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PART I

Item 1. Business

Overview of Lennar Corporation

We are one of the nation’s largest homebuilders, a provider of real estate related financial services, a commercial real
estate, investment management and finance company through our Rialto segment and a developer of multifamily
rental properties in select U.S. markets primarily through unconsolidated entities.

Our homebuilding operations are the most substantial part of our business, comprising $9.7 billion in revenues, or
approximately 89% of consolidated revenues, in fiscal 2016. As of November 30, 2016, we had grouped our
homebuilding activities into three reportable segments, which we refer to as Homebuilding East, Homebuilding
Central, and Homebuilding West, based primarily upon similar economic characteristics, geography and product type.
Information about homebuilding activities in states in which our homebuilding activities are not economically similar
to those in other states in the same geographic area is grouped under "Homebuilding Other."

As of November 30, 2016, our reportable homebuilding segments and Homebuilding Other have divisions located in:
East: Florida, Georgia, Maryland, New Jersey, North Carolina, South Carolina and Virginia

Central: Arizona, Colorado and Texas

West: California and Nevada

Other: Illinois, Minnesota, Tennessee, Oregon and Washington

Our other reportable segments are Lennar Financial Services, Rialto and Lennar Multifamily. For financial
information about our Homebuilding, Lennar Financial Services, Rialto and Lennar Multifamily operations, you
should review Management’s Discussion and Analysis of Financial Condition and Results of Operations, which is Item
7 of this Report, and our consolidated financial statements and the notes to our consolidated financial statements,
which are included in Item 8 of this Report.

A Brief History of Our Company

We are a national homebuilder that operates in various states with deliveries of 26,563 new homes in 2016. Our
company was founded as a local Miami homebuilder in 1954. We completed our initial public offering in 1971 and
listed our common stock on the New York Stock Exchange in 1972. During the 1980s and 1990s, we entered and
expanded operations in a number of homebuilding markets, including California, Florida and Texas, through both
organic growth and acquisitions, such as Pacific Greystone Corporation in 1997. In 1997, we completed the spin-off
of our then commercial real estate business, LNR Property Corporation. In 2000, we acquired U.S. Home
Corporation, which expanded our operations into New Jersey, Maryland, Virginia, Minnesota and Colorado and
strengthened our position in other states. From 2002 through 2005, we acquired several regional homebuilders, which
brought us into new markets and strengthened our position in several existing markets. From 2010 through 2013, we
expanded our homebuilding operations into the Atlanta, Oregon, Seattle and Nashville markets. Through the most
recent economic downturn, we strengthened and expanded our competitive position through strategic purchases of
land at favorable prices. We are currently focused on maintaining moderate growth in community count and homes
sales, reducing selling, general and administrative expenses by using innovative strategies to reduce customer
acquisition costs, as well as on our soft-pivot land strategy, shortening the average time between when we acquire
land and when we expect to begin building homes on it.

In addition to focusing on growing our core operating platforms, Lennar Homebuilding and Lennar Financial
Services, we have also been focusing on maximizing the value of our investment in other businesses, including Rialto,
Lennar Multifamily and FivePoint (included as one of our Lennar Homebuilding unconsolidated entities), which is
developing three very large multi-use planned developments in California.

On September 22, 2016, we entered into an Agreement and Plan of Merger (the "Merger Agreement") with WCI
Communities, Inc. ("WCI"). WCI is a luxury homebuilder of single and multi-family homes, including a small
percentage of luxury high-rise tower units, with operations in Florida. WCI's homes, tower units and communities are
primarily targeted to move-up, second-home and active adult buyers. Under the Merger Agreement, we will acquire
WCI through a merger for a combination of our Class A common stock and cash totaling $23.50 per share of WCI
common stock. It is currently anticipated that the merger consideration payable to WCI stockholders will be $11.75 in
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cash and $11.75 in Class A common stock, with the Class A common stock valued at the average of its volume
weighted average price on the New York Stock Exchange ("NYSE") on each of the ten NYSE trading days before
closing. However, we have the right to reduce the portion of the merger consideration that will be Class A common
stock and increase the portion that will be cash, including the right to make the entire merger consideration cash.

