to acquire a significant portion of our common stock, even an offer
at a premium to the market price. Our restated bylaws eliminate the right of stockholders to call a special meeting of
stockholders, which could make it more difficult for stockholders to effect certain corporate actions. Any of these
provisions could also have the effect of delaying or preventing a change in control.

We have broad discretion to use the net proceeds from this offering and our investment of these proceeds pending any
such use may not yield a favorable return.

Our management has broad discretion as to how to spend the proceeds from this offering and may spend these
proceeds in ways with which our stockholders may not agree. Pending any such uses, we plan to invest the net
proceeds of this offering in short-term and long-term, investment-grade, interest-bearing securities. These investments
may not yield a favorable return to our stockholders.

You will experience immediate and substantial dilution.

Since the public offering price of the shares of common stock offered pursuant to this prospectus supplement and the
accompanying prospectus is higher than the net tangible book value per share of our common stock, you will suffer
substantial dilution in the net tangible book value of the common stock you purchase in this offering.

Risks Related to Our Financial Position and Need for Additional Capital

We are a biopharmaceutical company with a limited operating history and have not generated any revenue from drug
sales. We have incurred significant operating losses since our inception and anticipate that we will incur continued
losses for the foreseeable future.

We are a biopharmaceutical company with a limited operating history on which investors can base an investment
decision. Biopharmaceutical drug development is a highly speculative undertaking and involves a substantial degree
of risk. We commenced operations in January 2012. Our operations to date have been limited primarily to organizing
and staffing our company, business planning, raising capital, developing our technology, identifying potential drug

20



Edgar Filing: TG THERAPEUTICS, INC. - Form 424B5

candidates and undertaking pre-clinical studies and commencing clinical trials and conducting Phase 3 and
registration directed clinical trials for our most advanced drug candidates, ublituximab and umbralisib. We have never
generated any revenue from drug sales. We have not obtained regulatory approvals for any of our drug candidates.

We have not yet demonstrated our ability to successfully complete large-scale, pivotal clinical trials, obtain
regulatory approvals, manufacture a commercial scale drug, or arrange for a third party to do so on our behalf, or
conduct sales and marketing activities necessary for successful commercialization. Typically, it takes many years to
develop one new drug from the time it is discovered to when it is available for treating patients. Consequently, any
predictions you make about our future success or viability may not be as accurate as they could be if we had a longer
operating history. We will need to transition from a company with a research and development focus to a company
capable of supporting commercial activities. We may not be successful in such a transition.

S-6
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Since inception, we have focused substantially all of our efforts and financial resources on clinical trials and
manufacturing of our drug candidates. To date, we have financed our operations primarily through public offerings of
our common stock and a debt financing. Through December 31, 2018, we have received an aggregate of
approximately $450 million from such transactions, including approximately $420 million in aggregate gross proceeds
from the sale of common stock in one or more offerings and through the use of our ATM from January 2012 through
December 2018 but excluding $30.0 million in gross proceeds from the debt financing in February 2019.

Since inception, we have incurred significant operating losses. As of December 31, 2018, we had an accumulated
deficit of $528.3 million. Substantially all of our operating losses have resulted from costs incurred in connection with
our research and development programs and from general and administrative costs associated with our operations. We
expect to continue to incur significant expenses and operating losses for the foreseeable future. Our prior losses,
combined with expected future losses, have had and will continue to have an adverse effect on our stockholders’ deficit
and working capital. We expect our research and development expenses to significantly increase in connection with
continuing our existing clinical trials and beginning additional clinical trials. In addition, if we obtain marketing
approval for our drug candidates, we will incur significant sales, marketing and outsourced-manufacturing expenses.
We have incurred and will continue to incur additional costs associated with operating as a public company. As a
result, we expect to continue to incur significant and increasing operating losses for the foreseeable future. Because of
the numerous risks and uncertainties associated with developing pharmaceuticals, we are unable to predict the extent
of any future losses or when we will become profitable, if at all. Even if we do become profitable, we may not be able
to sustain or increase our profitability on a quarterly or annual basis. Our ability to become profitable depends upon
our ability to generate revenue.

To date, we have not generated any significant revenue from our drug candidates and we do not expect to generate
any revenue from the sale of drugs in the near future. Our ability to become profitable depends upon our ability to
generate significant continuing revenues. To obtain significant continuing revenues, we must succeed, either alone or
with others, in developing, obtaining regulatory approval for and manufacturing and marketing our product
candidates. Accordingly, we do not expect to generate significant and sustained revenue unless and until we obtain
marketing approval of, and begin to sell umbralisib, ublituximab and/or one of our other product candidates. Our
ability to generate revenue depends on a number of factors, including, but not limited to, our ability to:

Successfully complete clinical trials that meet their clinical endpoints;

Initiate and successfully complete all safety, pharmacokinetic, biodistribution, non-clinical studies required to obtain
US and Foreign marketing approval for our drug candidates;

Obtain approval from the US FDA and Foreign equivalent to market and sell our drug candidates;

Establish commercial manufacturing capabilities alone and/or with third parties that are satisfactory to the regulatory
authorities, cost effective, and that are capable of providing commercial supply of our drug candidates;

Establish a commercial infrastructure to commercialize our drug candidates, if approved, by developing a sales force
and/or entering into collaborations with third parties; and
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achieve market acceptance of our drug candidates in the medical community and with third-party payors.

If we are unable to generate significant continuing revenues, we will not become profitable and we may be unable to
continue our operations without continued funding.

We will need to raise substantial additional funding. If we are unable to raise capital when needed, we would be
forced to delay, reduce or eliminate some of our drug development programs or commercialization efforts.

The development of pharmaceuticals is capital-intensive. We are currently advancing our most advanced drug
candidates, umbralisib, ublituximab, TG-1501, TG-1701 and TG-1801 through clinical development. While we may
experience short-term decreases in clinical trial expenses as our larger phase 3 clinical trials complete and before our
Phase 1 and 2 programs can advance into Phase 2 and 3, we do expect over time our overall expenses will increase in
connection with our ongoing activities, particularly as we continue the research and development of; initiate or
continue clinical trials of, and seek marketing approval for, our drug candidates. In addition, depending on the status
of regulatory approval or, if we obtain marketing approval for any of our drug candidates, we expect to incur
significant commercialization expenses related to drug sales, marketing, manufacturing and distribution. Moreover, in
anticipation of filing for regulatory approvals for umbralisib and ublituximab we will need to expend substantial
resources on manufacturing and new drug application (NDA)/ new biologics license application (BLA) preparation
over the next 12-24+ months, which could exceed any cost savings associated with lower clinical trial expenses during
the same period.
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While this timing is our current estimate, the amount and timing of our future funding requirements will depend on
many factors, including, but not limited to, the following:

the progress of our clinical trials, including expenses to support the trials and milestone payments that may become
payable under our license agreements;

the costs and timing of regulatory approvals;

the costs and timing of clinical and commercial manufacturing supply arrangements for each product candidate;

the costs of establishing sales or distribution capabilities;

the success of the commercialization of our products;

our ability to establish and maintain strategic collaborations, including licensing and other arrangements;

the costs involved in enforcing or defending patent claims or other intellectual property rights; and

the extent to which we in-license or invest in other indications or product candidates.

Required additional sources of financing to continue our operations in the future might not be available on favorable
terms, if at all. If we do not succeed in raising additional funds on acceptable terms, we might be unable to complete
planned preclinical and clinical trials or obtain approval of any of our product candidates from the FDA or any foreign
regulatory authorities. In addition, we could be forced to discontinv>

Issuance of shares in settlement of Convertible Notes

486,679

475

470
)

Issuance of restricted stock units in settlement of accrued bonuses
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181

181

Compensation expense for equity awards

1,351

1,351
Stock issued under employee incentive plans

282,887

697

700
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BALANCE— March 31, 2018

23,615,146

236

$
231,434

$
303,790

$
(16,550

)

$
518,910

See accompanying notes to the consolidated financial statements.
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LGI HOMES, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(In thousands)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash used in operating activities:

Depreciation and amortization

Loss on extinguishment of debt issuance costs
Compensation expense for equity awards
Deferred income taxes

Changes in assets and liabilities:

Accounts receivable

Real estate inventory

Pre-acquisition costs and deposits

Other assets

Accounts payable

Accrued expenses and other liabilities

Net cash used in operating activities

Cash flows from investing activities:
Purchases of property and equipment

Net cash used in investing activities

Cash flows from financing activities:
Proceeds from notes payable

Payments on notes payable

Loan issuance costs

Proceeds from sale of stock, net of offering expenses
Payment for offering costs

Payment for earnout obligation

Net cash provided by financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

See accompanying notes to the consolidated financial statements.

6

Three Months
Ended March 31,
2018 2017

$27,302 $11,780

180 211
164 —
1,351 1,230
932 977

23,046 (95 )
(120,306) (70,263 )
6,743 ) 911 )
(3,207 ) 1,089
13,717 7,643
(48,360 ) 1,155
(110,924 (47,184 )

as3 ) an )
as3 ) an )

110,000 25,000

(15,038 ) —

— (190 )
700 4,930

— © )

132 ) (186 )
95,530 29,485
(15,547 ) (17,870 )
67,571 49,518
$52,024 $31,648
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LGI HOMES, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1.  ORGANIZATION AND BASIS OF PRESENTATION

Organization and Description of the Business

LGI Homes, Inc., a Delaware corporation (the “Company”, “us,” “we,” or “our”), is engaged in the development of
communities and the design, construction and sale of new homes in Texas, Arizona, Florida, Georgia, New Mexico,
Colorado, North Carolina, South Carolina, Washington, Tennessee, Minnesota, Oklahoma and Oregon.

Basis of Presentation

The unaudited consolidated financial statements have been prepared in accordance with U.S. Generally Accepted
Accounting Principles (“GAAP”) for interim financial information and with the instructions to Form 10-Q and Article
10 of Regulation S-X. Accordingly, they do not include all of the information and footnotes required by GAAP for
complete financial statements. These financial statements should be read in conjunction with the consolidated
financial statements included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2017. The
accompanying unaudited consolidated financial statements include all adjustments that are of a normal recurring
nature and necessary for the fair presentation of our results for the interim periods presented. Results for interim
periods are not necessarily indicative of results to be expected for the full year.