1

22



Edgar Filing: LENNAR CORP /NEW/ - Form 10-K

Table of Contents

The transaction is subject to approval by WClI's stockholders and it is anticipated that a meeting of WCI's stockholders
to vote will be held in February 2017. If the transaction is approved by the WCI stockholders, it will close promptly
after the stockholder vote.
Homebuilding Operations
Overview
Our homebuilding operations include the construction and sale of single-family attached and detached homes as well
as the purchase, development and sale of residential land directly and through unconsolidated entities in which we
have investments. New home deliveries, including deliveries from unconsolidated entities, were 26,563 in fiscal 2016,
compared to 24,292 in fiscal 2015 and 21,003 in fiscal 2014. We primarily sell single-family attached and detached
homes in communities targeted to first-time homebuyers, move-up homebuyers and active adult homebuyers. The
average sales price of a Lennar home varies depending on product and geographic location. For fiscal 2016, the
average sales price was $361,000, compared to $344,000 in fiscal 2015 and $326,000 in fiscal 2014.
We operate primarily under the Lennar brand name. Our homebuilding mission is focused on the profitable
development of residential communities. Key elements of our strategy include:
Strong Operating Margins - We believe our operating leverage combined with our attractive land purchases position
us for strong operating margins.

Everything’s Included® Approach - We are focused on distinguishing our products, including through our
. Everything’s Include® approach, which maximizes our purchasing power and enables us to include luxury

features as standard items in our homes.
Innovative Homebuilding - We are constantly innovating the homes we build to create products that better meet our
customers' needs and desires. Our Next Gen® home, or a home within a home, provides a unique new home solution
for multi-generational households as homebuyers often need to accommodate children and parents to share the cost of
their mortgage and other living expenses. In fiscal 2016, we delivered 1,186 Next Gen® homes representing an
increase of 18% from the prior year and 4% of total home deliveries, excluding unconsolidated entities. The average
sales price of the Next Gen® homes delivered in fiscal 2016 was $461,000, which is 28% above the average sales
price of total home deliveries, excluding unconsolidated entities.
Flexible Operating Structure - Our local operating structure gives us the flexibility to make operating decisions based
on local homebuilding conditions and customer preferences, while our centralized management structure provides
oversight for our homebuilding operations.
Diversified Program of Property Acquisition
We generally acquire land for development and for the construction of homes that we sell to homebuyers. Land
purchases are subject to specified underwriting criteria and are made through our diversified program of property
acquisition, which may consist of:
Acquiring land directly from individual land owners/developers or homebuilders;
Acquiring local or regional homebuilders that own, or have options to purchase, land in strategic markets;
Acquiring land through option contracts, which generally enables us to control portions of properties owned by third
parties (including land funds) and unconsolidated entities in which we have investments until we have determined
whether to exercise the options;
Acquiring parcels of land through joint ventures or partnerships, which among other benefits, limits the amount of our
eapital invested in land while increasing our access to potential future homesites and allowing us to participate in
strategic ventures;
Acquiring land in conjunction with Lennar Multifamily; and
Acquiring assets from banks and opportunity funds, often through relationships established by our Rialto segment.
At November 30, 2016, we owned 125,879 homesites and had access through option contracts to an additional 33,166
homesites, of which 26,650 homesites were through option contracts with third parties and 6,516 homesites were
through option contracts with unconsolidated entities in which we have investments. At November 30, 2015, we
owned 125,914 homesites and had access through option contracts to an additional 39,949 homesites, of which 33,491
homesites were through option contracts with third parties and 6,458 homesites were through option contracts with
unconsolidated entities in which we have investments.
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Construction and Development

Through our own efforts and those of unconsolidated entities in which Lennar Homebuilding has investments, we are
involved in all phases of planning and building in our residential communities, including land acquisition, site
planning, preparation and improvement of land and design, construction and marketing of homes. We use independent
subcontractors for most aspects of home construction. At November 30, 2016, we were actively building and
marketing homes in 695 communities, including two communities being constructed by unconsolidated entities.

We generally supervise and control the development of land and the design and building of our residential
communities with a relatively small labor force. We hire subcontractors for site improvements and virtually all of the
work involved in the construction of homes. Arrangements with our subcontractors generally provide that our
subcontractors will complete specified work in accordance with price schedules and in compliance with applicable
building codes and laws. The price schedules may be subject to change to meet changes in labor and material costs or
for other reasons. We believe that the sources and availability of raw materials to our subcontractors are adequate for
our current and planned levels of operation. We generally do not own heavy construction equipment. We finance
construction and land development activities primarily with cash generated from operations and debt issuances.

For additional information about our investments in and relationships with unconsolidated entities, see Management’s
Discussion and Analysis of Financial Condition and Results of Operations in Item 7 of this Report.

Marketing

We offer a diversified line of homes for first-time, move-up, active adult and multi-generational homebuyers in a
variety of locations ranging from urban infill communities to suburban golf course communities. Our Everything’s
Included® marketing program simplifies the home buying experience by including the most desirable features as
standard items. This marketing program enables us to differentiate our homes from those of our competitors by
creating value through standard features and competitive pricing, while reducing construction and overhead costs
through a simplified construction process, product standardization and volume purchasing. In addition, our advances
in including solar powered technology and home automation in certain of the homes we sell, enhance our brand and
improve our ability to generate traffic and sales.