The accompanying unaudited financial statements as of March 31, 2018, and for the three months ended March 31,
2018 and 2017, include the accounts of the Company and its subsidiaries. All intercompany balances and transactions
have been eliminated in consolidation.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates, and these differences could have a significant impact on the financial
statements.

Recently Adopted Accounting Standards

Effective January 1, 2018, we adopted the Financial Accounting Standards Board (the “FASB”) Accounting Standards
Update (“ASU”) No. 2016-15, “Statement of Cash Flows - Classification of Certain Cash Receipts and Cash Payments”
(“ASU 2016-15”), which addresses specific classification issues and is intended to reduce diversity in current practice
regarding the manner in which certain cash receipts and cash payments are presented and classified in the consolidated
statements of cash flows. The adoption of ASU 2016-15 did not have a material effect on our consolidated statements
of cash flows or disclosures.

Effective January 1, 2018, we adopted the FASB ASU No. 2014-09, “Revenue from Contracts with Customers (Topic
606)” (“Topic 606”), which provides guidance for revenue recognition. Topic 606 affects any entity that either enters into
contracts with customers to transfer goods or services or enters into contracts for the transfer of nonfinancial assets
and supersedes the revenue recognition requirements in Topic 605, “Revenue Recognition” (“Topic 605”") and most
industry-specific guidance. Topic 606 also supersedes certain cost guidance included in Subtopic 605-35, “Revenue
Recognition—Construction-Type and Production-Type Contracts.” Topic 606’s core principle is that a company will
recognize revenue when it transfers promised goods or services to customers in an amount that reflects the
consideration to which a company expects to be entitled in exchange for those goods or services. We adopted Topic
606 using the modified retrospective transition method only with respect to contracts not completed at the date of
adoption. We have developed the additional expanded disclosures required; however, the adoption of Topic 606 did
not have a material effect on our consolidated statements of operations, balance sheets or cash flows. See Note 2 for
further details.

Recently Issued Accounting Pronouncements

In February 2016, the FASB issued ASU No. 2016-02, “Leases (Topic 842)” (“ASU 2016-02), which amends the
existing accounting standards for lease accounting, including requiring lessees to recognize most leases on their
balance sheets. ASU 2016-02 will be effective for annual reporting periods beginning after December 15, 2018, and
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early adoption is permitted. ASU 2016-02 requires a modified retrospective transition approach. As part of our
assessment work-to-date, we have formed an implementation work team and we are currently evaluating the impact
that the adoption of ASU 2016-02 will have on our consolidated financial statements and disclosures.
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2. REVENUES

Adoption of Topic 606, "Revenue from Contracts with Customers"

On January 1, 2018, we adopted Topic 606 using the modified retrospective method. The results of applying Topic
606 did not affect our contracts as all contracts were completed as of January 1, 2018. Results for reporting periods
beginning after January 1, 2018 are presented under Topic 606, while prior period amounts were not adjusted and
continue to be reported in accordance with our historic accounting under Topic 605. We did not record any
adjustments or net reductions to opening retained earnings as of January 1, 2018 in relation to the adoption of Topic
606.

Revenue Recognition

Revenues from home sales are recognized when control of the promised goods or services is transferred to our
customers, in an amount that reflects the consideration we expect to be entitled to in exchange for those goods or
services. Revenues from home sales are recorded at the time each home sale is closed, title and possession are
transferred to the customer and we have no significant continuing involvement with the home. Proceeds from home
sales are generally received from the title company within a few business days after closing. Home sales discounts and
incentives granted to customers, which are related to the customers’ closing costs that we pay on the customer’s behalf,
are recorded as a reduction of revenue in our consolidated financial statements of operations.

The following table presents our home sales revenues disaggregated by revenue stream (in thousands):

Three Months

Ended March 31,

2018 2017
Retail home sales revenues $272,038 $161,495
Other 6,986 1,416

Total home sales revenues $279,024 $162,911
The following table presents our home sales revenues disaggregated by geography, based on our determined operating
segments in Note 13 (in thousands):

Three Months

Ended March 31,

2018 2017
Central $107,498 $64,918
Southwest 54,283 33,126
Southeast 45,108 27,847
Florida 42,443 24,200
Northwest 29,692 12,820

Midwest — —

Total home sales revenues $279,024 $162,911

Home Sales Revenues

We generate revenues primarily by delivering move-in ready spec homes with our entry-level and move-up homes
sold under our LGI Homes brand and our luxury series homes sold under our Terrata Homes brand.

Retail homes sold under both our LGI Homes brand and Terrata Homes brand focus on providing move-in ready
homes with standardized features within favorable markets that meet certain demographic and economic conditions.
Our LGI Homes brand primarily markets to entry-level or first-time homebuyers, while our Terrata Homes brand
primarily markets to move-up homebuyers.

Our other revenues are composed of our wholesale home sales under our LGI Homes brand in existing communities
where we are currently marketing and selling to targeted homebuyers. Wholesale homes are primarily sold under a
bulk sales agreement and focus on providing move-in ready homes with standardized features to real estate investors
that will ultimately use the single family homes as rental properties.

Performance Obligations

Our contracts with customers include a single performance obligation to transfer a completed home to the customer.
We generally determine selling price per home on the expected cost plus margin. Our contracts contain no significant
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as customers who finance do so through a third party. Performance obligations are satisfied at a moment in time when
the home is complete and control of the asset is transferred to the customer at closing. Home sales proceeds are
generally received from the title company within a few business days after closing.

Sales and broker commissions are incremental costs incurred to obtain a contract with a customer that would not have
been incurred if the contract had not been obtained. Sales and broker commissions are expensed upon fulfillment of a
home closing. Advertising costs are costs to obtain a contract that would have been incurred regardless of whether the
contract was obtained and are recognized as an expense when incurred. Sales and broker commissions and advertising
costs are recorded within sales and marketing expense presented in our consolidated statements of operations as
selling expenses.

3. REAL ESTATE INVENTORY

Our real estate inventory consists of the following (in thousands):

March 31, 13)16 cember

2018 2017
Land, land under development and finished lots $542,230 $494,552
Information centers 19,508 18,327
Homes in progress 226,760 191,659
Completed homes 251,853 214,395
Total real estate inventory $1,040,351 $918,933

Inventory is stated at cost unless the carrying amount is determined not to be recoverable, in which case the affected
inventory is written down to fair value.
Land, development and other project costs, including interest and property taxes incurred during development and
home construction and net of expected reimbursements of development costs, are capitalized to real estate inventory.
Land development and other common costs that benefit the entire community, including field construction supervision
and related direct overhead, are allocated to individual lots or homes, as appropriate. The costs of lots are transferred
to homes in progress when home construction begins. Home construction costs and related carrying charges are
allocated to the cost of individual homes using the specific identification method. Costs that are not specifically
identifiable to a home are allocated on a pro rata basis, which we believe approximates the costs that would be
determined using an allocation method based on relative sales values since the individual lots or homes within a
community are similar in value. Inventory costs for completed homes are expensed to cost of sales as homes are
closed. Changes to estimated total development costs subsequent to initial home closings in a community are
generally allocated to the remaining unsold lots and homes in the community on a pro rata basis.
The life cycle of a community generally ranges from two to five years, commencing with the acquisition of land,
continuing through the land development phase and concluding with the construction and sale of homes. A
constructed home is used as the community information center during the life of the community and then sold. Actual
individual community lives will vary based on the size of the community, the sales absorption rate and whether the
property was purchased as raw land or finished lots.
Interest and financing costs incurred under our debt obligations, as more fully discussed in Note 5, are capitalized to
qualifying real estate projects under development and homes under construction.
4.  ACCRUED EXPENSES AND OTHER LIABILITIES
Accrued and other current liabilities consist of the following (in thousands):

March December

31, 31,

2018 2017
Inventory related obligations $13,236 $12,906
Taxes payable 8,712 48,733
Retentions and development payable 9,489 12,025
Accrued compensation, bonuses and benefits 8,559 14,462
Accrued interest 3,338 2,096
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Warranty reserve 2,600 2,450
Other 8,555 10,159
Total accrued expenses and other liabilities ~ $54,489 $102,831
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Inventory Related Obligations

We own lots in certain communities in Arizona, California, Florida and Texas that have Community Development
Districts (“CDD”) or similar utility and infrastructure development special assessment programs that allocate a fixed
amount of debt service associated with development activities to each lot. This obligation for infrastructure
development is attached to the land, is typically payable over a 30-year period and is ultimately assumed by the
homebuyer when home sales are closed. Such obligations represent a non-cash cost of the lots.

Estimated Warranty Reserve

We typically provide homebuyers with a one-year warranty on the house and a ten-year limited warranty for major
defects in structural elements such as framing components and foundation systems.

Changes to our warranty accrual are as follows (in thousands):

Three Months

Ended March 31,

2018 2017
Warranty reserves, beginning of period $2,450 $1,600
Warranty provision 988 352
Warranty expenditures (838 ) (302 )
Warranty reserves, end of period $2,600 $1,650

5. NOTES PAYABLE

Revolving Credit Agreement

On May 25, 2017, we entered into that certain Second Amended and Restated Credit Agreement (the “Credit
Agreement”) with several financial institutions, and Wells Fargo Bank, National Association, as administrative agent.
The Credit Agreement provides for a $600.0 million revolving credit facility (subject to a borrowing base), which can
be increased by our request up to $650.0 million, subject to the terms and conditions of the Credit Agreement.

The Credit Agreement matures on May 31, 2020. Before each anniversary of the Credit Agreement, we may request a
one-year extension of the maturity date. The Credit Agreement is guaranteed by each of our subsidiaries that have
gross assets equal to or greater than $0.5 million. Prior to nonperformance of certain financial covenants under the
Credit Agreement, the revolving credit facility is unsecured. As of March 31, 2018, the borrowing base under the
Credit Agreement was $600.0 million, of which borrowings of $510.0 million were outstanding, $6.0 million of letters
of credit were outstanding and $84.0 million was available to borrow.

Interest is paid monthly on borrowings under the Credit Agreement at LIBOR plus 3.15%. The Credit Agreement
applicable margin for LIBOR loans ranges from 3.00% to 3.50% based on our leverage ratio. At March 31, 2018,
LIBOR was 1.80%.

The Credit Agreement contains various financial covenants, including a minimum tangible net worth, a leverage ratio,
a minimum liquidity amount and an EBITDA to interest expense ratio. The Credit Agreement contains various
covenants that, among other restrictions, limit the amount of our additional debt and our ability to make certain
investments. At March 31, 2018, we were in compliance with all of the covenants contained in the Credit Agreement.
Convertible Notes

We issued $85.0 million aggregate principal amount of our 4.25% Convertible Notes due 2019 (the “Convertible
Notes”) in November 2014. The Convertible Notes mature on November 15, 2019. Interest on the Convertible Notes is
payable semiannually in May and November at a rate of 4.25%. Prior to May 15, 2019, the Convertible Notes are
convertible only upon satisfaction of any of the specified conversion events. On or after May 15, 2019, the holders of
the Convertible Notes can convert their Convertible Notes at any time at their option.

Upon the election of a holder of Convertible Notes to convert their Convertible Notes, we may settle the conversion of
the Convertible Notes using any combination of cash and shares of our common stock. It is our intent and belief that
we have the ability to settle in cash the conversion of any Convertible Notes that the holders elect to convert. The
initial conversion rate of the Convertible Notes is 46.4792 shares of our common stock for each $1,000 principal
amount of Convertible Notes, which represents an initial conversion price of approximately $21.52 per share of our
common stock. The conversion rate is subject to adjustments upon the occurrence of certain specified events.
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During the fourth quarter of 2017, we received notice from holders of $15.0 million principal amount of the
Convertible Notes to convert their Convertible Notes. The conversion of such Convertible Notes were settled in the
first quarter of 2018,
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resulting in the issuance of 486,679 shares of our common stock, a $0.6 million reduction to debt discount and
additional paid in capital, a $0.2 million loss on the extinguishment of debt issuance costs and a cash payment of
$15.0 million for the principal amount of such Convertible Notes. As of March 31, 2018, we have $70.0 million
aggregate principal amount of Convertible Notes outstanding.
During the first quarter of 2018, the Convertible Notes were convertible because the closing sale price of our common
stock was greater than 130% of the $21.52 conversion price on at least 20 trading days during the 30 trading day
period ending on December 31, 2017. As a result, the holders of the Convertible Notes could elect to convert some or
all of their Convertible Notes in accordance with the terms and provisions of the indenture governing the Convertible
Notes during the conversion period of January 1, 2018 through March 31, 2018 (inclusive). The Convertible Notes
continue to be convertible during the second quarter of 2018. As of the date of the filing of this Quarterly Report on
Form 10-Q, no other conversion notices have been received by us.
When the Convertible Notes were issued, the fair value of $76.5 million was recorded to notes payable. $5.5 million
of the remaining proceeds was recorded to additional paid in capital to reflect the equity component and the remaining
$3.0 million was recorded as a deferred tax liability. The carrying amount of the Convertible Notes is being accreted
to face value over the term to maturity.
Notes payable consist of the following (in thousands):
March  December
31,2018 31,2017
Notes payable under the Credit Agreement ($600.0 million revolving credit facility at March 31,
2018) maturing on May 31, 2020; interest paid monthly at LIBOR plus 3.15%; net of debt
issuance costs of approximately $4.7 million and $5.3 million at March 31, 2018 and December
31, 2017, respectively.
4.25% Convertible Notes due November 15, 2019; interest paid semi-annually at 4.25%; net of
debt issuance costs of approximately $0.7 million and $1.0 million at March 31, 2018 and
December 31, 2017, respectively; and approximately $2.8 million and $3.5 million in
unamortized discount at March 31, 2018 and December 31, 2017, respectively
Total notes payable $571,718 $475,195
Capitalized Interest
Interest activity, including other financing costs, for notes payable for the periods presented is as follows (in
thousands):

$505,277 $394,714

66,441 80,481

Three Months

Ended March 31,

2018 2017
Interest incurred $7,193 $5,074
Less: Amounts capitalized (7,193 ) (5,074 )
Interest expense $— $—

Cash paid for interest $5,170 $3,159

Included in interest incurred was amortization of deferred financing costs for notes payable and amortization of
Convertible Notes discount of $0.8 million and $0.9 million for the three months ended March 31, 2018 and 2017,
respectively.

6. INCOME TAXES

We file U.S. federal and state income tax returns. As of March 31, 2018, we have no unrecognized tax benefits. We
are no longer subject to exam for years before 2014 (2013 for Texas).

For the three months ended March 31, 2018, our effective tax rate of 12.6% is lower than the statutory rate primarily
as a result of the deductions in excess of compensation cost (“windfalls”) for share-based payments, offset by the
elimination of a credit for the federal Domestic Production Activity Deduction as a result of the newly enacted tax
regulation and an increase in rate for state income taxes, net of the federal benefit.
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The Securities Exchange Commission (the “SEC”) staff issued Staff Accounting Bulletin 118, which provides guidance
on accounting for the tax effects of the U.S. federal income tax legislation signed into law on December 22, 2017,
commonly known as the “Tax Cuts and Jobs Act of 2017” (the “Tax Act”) for which the accounting under Accounting
Standards Codification (“ASC”) 740 is incomplete. To the extent that a company’s accounting for certain income tax
effects of the Tax Act is incomplete but the
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company is able to determine a reasonable estimate, it must record a provisional estimate in the financial statements.
If a company cannot determine a provisional estimate to be included in the financial statements, it should continue to
apply ASC 740 on the basis of the provisions of the tax laws that were in effect immediately before enactment of the
Tax Act.

As of March 31, 2018, we have completed the majority of our accounting for the tax effects of the Tax Act. However,
as there is some uncertainty around the grandfathering provisions related to performance-based executive
compensation, we have estimated a provisional amount for deferred tax assets related to performance-based executive
compensation. In addition, we also re-measured the applicable deferred tax assets and liabilities based on the rates at
which they are expected to reverse. However, we are still analyzing certain aspects of the Tax Act and refining our
calculations, which could potentially affect the measurement of these balances or potentially give rise to new deferred
tax amounts.

Income taxes paid were $42.9 million and $0.0 million for the three months ended March 31, 2018 and 2017,
respectively.

7. EQUITY

Convertible Notes

During the forth quarter of 2017, we received notice from holders of $15.0 million principal amount of the
Convertible Notes to convert their Convertible Notes. The conversion of such Convertible Notes was settled in the
first quarter of 2018, resulting in the issuance of 486,679 shares of our common stock, a $0.5 million reduction to
additional paid in capital, net of tax and a cash payment of $15.0 million for the principal amount of such Convertible
Notes. See the “Convertible Notes” section within Note 5 for further details on this debt obligation.

Shelf Registration Statement and ATM Offering Program

We have an effective shelf registration statement on Form S-3 (the “Registration Statement”), to offer and sell from time
to time various securities with a maximum offering price of $300.0 million. In November 2017, we concluded our
prior $25.0 million at-the-market common stock offering program (the “2016 ATM Program”) under the Registration
Statement. During the three months ended March 31, 2017, we issued and sold 150,000 shares of our common stock
under the 2016 ATM Program and received net proceeds of approximately $4.7 million.

12

39



Edgar Filing: TG THERAPEUTICS, INC. - Form 424B5

Table of Contents

8. EARNINGS PER SHARE
The following table sets forth the computation of basic and diluted earnings per share for the three months ended
March 31, 2018 and 2017:

Three Months
Ended March 31,
2018 2017
Numerator (in thousands):
Numerator for basic and dilutive earnings per share $27,302 $ 11,780
Denominator:
Basic weighted average shares outstanding 22,188,1211,360,167
Effect of dilutive securities:
Convertible Notes - treasury stock method 2,217,3361,161,326
Stock-based compensation units 366,570 266,159
Diluted weighted average shares outstanding 24.,772,022,787,652
Basic earnings per share $1.23  $0.55
Diluted earnings per share $1.10 $0.52

Antidilutive non-vested restricted stock units excluded from calculation of diluted earnings per
share
In accordance with ASC 260-10, Earnings Per Share, we calculated the dilutive effect of the Convertible Notes using
the treasury stock method, since we have the intent and ability to settle the principal amount of the outstanding
Convertible Notes in cash. Under the treasury stock method, the Convertible Notes have a dilutive impact on diluted
earnings per share to the extent that the average market price of our common stock for a reporting period exceeds the
conversion price of $21.52 per share.
During the three months ended March 31, 2018 and 2017, the average market price of our common stock exceeded the
conversion price of $21.52 per share; therefore, the calculation of diluted earnings per share for the three months
ended March 31, 2018 and 2017 includes the effect of approximately 2.2 million and 1.2 million shares, respectively,
of our common stock related to the conversion spread of the Convertible Notes.
9. STOCK-BASED COMPENSATION
Non-performance Based Restricted Stock Units
The following table summarizes the activity of our time-vested restricted stock units (“RSUSs”):

Three Months Ended March 31,

25,106 49,392

2018 2017
Weighted Weighted
Average Average
Shares  Grant Shares  Grant
Date Fair Date Fair
Value Value
Beginning balance 175,100 $27.66 133,853 $20.13
Granted 35,048 $64.60 61,986 $31.64
Vested (31,021) $30.68 (10,719) $ 15.17
Forfeited 2,611 ) $1475 (406 ) $24.71

Ending balance 176,516 $37.22 184,714 $24.27

During the three months ended March 31, 2018, we issued 15,867 RSUs to senior management for the time based
portion of our 2018 long-term incentive compensation program, 11,780 RSUs for 2017 bonuses to managers under
our Annual Bonus Plan and 7,401 RSUs to other employees. Generally, the RSUs cliff vest on the third anniversary of
the grant date and can only be settled in shares of our common stock.
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We recognized $0.4 million and $0.3 million of stock-based compensation expense related to outstanding RSUs for
the three months ended March 31, 2018 and 2017, respectively. At March 31, 2018, we had unrecognized
compensation cost of $4.5 million related to unvested RSUs, which is expected to be recognized over a weighted
average period of 2.4 years.