We sell our homes primarily from models that we have designed and constructed. We employ new home consultants
who are paid salaries, commissions or both to conduct on-site sales of our homes. We also sell homes through
independent realtors.

Most recently our marketing strategy has shifted to increase advertising through digital channels including paid
search, display advertising, social media and e-mail marketing, all of which drive traffic to our website,
www.lennar.com. This has allowed us to attract more qualified and knowledgeable homebuyers and has contributed to
reduce selling, general and administrative expenses as a percentage of home sales revenues. However, we also
continue to advertise through more traditional media, including newspapers, radio advertisements and other local and
regional publications and on billboards where appropriate. We tailor our marketing strategy and message based on the
community being advertised and the customers being targeted, such as advertising our active adult communities in
areas where prospective active adult homebuyers live or will potentially want to purchase.

Quality Service

We continually strive to improve homeowner customer satisfaction throughout the pre-sale, sale, construction, closing
and post-closing periods. We strive to create a quality home buying experience for our customers through the
participation of sales associates, on-site construction supervisors and customer care associates, all working in a team
effort, which we believe leads to enhanced customer retention and referrals. The quality of our homes is substantially
affected by the efforts of on-site management and others engaged in the construction process, by the materials we use
in particular homes and by other similar factors.

We warrant our new homes against defective materials and workmanship for a minimum period of one year after the
date of closing. Although we subcontract virtually all segments of construction to others and our contracts call for the
subcontractors to repair or replace any deficient items related to their trades, we are primarily responsible to the
homebuyers for the correction of any deficiencies.

Local Operating Structure and Centralized Management
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We balance a local operating structure with centralized corporate level management. Our local operating structure
consists of homebuilding divisions across the country, which are generally managed by a division president, a
controller and personnel focused on land entitlement, acquisition and development, sales, construction, customer
service and purchasing. This local operating structure gives our division presidents and their teams, who generally
have significant experience in the homebuilding industry, and in most instances, in their particular markets, the
flexibility to make local operating decisions,
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including land identification, entitlement and development, the management of inventory levels for our current sales
volume, community development, home design, construction and marketing of our homes. We centralize at the
corporate level decisions related to our overall strategy, acquisitions of land and businesses, risk management,
financing, cash management and information systems.

Backlog

Backlog represents the number of homes under sales contracts. Homes are sold using sales contracts, which are
generally accompanied by deposits. In some instances, purchasers are permitted to cancel sales contracts if they fail to
qualify for financing or under certain other circumstances. We experienced a cancellation rate of 16% in 2016,
compared to 16% and 17% in 2015 and 2014, respectively. We do not recognize revenue on homes under sales
contracts until the sales are closed and title passes to the new homeowners.

The backlog dollar value including unconsolidated entities at November 30, 2016 was $2.9 billion, compared to $2.5
billion at November 30, 2015 and $2.0 billion at November 30, 2014. We expect that substantially all homes currently
in backlog will be delivered in fiscal year 2017.

Lennar Homebuilding Investments in Unconsolidated Entities

We create and participate in joint ventures that acquire and develop land for our homebuilding operations, for sale to
third parties or for use in their own homebuilding operations. Through these joint ventures, we reduce the amount we
invest in order to assure access to potential future homesites, thereby mitigating certain risks associated with land
acquisitions, and, in some instances, we obtain access to land to which we could not otherwise have obtained access or
could not have obtained access on as favorable terms. As of November 30, 2016 and 2015, we had 38 and 34 Lennar
Homebuilding unconsolidated joint ventures, respectively, in which we were participating, and our maximum recourse
debt exposure related to Lennar Homebuilding unconsolidated joint ventures was $52.4 million and $11.0 million,
respectively.

Homebuilding Ancillary Businesses

We have homebuilding ancillary business activities that are related to our homebuilding business, but are not
components of our core homebuilding operations.

FivePoint - On May 2, 2016, we, through our wholly-owned subsidiaries, contributed, or obtained the right to
contribute, our investments in three strategic joint ventures which include the entities that own the Newhall Ranch,
Great Park Neighborhoods, and The San Francisco Shipyard and Candlestick Point (the "Shipyard Venture") master
planned mixed-used developments in California previously managed by FivePoint Communities, in exchange for an
investment in a FivePoint entity, which is currently included within our Lennar Homebuilding unconsolidated entities.
A portion of the assets in the Shipyard Venture was retained by us and our Shipyard Venture partner.