Performance-Based Restricted Stock Units

The Compensation Committee of our Board of Directors has granted awards of Performance-Based RSUs (“PSUs”)
under the Amended and Restated LGI Homes, Inc. 2013 Equity Incentive Plan to certain members of senior
management based on the three-year performance cycles. The PSUs provide for shares of our common stock to be
issued based on the attainment of certain performance metrics over the applicable three-year periods. The number of
shares of our common stock that may be issued to the recipients for the PSUs range from 0% to 200% of the target
amount depending on actual results as compared to the target performance metrics. The terms of the PSUs provide
that the payouts will be capped at 100% of the target number of PSUs granted if absolute total stockholder return is
negative during the performance period, regardless of EPS performance; this market condition applies for amounts
recorded above target. The compensation expense associated with the PSU grants is determined using the derived
grant date fair value, based on a third party valuation analysis, and expensed over the applicable period. The PSUs
vest upon the determination date for the actual results at the end of the three-year period and require that the recipients
continue to be employed by us through the determination date. The PSUs can only be settled in shares of our common
stock.

The following table summarizes the activity of our PSUs for the three months ended March 31, 2018:

Target PSUs Target PSUs Weighted
Outstandin Target Target Target Outstandin Average
Period Granted Performance Period & PSUs  PSUs PSUs & Grant
at December . at March 31, .
Granted Vested Forfeited Date Fair
31,2017 2018
Value
2015 2015 - 2017 120,971 — (120,971) — — $13.34
2016 2016 - 2018 87,605 — — — 87,605 $21.79
2017 2017 - 2019 111,035 — — — 111,035 $31.64
2018 2018 - 2020 — 61,898 — — 61,898 $ 64.60
Total 319,611 61,898 (120,971) — 260,538

At March 31, 2018, management estimates that the recipients will receive approximately 141%, 167% and 200% of
the 2018, 2017 and 2016 target number of PSUs, respectively, at the end of the applicable three-year performance
cycle based on projected performance compared to the target performance metrics. We recognized $0.9 million and
$1.0 million of total stock-based compensation expense related to outstanding PSUs for the three months ended
March 31, 2018 and 2017, respectively. PSUs granted in 2015 vested on March 15, 2018 at 200% of the target
amount, and 241,942 shares of our common stock were issued upon such vesting. At March 31, 2018, we had
unrecognized compensation cost of $9.1 million, based on the target amount, related to unvested PSUs, which is
expected to be recognized over a weighted average period of 1.2 years.

10. FAIR VALUE DISCLOSURES

ASC Topic 820, Fair Value Measurements (“ASC 820”), defines fair value as “the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date”
within an entity’s principal market, if any. The principal market is the market in which the reporting entity would sell
the asset or transfer the liability with the greatest volume and level of activity, regardless of whether it is the market in
which the entity will ultimately transact for a particular asset or liability or if a different market is potentially more
advantageous. Accordingly, this exit price concept may result in a fair value that differs from the transaction price or
market price of the asset or liability.

ASC 820 provides a framework for measuring fair value under GAAP, expands disclosures about fair value
measurements and establishes a fair value hierarchy, which requires an entity to maximize the use of observable
inputs and minimize the use of unobservable inputs when measuring fair value. The three levels of the fair value
hierarchy are summarized as follows:
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Level 1 - Fair value is based on quoted prices in active markets for identical assets or liabilities.
Level 2 - Fair value is determined using significant observable inputs, generally either quoted prices in active markets
for
similar assets or liabilities, or quoted prices in markets that are not active.
Level 3 - Fair value is determined using one or more significant inputs that are unobservable in active markets at the
measurement date, such as a pricing model, discounted cash flow or similar technique.
We utilize fair value measurements to account for certain items and account balances within our consolidated financial
statements. Fair value measurements may also be utilized on a nonrecurring basis, such as for the impairment of
long-lived assets. The fair value of financial instruments, including cash and cash equivalents, accounts receivable and
accounts payable, approximate their carrying amounts due to the short term nature of these instruments. As of
March 31, 2018, our revolving credit facility’s
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carrying value approximates market value since it has a floating interest rate, which increases or decreases with
market interest rates and our leverage ratio.

In order to determine the fair value of the Convertible Notes listed below, the future contractual cash flows are
discounted at our estimate of current market rates of interest, which were determined based upon the average interest
rates of similar convertible notes within the homebuilding industry (Level 2 measurement).

The following table below shows the level and measurement of liabilities at March 31, 2018 and December 31, 2017
(in thousands):

March 31,2018 December 31,

2017
Carrying Estimated Carrying Estimated
Fair Value Hierarchy Value Fair Value Fair
Value D Value D
Convertible Notes Level 2 $66,441 $67,137 $80,481 $81,523

(I)Excludes the fair value of the equity component of the Convertible Notes. See the “Convertible Notes™ section within
Note 5 for further details.
11. RELATED PARTY TRANSACTIONS
Land Purchases from Affiliates
We have a land purchase contract to purchase 106 finished lots in Montgomery County, Texas from an affiliate of a
family member of our chief executive officer for a total base purchase price of approximately $8.0 million. The lots
are being purchased in takedowns of at least 21 lots during successive six-month periods, subject to 5% annual price
escalation and certain price protection terms. We have a $100,000 non-refundable deposit at March 31, 2018 related to
this land purchase contract. During the three months ended March 31, 2018 and 2017, the land purchase contract did
not have any takedown activity. As of March 31, 2018, we have 22 finished lots remaining under the land purchase
contract for a total base purchase price of approximately $1.6 million. The final takedown of 22 lots under this land
purchase contract occurred on April 27, 2018 for $1.6 million.
As of March 31, 2018, we have two land purchase contracts to purchase a total of 194 finished lots in Pasco County
and Manatee County, Florida from affiliates of one of our directors for a total base purchase price of approximately
$6.8 million. The lots will be purchased in takedowns, subject to annual price escalation ranging from 3% to 6% per
annum, and may provide for additional payments to the seller at the time of sale to the homebuyer. We have a $0.7
million non-refundable deposit at March 31, 2018 related to these land purchase contracts. We anticipate closing on
these contracts in the fourth quarter of 2018.
Home Sales to Affiliates
We had no home closings to affiliates during the three months ended March 31, 2018. During the three months ended
March 31, 2017, we closed on three homes sold to an affiliate of one of our directors for approximately $0.7 million.
12.  COMMITMENTS AND CONTINGENCIES
Contingencies
In the ordinary course of doing business, we are subject to claims or proceedings from time to time relating to the
purchase, development and sale of real estate and homes and other aspects of our homebuilding operations.
Management believes that these claims include usual obligations incurred by real estate developers and residential
home builders in the normal course of business. In the opinion of management, these matters will not have a material
effect on our consolidated financial position, results of operations or cash flows.
We have provided unsecured environmental indemnities to certain lenders and other counterparties. In each case, we
have performed due diligence on the potential environmental risks including obtaining an independent environmental
review from outside environmental consultants. These indemnities obligate us to reimburse the guaranteed parties for
damages related to environmental matters. There is no term or damage limitation on these indemnities; however, if an
environmental matter arises, we may have recourse against other previous owners. In the ordinary course of doing
business, we are subject to regulatory proceedings from time to time related to environmental and other matters. In the
opinion of management, these matters will not have a material effect on our consolidated financial position, results of
operations or cash flows.
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Land Deposits

We have land purchase contracts, generally through cash deposits, for the right to purchase land or lots at a future
point in time with predetermined terms. We do not have title to the property, and obligations with respect to the land
purchase contracts
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are generally limited to the forfeiture of the related nonrefundable cash deposits. The following is a summary of our
land purchase deposits included in pre-acquisition costs and deposits (in thousands, except for lot count):
March  December
31,2018 31,2017

Land deposits and option payments $23,007 $17,761
Commitments under the land purchase contracts if the purchases are consummated  $596,770 $460,714
Lots under land purchase contracts 22,063 18,758

As of March 31, 2018 and December 31, 2017, approximately $11.1 million and $8.4 million of the land deposits are
related to purchase contracts to deliver finished lots that are refundable under certain circumstances and secured by
mortgages, or letters of credit or guaranteed by the seller or its affiliates.

Bonding and Letters of Credit

We have outstanding letters of credit and performance and surety bonds totaling $52.4 million (including $6.0 million
of letters of credit issued under our revolving credit facility) and $49.7 million at March 31, 2018 and December 31,
2017, respectively, related to our obligations for site improvements at various projects. Management does not believe
that draws upon the letters of credit, surety bonds or financial guarantees if any, will have a material effect on our
consolidated financial position, results of operations or cash flows.

13. SEGMENT INFORMATION

Beginning in the fourth quarter of 2017, we changed our reportable segment to Central, Southwest, Southeast, Florida,
Northwest and Midwest. These segments reflect the way the Company evaluates its business performance and
manages its operations. Prior year information has been restated for corresponding items of our segment information.
We operate one principal homebuilding business that is organized and reports by division. We have six operating
segments at March 31, 2018: our Central, Southwest, Southeast, Florida, Northwest and Midwest divisions. The
Central division is our largest division and comprised approximately 39% and 40% of total home sales revenues for
the three months ended March 31, 2018 and 2017, respectively.

In accordance with ASC Topic 280, Segment Reporting, operating segments are defined as components of an
enterprise for which separate financial information is available that is evaluated regularly by the chief operating
decision-makers (“CODMSs”) in deciding how to allocate resources and in assessing performance. The CODMs
primarily evaluate performance based on the number of homes closed, gross margin and average sales price.

The operating segments qualify as our six reportable segments. In determining the most appropriate reportable
segments, we consider operating segments’ economic and other characteristics, including home floor plans, average
selling prices, gross margin percentage, geographical proximity, production construction processes, suppliers,
subcontractors, regulatory environments, customer type and underlying demand and supply. Each operating segment
follows the same accounting policies and is managed by our management team. We have no inter-segment sales, as all
sales are to external customers. Operating results for each segment may not be indicative of the results for such
segment had it been an independent, stand-alone entity for the periods presented.
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Financial information relating to our reportable segments was as follows (in thousands):

Revenues:

Central

Southwest

Southeast

Florida

Northwest

Midwest

Total home sales revenues

Net income (loss) before income taxes:

Central
Southwest
Southeast
Florida
Northwest
Midwest
Corporate (1)

Total net income (loss) before income taxes
Balance consists primarily of general and administration unallocated costs for various shared service functions, as
well as our warranty reserve. Actual warranty expenses are reflected within the reportable segments.

(1
March 31,
2018
Assets:
Central $474,294

Southwest 190,401
Southeast 185,559
Florida 115,015
Northwest 114,806
Midwest 18,679
Corporate (D 72,100
Total assets  $1,170,854
(1

expenses.

17

December
31,2017

$439,833
175,786
155,928
119,257
80,350
15,066
93,672
$1,079,892

Three Months Ended
March 31,

2018 2017
$107,498 $64,918
54,283 33,126
45,108 27,847
42,443 24,200
29,692 12,820
$279,024 $162911
$15,818 $8,421
4,986 2,565
4,327 2,314
3,972 2,298
3,057 1,368

512 ) (104 )
(421 ) (20 )

$31,227

$16,842

Balance consists primarily of cash, pre-acquisition costs, prepaid insurance, security deposits and prepaid
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

For purposes of this Management’s Discussion and Analysis of Financial Condition and Results of Operation,
references to “we,” “our,” “us” or similar terms refer to LGI Homes, Inc. and its subsidiaries.

Business Overview

We are engaged in the design, construction and sale of new homes in the following markets:

Central Southwest Southeast Florida Northwest ~ Midwest
Houston, TX Phoenix, AZ Atlanta, GA Tampa, FL Seattle, WA Minneapolis, MN
Dallas/Ft. Worth, TX Tucson, AZ Charlotte, NC/SC  Orlando, FL Portland, OR

San Antonio, TX Albuquerque, NM Nashville, TN Fort Myers, FL.

Austin, TX Denver, CO Raleigh, NC Jacksonville, FL

Oklahoma City, OK Colorado Springs, CO Winston-Salem, NC

Our management team has been in the residential land development business since the mid-1990s. Since commencing
home building operations in 2003, we have constructed and closed over 23,000 homes. During the three months ended
March 31, 2018, we had 1,244 home closings, compared to 761 home closings during the three months ended
March 31, 2017.

We sell homes under the LGI Homes and Terrata Homes brands. Our 79 active communities at March 31, 2018
included six Terrata Homes communities.

Recent Developments

During March 2018, we closed on our first home in the Oklahoma City, Oklahoma market.

Key Results

Key financial results as of and for the three months ended March 31, 2018, as compared to the three months ended
March 31, 2017, were as follows:

Home sales revenues increased 71.3% to $279.0 million from $162.9 million.

Homes closed increased 63.5% to 1,244 homes from 761 homes.

Average sales price of our homes increased 4.8% to $224,296 from $214,075.

Gross margin as a percentage of home sales revenues decreased to 24.8% from 26.7%.

Adjusted gross margin (non-GAAP) as a percentage of home sales revenues decreased to 26.4% from 28.0%.

Net income before income taxes increased 85.4% to $31.2 million from $16.8 million.

:Fotal owned and controlled lots increased 14.1% to 45,321 lots at March 31, 2018 from 39,709 lots at December 31,
2017.

For a reconciliation of adjusted gross margin (a non-GAAP financial measure) to gross margin, the most directly
comparable GAAP financial measure, please see “—Non-GAAP Measures.”
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Results of Operations
The following table sets forth our results of operations for the periods indicated:

Three Months Ended
March 31,
2018 2017

(dollars in thousands,
except per share data
and average home sales

price)

Statement of Income Data:
Home sales revenues $279,024 $162,911
Expenses:
Cost of sales 209,765 119,412
Selling expenses 22,949 16,107
General and administrative 15,440 11,265

Operating income 30,870 16,127
Other income, net (357 ) (715 )

Net income before income taxes 31,227 16,842
Income tax provision 3,925 5,062

Net income $27,302 $11,780
Basic earnings per share $1.23 $0.55
Diluted earnings per share $1.10 $0.52
Other Financial and Operating Data:
Active communities at end of period 79 69
Home closings 1,244 761
Average sales price of homes closed $224,296  $214,075
Gross margin (D $69,259 $43,499
Gross margin % @ 24.8 % 26.7 %
Adjusted gross margin ) $73,568  $45,609
Adjusted gross margin % 23 26.4 % 28.0 %

(1)Gross margin is home sales revenues less cost of sales.

(2)Calculated as a percentage of home sales revenues.
Adjusted gross margin is a non-GAAP financial measure used by management as a supplemental measure in
evaluating operating performance. We define adjusted gross margin as gross margin less capitalized interest and
adjustments resulting from the application of purchase accounting included in cost of sales. Our management
believes this information is useful because it isolates the impact that capitalized interest and purchase accounting
adjustments have on gross margin. However, because adjusted gross margin information excludes capitalized

(3)interest and purchase accounting adjustment, which have real economic effects and could impact our results, the
utility of adjusted gross margin information as a measure of our operating performance may be limited. In addition,
other companies may not calculate adjusted gross margin information in the same manner that we do. Accordingly,
adjusted gross margin information should be considered only as a supplement to gross margin information as a
measure of our performance. Please see “—Non-GAAP Measures” for a reconciliation of adjusted gross margin to
gross margin, which is the GAAP financial measure that our management believes to be most directly comparable.
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Three Months Ended March 31, 2018 Compared to Three Months Ended March 31, 2017
Homes Sales. Our home sales revenues, closings, average sales price (ASP) and ending community count by division
for the three months ended March 31, 2018 and 2017 were as follows (revenues in thousands):

Three Months Ended March 31,

2018 2017
Revenues Closings ASP Revenues Closings ASP
Central $107,498 521 $206,330 $64,918 315 $206,089
Southwest 54,283 197 275,548 33,126 132 250,955
Southeast 45,108 229 196,978 27,847 151 184,417
Florida 42,443 209 203,077 24,200 123 196,748
Northwest 29,692 88 337,409 12,820 40 320,500
Midwest — — — — — —
Total home sales revenues $279,024 1,244  $224,296 $162,911 761 $214,075
As of
March
31,
Community count 2018017
Central 29 24
Southwest 14 17
Southeast 17 13
Florida 12 11
Northwest 6 4
Midwest 1

Total community count 79 69

Home sales revenues for the three months ended March 31, 2018 were $279.0 million, an increase of $116.1 million,
or 71.3%, from $162.9 million for the three months ended March 31, 2017. The increase in home sales revenues is
primarily due to a 63.5% increase in homes closed and an increase in the average sales price per home during the three
months ended March 31, 2018 as compared to the three months ended March 31, 2017. This increase in home closings
was largely due to the overall increase in the number of active communities in the three months ended March 31, 2018
as compared to the three months ended March 31, 2017. The average sales price per home closed during the three
months ended March 31, 2018 was $224,296, an increase of $10,221, or 4.8%, from the average sales price per home
of $214,075 for the three months ended March 31, 2017. This increase in the average sales price per home was
primarily due to changes in product mix, higher price points in certain new markets and a favorable pricing
environment. We continued to diversify our operations outside of our Central division during the first quarter of

2018. We increased our home sales revenues in our divisions other than our Central division by $73.5 million during
the three months ended March 31, 2018 as compared to the three months ended March 31, 2017, representing a 62.1%
increase in the number of homes closed in these divisions during the three months ended March 31, 2018 as compared
to the three months ended March 31, 2017. Our active selling communities at March 31, 2018 increased to 79 from
69 at March 31, 2017. Five of the ten active selling communities added between March 31, 2017 and March 31, 2018
were outside of our Central division, contributing to the further geographic diversification of our business. All
divisions added communities by expanding into new markets or deepening existing markets with the exception of the
Southwest division, which had three fewer active communities due to close out or transition between certain of its
active communities.

Cost of Sales and Gross Margin (home sales revenues less cost of sales). Cost of sales increased for the three months
ended March 31, 2018 to $209.8 million, an increase of $90.4 million, or 75.7%, from $119.4 million for the three
months ended March 31, 2017. This increase is primarily due to a 63.5% increase in homes closed during the three
months ended March 31, 2018 as compared to the three months ended March 31, 2017, and to a lesser degree, product
mix. The increase in average cost of sales per home is primarily due to changes in construction costs associated with
product mix and lot costs. Gross margin for the three months ended March 31, 2018 was $69.3 million, an increase of
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$25.8 million, or 59.2%, from $43.5 million for the three months ended March 31, 2017. Gross margin as a percentage
of home sales revenues was 24.8% for the three months ended March 31, 2018 and 26.7% for the three months ended
March 31, 2017. This decrease in gross margin as a percentage of home sales revenues is primarily due to a
combination of higher construction costs and lot costs partially offset by higher average home sales price for the three
months ended March 31, 2018 as compared to the three months ended March 31, 2017, and to a lesser extent due to 31
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wholesale home closings during the three months ended March 31, 2018 compared to seven wholesale home closings
during the three months ended March 31, 2017.

Selling Expenses. Selling expenses for the three months ended March 31, 2018 were $22.9 million, an increase of $6.8
million, or 42.5%, from $16.1 million for the three months ended March 31, 2017. Sales commissions increased to
$11.1 million for the three months ended March 31, 2018 from $6.5 million for the three months ended March 31,
2017, largely due to a 71.3% increase in home sales revenue during the three months ended March 31, 2018 as
compared to the three months ended March 31, 2017. Selling expenses as a percentage of home sales revenues were
8.2% and 9.9% for the three months ended March 31, 2018 and 2017, respectively, and generally reflects operating
leverage realized relating to advertising costs.

General and Administrative. General and administrative expenses for the three months ended March 31, 2018 were
$15.4 million, an increase of $4.2 million, or 37.1%, from $11.3 million for the three months ended March 31, 2017.
The increase in the amount of general and administrative expenses is primarily due to additional general and
administrative compensation costs associated with an increase of active communities and home closings during the
three months ended March 31, 2018 as compared to the three months ended March 31, 2017. General and
administrative expenses as a percentage of home sales revenues were 5.5% and 6.9% for the three months ended
March 31, 2018 and 2017, respectively. The decrease in general and administrative expenses as a percentage of home
sales revenues reflects leverage realized from the increase in home sales revenues during the three months ended
March 31, 2018 as compared to the three months ended March 31, 2017.

Operating Income, Net Income before Income Taxes and Net Income. Operating income for the three months ended
March 31, 2018 was $30.9 million, an increase of $14.7 million, or 91.4%, from $16.1 million for the three months
ended March 31, 2017. Net income before income taxes for the three months ended March 31, 2018 was $31.2
million, an increase of $14.4 million, or 85.4%, over the three months ended March 31, 2017. Our divisions
contributed the following amounts and percentages of net income before income taxes during the three months ended
March 31, 2018: Central - $15.8 million or 50.7%; Southwest - $5.0 million or 16.0%; Florida - $4.0 million or
12.7%; Southeast - $4.3 million or 13.9%; and Northwest - $3.1 million or 9.8%. Net income for the three months
ended March 31, 2018 was $27.3 million, an increase of $15.5 million, or 131.8%, from $11.8 million for the three
months ended March 31, 2017. The increases in operating income, net income before income taxes and net income are
primarily attributed to a 63.5% increase in homes closed, a higher average sales price, a decrease in the effective tax
rate and improved leverage realized during the three months ended March 31, 2018 as compared to three months
ended March 31, 2017.

Non-GAAP Measures

In addition to the results reported in accordance with U.S. GAAP, we have provided information in this Quarterly
Report on Form 10-Q relating to adjusted gross margin.

Adjusted gross margin is a non-GAAP financial measure used by management as a supplemental measure in
evaluating operating performance. We define adjusted gross margin as gross margin less capitalized interest and
adjustments resulting from the application of purchase accounting included in the cost of sales. Our management
believes this information is useful because it isolates the impact that capitalized interest and purchase accounting
adjustments have on gross margin. However, because adjusted gross margin information excludes capitalized interest
and purchase accounting adjustments, which have real economic effects and could impact our results, the utility of
adjusted gross margin information as a measure of our operating performance may be limited. In addition, other
companies may not calculate adjusted gross margin information in the same manner that we do. Accordingly, adjusted
gross margin information should be considered only as a supplement to gross margin information as a measure of our
performance.

The following table reconciles adjusted gross margin to gross margin, which is the GAAP financial measure that our
management believes to be most directly comparable (dollars in thousands):

Three Months Ended

March 31,

2018 2017
Home sales revenues $279,024 $162,911
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Cost of sales 209,765 119,412
Gross margin 69,259 43,499
Capitalized interest charged to cost of sales 4,312 2,075
Purchase accounting adjustments @ @3 ) 35
Adjusted gross margin $73,568 $45,609
Gross margin % ® 24.8 % 26.7 %
Adjusted gross margin % ® 26.4 % 28.0 %

(a)

21

Adjustments result from the application of purchase accounting for acquisitions and represent the amount of the
fair value step-up adjustments included in cost of sales for real estate inventory sold after the acquisition dates.
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(b)Calculated as a percentage of home sales revenues.

Backlog

We sell our homes under standard purchase contracts, which generally require a homebuyer to pay a deposit at the
time of signing the purchase contract. The amount of the required deposit is minimal (generally $1,000 or less). The
deposits are refundable if the retail homebuyer is unable to obtain mortgage financing. We permit our retail
homebuyers to cancel the purchase contract and obtain a refund of their deposit in the event mortgage financing
cannot be obtained within a certain period of time, as specified in their purchase contract. Typically, our retail
homebuyers provide documentation regarding their ability to obtain mortgage financing within 14 days after the
purchase contract is signed. If we determine that the homebuyer is not qualified to obtain mortgage financing or is not
otherwise financially able to purchase the home, we will terminate the purchase contract. If a purchase contract has
not been cancelled or terminated within 14 days after the purchase contract has been signed, then the homebuyer has
met the preliminary criteria to obtain mortgage financing. Only purchase contracts that are signed by homebuyers who
have met the preliminary criteria to obtain mortgage financing are included in new (gross) orders.

Our “backlog” consists of homes that are under a purchase contract that has been signed by homebuyers who have met
the preliminary criteria to obtain mortgage financing but have not yet closed. Since our business model is generally
based on building move-in ready homes before a purchase contract is signed, the majority of our homes in backlog are
currently under construction or complete. Ending backlog represents the number of homes in backlog from the
previous period plus the number of net orders (new orders for homes less cancellations) generated during the current
period minus the number of homes closed during the current period. Our backlog at any given time will be affected by
cancellations, the number of our active communities and the timing of home closings. Homes in backlog are generally
closed within one to two months, although we may experience cancellations of purchase contracts at any time prior to
closing. It is important to note that net orders, backlog and cancellation metrics are operational, rather than accounting
data, and should be used only as a general gauge to evaluate performance. Backlog may be impacted by customer
cancellations for various reasons that are beyond our control, and in light of our minimal required deposit, there is
little negative impact to the potential homebuyer from the cancellation of the purchase contract. As of the dates set
forth below, our net orders, cancellation rate and ending backlog homes and value were as follows (dollars in
thousands):

Three Months Ended
Backlog Data March 31,

2018 4 2017 ®
Net orders (D 1,798 1,402
Cancellation rate @ 20.6 % 18.9 %
Ending backlog — home$® 1,370 1,087

Ending backlog — valué®  $357,870  $253,764

(I)Net orders are new (gross) orders for the purchase of homes during the period, less cancellations of existing
purchase contracts during the period.

Cancellation rate for a period is the total number of purchase contracts cancelled during the period divided by the

total new (gross) orders for the purchase of homes during the period.

Ending backlog consists of homes at the end of the period that are under a purchase contract that has been signed

(3)by homebuyers who have met our preliminary financing criteria but have not yet closed and wholesale contracts
for which the required deposit has been made. Ending backlog is valued at the contract amount.

(4)70 units and values related to bulk sales agreements are not included in the table above.

(5)92 units and values related to bulk sales agreements are not included in the table above.

2)
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Land Acquisition Policies and Development

We increased our active communities to 79 as of March 31, 2018 from 78 as of December 31, 2017. We also
increased our lot inventory to 45,321 owned or controlled lots as of March 31, 2018 from 39,709 owned or controlled
lots as of December 31, 2017.

The table below shows (i) home closings by division for the three months ended March 31, 2018 and (ii) our owned or
controlled lots by division as of March 31, 2018.

Three
Months
Ended As of March 31, 2018
March
31,2018

Division Hom.e Owned Controlled Total
Closings (1)

Central 521 12,708 9,614 22,322

Southwest 197 3,527 1,040 4,567

Southeast 229 3,673 8,304 11,977

Florida 209 2,050 1,702 3,752

Northwest 88 1,079 1,309 2,388

Midwest — 221 94 315

Total 1,244 23,258 22,063 45,321

(I)Of the 23,258 owned lots as of March 31, 2018, 13,229 were raw/under development lots and 10,029 were finished
lots.

Homes in Inventory

When entering a new community, we build a sufficient number of move-in ready homes to meet our budgets. We base

future home starts on closings. As homes are closed, we start more homes to maintain our inventory. As of March 31,

2018, we had a total of 1,547 completed homes, including information centers, and 1,900 homes in progress.

Raw Materials and Labor

When constructing homes, we use various materials and components. We generally contract for our materials and

labor at a fixed price for the anticipated construction period of our homes. This allows us to mitigate the risks

associated with increases in building materials and labor costs between the time construction begins on a home and

the time it is closed. Typically, the raw materials and most of the components used in our business are readily

available in the United States. In addition, the majority of our raw materials is supplied to us by our subcontractors,

and is included in the price of our contract with such subcontractors. Most of the raw materials necessary for our

subcontractors are standard items carried by major suppliers. Substantially all of our construction work is done by

third-party subcontractors, most of whom are non-unionized. We continue to monitor the supply markets to achieve

the best prices available. Typically, the price changes that most significantly influence our operations are price

increases in labor, commodities and lumber.

Seasonality

In all of our regions, we have historically experienced similar variability in our results of operations and in capital

requirements from quarter to quarter due to the seasonal nature of the homebuilding industry. We generally close

more homes in our second, third and fourth quarters of the year. Thus, our revenue may fluctuate on a quarterly basis

and we may have higher capital requirements in our second, third and fourth quarters in order to maintain our

inventory levels. Our revenue and capital requirements are generally similar across our second, third and fourth

quarters.

As a result of seasonal activity, our quarterly results of operation and financial position at the end of a particular

quarter, especially the first quarter, are not necessarily representative of the results we expect at year end. We expect

this seasonal pattern to continue in the long term.

Liquidity and Capital Resources

Overview
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As of March 31, 2018, we had $52.0 million of cash and cash equivalents. Cash flows for each of our active
communities depend on the status of the development cycle and can differ substantially from reported earnings. Early
stages of development or expansion require significant cash outlays for land acquisitions, land development, plats,
vertical development, construction of information centers, general landscaping and other amenities. Because these
costs are a component of our inventory and are not recognized in our statement of operations until a home closes, we
incur significant cash outflows prior to recognition of home

23

56



Edgar Filing: TG THERAPEUTICS, INC. - Form 424B5

Table of Contents

sales revenues. In the later stages of an active community, cash inflows may exceed home sales revenues reported for
financial statement purposes, as the costs associated with home and land construction were previously incurred.

Our principal uses of capital are operating expenses, land and lot purchases, lot development, home construction,
interest costs on our indebtedness and the payment of various liabilities. In addition, we may purchase land, lots,
homes under construction or other assets as part of a business combination.

We generally rely on our ability to finance our operations by generating operating cash flows, borrowing under our
revolving credit facility or the issuance and sale of shares of our common stock. As needed, we will consider
accessing the debt and equity capital markets as part of our ongoing financing strategy. We also rely on our ability to
obtain performance, payment and completion surety bonds as well as letters of credit to finance our projects.

Under our $300.0 million shelf registration statement on Form S-3, which was declared effective in August 2015, we
have the ability to access the debt and equity capital markets as needed as part of our ongoing financing strategy. At
March 31, 2018, we have used approximately $55.0 million of the securities registered under the shelf registration
statement.

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

Revolving Credit Facility

In May 2017, we entered into that certain Second Amended and Restated Credit Agreement (the “Credit Agreement”)
with several financial institutions, and Wells Fargo Bank, National Association, as administrative agent. The Credit
Agreement provides for a revolving credit facility of $600.0 million (subject to a borrowing base), which can be
increased upon our request up to $650.0 million in accordance with the terms and conditions of the Credit Agreement.
The revolving credit facility matures on May 31, 2020. Before each anniversary of the closing of the Credit
Agreement, we may request a one-year extension of the maturity date. Prior to nonperformance of certain financial
covenants under the Credit Agreement, the revolving credit facility is unsecured. The Credit Agreement is guaranteed
by each of our subsidiaries that have gross assets equal to or greater than $0.5 million.

As of March 31, 2018, the borrowing base under the Credit Agreement was $600.0 million, of which borrowings of
$510.0 million were outstanding, $6.0 million of letters of credit were outstanding and the remaining $84.0 million
was available to borrow.

The Credit Agreement requires us to maintain (i) a tangible net worth of not less than $300.0 million plus 75% of the
net proceeds of all equity issuances after December 31, 2016 plus 50% of the amount of our net income in any fiscal
quarter after December 31, 2016, (ii) a leverage ratio of not greater than 60.0%, (iii) liquidity of at least $50.0 million
and (iv) a ratio of EBITDA to interest expense for the most recent four quarters of at least 2.50 to 1.0. The Credit
Agreement contains various covenants that, among other restrictions, limit the amount of our additional debt and our
ability to make certain investments. At March 31, 2018, we were in compliance with all of the covenants contained in
the Credit Agreement.

Convertible Notes

In November 2014, we issued $85.0 million aggregate principal amount of our 4.25% Convertible Notes due 2019
(the “Convertible Notes™). The Convertible Notes mature on November 15, 2019 and bear interest at a rate of 4.25%,
payable semiannually in May and November. Prior to May 15, 2019, the Convertible Notes are convertible only upon
satisfaction of any of the specified conversion events. On or after May 15, 2019, the holders of Convertible Notes can
convert their Convertible Notes at any time at their option.

Upon the election of a holder of Convertible Notes to convert their Convertible Notes, we may settle the conversion of
the Convertible Notes using any combination of cash and shares of our common stock. It is our intent, and belief that
we have the ability, to settle in cash the conversion of any Convertible Notes that the holders elect to convert. The
initial conversion rate of the Convertible Notes is 46.4792 shares of our common stock for each $1,000 principal
amount of Convertible Notes, which represents an initial conversion price of approximately $21.52 per share of our
common stock. The conversion rate is subject to adjustments upon the occurrence of certain specified events.

During the fourth quarter of 2017, we received notice from holders of $15.0 million principal amount of the
Convertible Notes to convert their Convertible Notes. The conversion of such Convertible Notes was settled in the

57



Edgar Filing: TG THERAPEUTICS, INC. - Form 424B5

first quarter of 2018, resulting in the issuance of 486,679 shares of our common stock, a $0.6 million reduction to debt
discount and additional paid in capital, a $0.2 million loss on the extinguishment of debt issuance costs and a cash
payment of $15.0 million for the principal amount of such Convertible Notes. As of March 31, 2018, we have $70.0
million aggregate principal amount of Convertible Notes outstanding.

During the first quarter of 2018, the Convertible Notes were convertible because the closing sale price of our common
stock was greater than 130% of the $21.52 conversion price on at least 20 trading days during the 30 trading day
period ending on December 31, 2017. As a result, the holders of the Convertible Notes could elect to convert some or
all of their Convertible Notes
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in accordance with the terms and provisions of the indenture governing the Convertible Notes during the conversion
period of January 1, 2018 through March 31, 2018 (inclusive). The Convertible Notes continue to be convertible
during the second quarter of 2018. As of the date of the filing of this Quarterly Report on Form 10-Q, no other
conversion notices have been received by us.

Letters of Credit, Surety Bonds and Financial Guarantees

We are often required to provide letters of credit and surety bonds to secure our performance under construction
contracts, development agreements and other arrangements. The amount of such obligations outstanding at any time
varies in accordance with our pending development activities. In the event any such bonds or letters of credit are
drawn upon, we would be obligated to reimburse the issuer of such bonds or letters of credit.

Under these letters of credit, surety bonds and financial guarantees, we are committed to perform certain development
and construction activities and provide certain guarantees in the normal course of business. Outstanding letters of
credit, surety bonds and financial guarantees under these arrangements, totaled $52.4 million as of March 31, 2018.
Although significant development and construction activities have been completed related to the improvements at
these sites, the letters of credit and surety bonds are not generally released until all development and construction
activities are completed. We do not believe that it is probable that any outstanding letters of credit, surety bonds or
financial guarantees as of March 31, 2018 will be drawn upon.

Cash Flows

Three Months Ended March 31, 2018 Compared to Three Months Ended March 31, 2017

Net cash used in operating activities during the three months ended March 31, 2018 was $110.9 million as compared
to $47.2 million during the three months ended March 31, 2017. The $63.7 million increase in net cash used in
operating activities was primarily attributable to cash outlays for the $50.0 million increase in the net change in real
estate inventory year-over-year, which was primarily related to our increased community count, additional homes
under construction and land acquisitions, and to the $43.4 million decrease in accounts payable, accrued expenses and
other liabilities, which was primarily related to payment of income taxes. Year-over-year change in net cash provided
by working capital items were a $4.8 million increase in cash paid for pre-acquisition costs and deposits and a $4.3
million increase in other assets, offset by the $23.1 million decrease in accounts receivable and a $0.2 million increase
in loss on extinguishment of debt issuance costs year-over-year . The increase in cash used in operating activities
reflects our continued growth and, to a lesser extent, the timing of home sales and homebuilding activities.

Net cash used in investing activities was $0.2 million during both the three months ended March 31, 2018 and 2017
and reflects the purchase of property and equipment.

Net cash provided by financing activities totaled $95.5 million during the three months ended March 31, 2018, as
compared to $29.5 million during the three months ended March 31, 2017. The $66.0 million increase in net cash
provided by financing activities in the three months ended March 31, 2018 as compared to the three months ended
March 31, 2017 consists primarily of the $70.0 million increase in net borrowings under our revolving credit facility,
offset by the $4.2 million decrease in net proceeds realized from the issuance and sale of shares of our common stock.
Off-Balance Sheet Arrangements

In the ordinary course of business, we enter into land purchase contracts in order to procure land and lots for the
construction of our homes. We are subject to customary obligations associated with entering into contracts for the
purchase of land and improved lots. These contracts typically require cash deposits and the purchase of properties
under these contracts is generally contingent upon satisfaction of certain requirements by the sellers, which may
include obtaining applicable property and development entitlements or the completion of development activities and
the delivery of finished lots. We also utilize contracts with land sellers as a method of acquiring lots and land in staged
takedowns, which helps us manage the financial and market risk associated with land holdings and minimize the use
of funds from our corporate financing sources. Such contracts generally require a non-refundable deposit for the right
to acquire land or lots over a specified period of time at pre-determined prices. We generally have the right at our
discretion to terminate our obligations under purchase contracts during the initial feasibility period and receive a
refund of our deposit, or we may terminate the contracts after the end of the feasibility period by forfeiting our cash
deposit with no further financial obligations to the land seller. In addition, our deposit may also be refundable if the
land seller does not satisfy all conditions precedent in the respective contract. As of March 31, 2018, we had $23.0
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million of cash deposits pertaining to land purchase contracts for 22,063 lots with an aggregate purchase price of
$596.8 million. Approximately $11.1 million of the cash deposits as of March 31, 2018 are secured by third-party
guarantees or indemnity mortgages on the related property.

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

Our business can be adversely impacted by inflation, primarily from higher land, financing, labor, material and
construction costs. In addition, inflation can lead to higher mortgage rates, which can significantly affect the
affordability of mortgage financing to homebuyers.

Contractual Obligations

There have been no material changes to our contractual obligations appearing in the “Contractual Obligations” section
of Management’s Discussion and Analysis of Financial Condition and Results of Operations included in our_Annual
Report on Form 10-K for the fiscal year ended December 31, 2017.

Critical Accounting Policies

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America (“GAAP”) requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the consolidated financial
statements and the reported amounts of revenue and expenses during the reporting period. Management bases its
estimates and judgments on historical experience and on various other factors that are believed to be reasonable under
the circumstances, the results of which form the basis for making judgments about the carrying value of assets and
liabilities that are not readily apparent from other sources. On an ongoing basis, management evaluates such estimates
and judgments and makes adjustments as deemed necessary. Actual results could differ from these estimates using
different estimates and assumptions, or if conditions are significantly different in the future.

Revenue Recognition

Effective January 1, 2018, we adopted the FASB ASU No. 2014-09, “Revenue from Contracts with Customers (Topic
606)” (“Topic 606”), which provides guidance for revenue recognition. Topic 606 affects any entity that either enters into
contracts with customers to transfer goods or services or enters into contracts for the transfer of nonfinancial assets
and supersedes the revenue recognition requirements in Topic 605, “Revenue Recognition” (“Topic 605”") and most
industry-specific guidance. Topic 606 also supersedes certain cost guidance included in Subtopic 605-35, “Revenue
Recognition—Construction-Type and Production-Type Contracts.” Topic 606’s core principle is that a company will
recognize revenue when it transfers promised goods or services to customers in an amount that reflects the
consideration to which a company expects to be entitled in exchange for those goods or services. We adopted Topic
606 using the modified retrospective transition method only with respect to contracts not completed at the date of
adoption. We have developed the additional expanded disclosures required; however, the adoption of Topic 606 did
not have a material effect on our consolidated statements of operations, balance sheets or cash flows.

We recognize revenue upon the transfer of promised goods to our customers in an amount that reflects the
consideration to which we expect to be entitled by applying the following five-step process specified in Topic 606.
{dentify the contract(s) with a customer

{dentify the performance obligations

Determine the transaction price

Allocate the transaction price

Recognize revenue when the performance obligations are met

Our contracts with customers include a single performance obligation to transfer a completed home to the customer.
We generally determine selling price per home on the expected cost plus margin. Our contracts contain no significant
financing terms as customers who finance do so through a third party. Performance obligations are satisfied at a
moment in time when the home is complete and control of the asset is transferred to the customer at closing. Home
sales proceeds are generally received from the title company within a few business days after closing.

Sales and broker commissions are incremental costs incurred to obtain a contract with a customer that would not have
been incurred if the contract had not been obtained. Sales and broker commissions are expensed upon fulfillment of a
home closing. Advertising costs are costs to obtain a contract that would have been incurred regardless of whether the
contract was obtained and are recognized as an expense when incurred. Sales and broker commissions and advertising
costs are recorded within sales and marketing expense presented in our consolidated statements of operations as
selling expenses.
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With exception of the aforementioned, we believe that there have been no significant changes to our critical
accounting policies during the three months ended March 31, 2018 as compared to those disclosed in Management’s

Discussion and Analysis of Financial Condition and Results of Operations included in our Annual Report on Form
10-K for the fiscal year ended December 31, 2017.
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Cautionary Statement about Forward-Looking Statements

From time to time we make statements concerning our expectations, beliefs, plans, objectives, goals, strategies, future
events or performance and underlying assumptions and other statements that are not historical facts. These statements
are “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. Actual
results may differ materially from those expressed or implied by these statements. You can generally identify our
forward-looking statements by the words “anticipate,” “believe,” “continue,” “could,” “estimate,” “expect,” “forecast,
“may,” “objective,” “plan,” “potential,” “predict,” “projection,” “should,” “will”” or other similar words.

We have based our forward-looking statements on our management’s beliefs and assumptions based on information
available to our management at the time the statements are made. We caution you that assumptions, beliefs,
expectations, intentions and projections about future events may, and often do, vary materially from actual results.
Therefore, we cannot assure you that actual results will not differ materially from those expressed or implied by our
forward-looking statements.

The following are some of the factors that could cause actual results to differ materially from those expressed or
implied in forward-looking statements:

adverse economic changes either nationally or in the markets in which we operate, including, among other things,
increases in unemployment, volatility of mortgage interest rates and inflation and decreases in housing prices;

a slowdown in the homebuilding industry;

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

the cyclical and seasonal nature of our business;

our future operating results and financial condition;

our business operations;

changes in our business and investment strategy;

the success of our operations in recently opened new markets and our ability to expand into additional new markets;
our ability to successfully extend our business model to building homes with higher price points, developing larger
communities and producing and selling multi-unit products, townhouses, wholesale products and acreage home sites;
our ability to develop our projects successfully or within expected timeframes;

our ability to identify potential acquisition targets and close such acquisitions;

our ability to successfully integrate any acquisitions with our existing operations;

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

availability, terms and deployment of capital;

decisions of the lender group of our revolving credit facility;

the occurrence of the specific conversion events that enable early conversion of our 4.25% Convertible Notes due
2019;

decline in the market value of our land portfolio;

disruption in the terms or availability of mortgage financing or increase in the number of foreclosures in our markets;
shortages of or increased prices for labor, land or raw materials used in land development and housing construction;
delays in land development or home construction resulting from natural disasters, adverse weather conditions or other
events outside our control;

aninsured losses in excess of insurance limits;

the cost and availability of insurance and surety bonds;

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

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

the degree and nature of our competition;

tncreases in taxes or government fees;

poor relations with the residents of our projects;

future litigation, arbitration or other claims;

availability of qualified personnel and third-party contractors and subcontractors;

our ability to retain our key personnel;

our leverage and future debt service obligations;
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the impact on our business of any future government shutdown;
other risks and uncertainties inherent in our business;

3

other factors we discuss under the section entitled “Management’s Discussion and Analysis of Financial Condition and
Results of Operations”’; and

the risk factors set forth in our Annual Report on Form 10-K for the fiscal year ended December 31, 2017.

You should not place undue reliance on forward-looking statements. Each forward-looking statement speaks only as
of the date of the particular statement. We expressly disclaim any intent, obligation or undertaking to update or revise
any forward-looking statements to reflect any change in our expectations with regard thereto or any change in events,
conditions or circumstances on which any such statements are based. All subsequent written and oral forward-looking
statements attributable to us or persons
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acting on our behalf are expressly qualified in their entirety by the cautionary statements contained in this Quarterly
Report on Form 10-Q.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Our operations are interest rate sensitive. As overall housing demand is adversely affected by increases in interest
rates, a significant increase in mortgage interest rates may negatively affect the ability of homebuyers to secure
adequate financing. Higher interest rates could adversely affect our revenues, gross margin and net income. We do not
enter into, or intend to enter into, derivative financial instruments for trading or speculative purposes.

Quantitative and Qualitative Disclosures About Interest Rate Risk

We utilize both fixed-rate debt ($70.0 million aggregate principal amount of the Convertible Notes as of March 31,
2018 and certain inventory related obligations) and variable-rate debt (our $600.0 million revolving credit facility,
which may be increased to $650.0 million in accordance with the terms and conditions of the Credit Agreement) as
part of financing our operations. Upon the election of a holder of Convertible Notes to convert their Convertible
Notes, we may settle the conversion of the Convertible Notes using any combination of cash and shares of our
common stock. Other than as a result of an election of a holder of Convertible Notes to convert their Convertible
Notes, we do not have the obligation to prepay the Convertible Notes or our fixed-rate inventory related obligations
prior to maturity, and, as a result, interest rate risk and changes in fair market value should not have a significant
impact on our fixed-rate debt.

We are exposed to market risks related to fluctuations in interest rates on our outstanding variable rate indebtedness.
We did not utilize swaps, forward or option contracts on interest rates or commodities, or other types of derivative
financial instruments as of or during the three months ended March 31, 2018. We have not entered into and currently
do not hold derivatives for trading or speculative purposes, but we may do so in the future. Many of the statements
contained in this section are forward looking and should be read in conjunction with our disclosures under the heading
“Cautionary Statement about Forward-I.ooking Statements” above.

As of March 31, 2018, we had $510.0 million of variable rate indebtedness outstanding under the Credit Agreement.
All of the outstanding borrowings under the Credit Agreement are at variable rates based on LIBOR. The interest rate
for our variable rate indebtedness as of March 31, 2018 was LIBOR plus 3.15%. At March 31, 2018, LIBOR was
1.80%. A hypothetical 100 basis point increase in the average interest rate on our variable rate indebtedness would
increase our annual interest cost by approximately $5.1 million.

Based on the current interest rate management policies we have in place with respect to our outstanding indebtedness,
we do not believe that the future interest rate risks related to our existing indebtedness will have a material adverse
impact on our financial position, results of operations or liquidity.
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ITEM 4. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

Under the supervision and with the participation of our Chief Executive Officer and Chief Financial Officer,
management has evaluated the effectiveness of the design and operation of our disclosure controls and procedures (as
defined in Rules 13a-15(e) or 15d-15(e) of the Securities Exchange Act of 1934) as of March 31, 2018. Based upon
that evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and
procedures are effective to ensure information is recorded, processed, summarized and reported within the periods
specified in the Securities and Exchange Commission’s rules and forms and is accumulated and communicated to our
management, including our Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely
decisions regarding required disclosure.

Our management, including our Chief Executive Officer and Chief Financial Officer, does not expect that our
disclosure controls and procedures will prevent all errors and all fraud. A control system, no matter how well
conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of the control system
are met. Further, the design of a control system must reflect the fact that there are resource constraints, and the
benefits of controls must be considered relative to their costs. Because of the inherent limitations in all control
systems, no evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any,
have been detected. These inherent limitations include the realities that judgments in decision-making can be faulty
and that breakdowns can occur because of simple error and mistake. Additionally, controls can be circumvented by
the individual acts of some persons, by collusion of two or more people or by management’s override of controls.
The design of any system of controls also is based in part upon certain assumptions about the likelihood of future
events, and there can be no assurance that any design will succeed in achieving its stated goals under all potential
future conditions. Over time, a control may become inadequate because of changes in conditions or because the
degree of compliance with the policies or procedures may deteriorate. Because of the inherent limitations in a
cost-effective control system, misstatements due to error or fraud may occur and may not be detected.

Changes in Internal Controls

No change in our internal control over financial reporting as such term is defined in Exchange Act Rule 13a-15(f)
occurred during the three months ended March 31, 2018 that has materially affected, or is reasonably likely to
materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION
ITEM 6. EXHIBITS
Exhibit

Description
No. P

Certificate of Incorporation of L.GI Homes. Inc. (incorporated by reference to Exhibit 3.1 to the

3. 1%* Registration Statement on Form S-1 (File No. 33-190853) of L.GI Homes. Inc. filed with the SEC on
August 28. 2013).

3 9k Bylaws of L.GI Homes. Inc. (incorporated by reference to Exhibit 3.2 to the Registration Statement on

) Form S-1 (File No. 333-190853) of L.GI Homes. Inc. filed with the SEC on August 28. 2013).

31.1%* CEO Certification. Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2%* CFO Certification, Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

30 1% Certification Pursuant to 18 U.S.C. Section 1350, as adopted Pursuant to Section 906 of the

) Sarbanes-Oxley Act of 2002.
30 2 Certification Pursuant to 18 U.S.C. Section 1350. as adopted Pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002.
101.INST XBRL Instance Document.

101.SCHt XBRL Taxonomy Extension Schema Document.

101.CAL{ XBRL Taxonomy Extension Calculation Linkbase Document.
101.DEF{ XBRL Taxonomy Extension Definition Linkbase Document.
101.LAB{ XBRL Taxonomy Extension Label Linkbase Document.
101.PREf XBRL Taxonomy Extension Presentation Linkbase Document.
* Filed herewith.

** Previously filed.

XBRL information is deemed not filed or a part of a registration statement or Annual Report for purposes of Sections
11 and 12 of the Securities Act of 1933, as amended, is deemed not filed for purposes of Section 18 of the Securities

Exchange Act of 1934, as amended, and otherwise is not subject to liability under such sections.
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SIGNATURES

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

LGI Homes, Inc.
Date:May 8, 2018 /s/  Eric Lipar
Eric Lipar

Chief Executive Officer and Chairman of the Board

May 8, 2018/s/ Charles Merdian
Charles Merdian
Chief Financial Officer and Treasurer
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