Sunstreet - Our solar business is focused on providing homeowners through solar purchases or lease programs,
high-efficiency solar power systems that generate much of a home's annual expected energy needs. In fiscal 2016,
Sunstreet expanded its operations into Florida, Oregon and Washington and exited its Nevada operations due to
regulation changes. In addition to these states, Sunstreet also operates in California, Colorado, Maryland and Texas.
Lennar Financial Services Operations

Mortgage Financing

We offer conforming conventional, FHA-insured and V A-guaranteed residential mortgage loan products and other
home mortgage products to buyers of our homes and others through our financial services subsidiary, Universal
American Mortgage Company, LL.C, which includes Universal American Mortgage Company, LLC, d/b/a Eagle
Home Mortgage, from locations in most of the states in which we have homebuilding operations, as well as some
other states. In 2016, our financial services subsidiaries provided loans to 82% of our homebuyers who obtained
mortgage financing in areas where we offered services. Because of the availability of mortgage loans from our
financial services subsidiaries, as well as from independent mortgage lenders, we believe almost all credit worthy
potential purchasers of our homes have access to financing.

During 2016, we originated approximately 33,500 residential mortgage loans totaling $9.3 billion, compared to 32,600
residential mortgage loans totaling $8.9 billion during 2015. Substantially all of the residential mortgage loans we
originate are sold within a short period in the secondary mortgage market, the majority of which are sold on a
servicing released, non-recourse basis. After the loans are sold, we retain potential liability for possible claims by
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purchasers that we breached certain limited industry-standard representations and warranties in the loan sale
agreements.

We finance our mortgage loan activities with borrowings under our financial services warehouse facilities or from our
operating funds. At November 30, 2016, our Lennar Financial Services had three warehouse facilities maturing at
various dates through fiscal 2017 with a total maximum aggregate commitment of $1.3 billion including an
uncommitted amount of $250
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million. We expect the facilities to be renewed or replaced with other facilities when they mature. We have a
corporate risk management policy under which we hedge our interest rate risk on rate-locked loan commitments and
loans held-for-sale to mitigate exposure to interest rate fluctuations.

Title and Other Insurance and Closing Services

We provide title insurance and closing services to our homebuyers and others. During 2016, we provided title and
closing services for approximately 116,000 real estate transactions, and issued approximately 298,900 title insurance
policies through our underwriter, North American Title Insurance Company, compared to 108,600 real estate
transactions and 263,500 title insurance policies during 2015. Title and closing services by agency subsidiaries are
provided in Alabama, Arizona, California, Colorado, Delaware, District of Columbia, Georgia, Florida, Illinois,
Indiana, Iowa, Kansas, Kentucky, Louisiana, Maine, Maryland, Massachusetts, Michigan, Minnesota, Mississippi,
Missouri, Montana, Nevada, New Jersey, New York, North Carolina, North Dakota, Ohio, Pennsylvania, South
Carolina, Tennessee, Texas, Utah, Virginia, West Virginia and Wisconsin. Title insurance services are provided in 40
states.

We also provide our homebuyers and others with personal lines, property and casualty insurance products through our
insurance agency subsidiary, North American Advantage Insurance Services, LLC, which operates in the same states
as our homebuilding divisions, as well as other states. During 2016 and 2015, we issued, as agent, approximately
13,500 and 10,700 new homeowner policies, respectively, and renewed approximately 27,700 and 17,200 homeowner
policies, respectively.

Rialto Operations

The Rialto segment is a commercial real estate, investment management, and finance company. Rialto’s primary focus
is to manage third-party capital and to originate commercial mortgage loans which it sells into securitizations. It also
has invested its own capital in mortgage loans, properties and real estate related securities.

Rialto is the sponsor of and an investor in private equity vehicles, listed in the table below, that invest in and manage
real estate related assets and other related investments:

Private Equity Vehicle Inception Year Commitment

Rialto Real Estate Fund, LP 2010 $700 million (including $75 million by us)
Rialto Real Estate Fund II, LP 2012 $1.3 billion (including $100 million by us)
Rialto Mezzanine Partners Fund, LP 2013 $300 million (including $34 million by us)
Rialto Capital CMBS Funds 2014 $119 million (including $52 million by us)
Rialto Real Estate Fund III 2015 $1.3 billion (including $100 million by us)
Rialto Credit Partnership, LP 2016 $220 million (including $20 million by us)

Rialto also earns fees for its role as a manager of these vehicles and for providing asset management and other
services to those vehicles and other third parties. In addition, Rialto owns general partner interests in each of the
funds, which entitle it to a share of the sums distributed by the funds after investors have recovered their investments
and received specified internal rates of return on those investments ("carried interests"). During the years ended
November 30, 2016, 2015 and 2014, Rialto received $10.1 million, $20.0 million and $34.7 million, respectively, of
advance distributions with regard to its carried interests in its real estate funds in order to cover income tax obligations
resulting from allocations of taxable income to Rialto's carried interests in these funds. These advance distributions are
not subject to clawbacks but will reduce future carried interest payments to which Rialto becomes entitled from the
applicable funds.

For Funds I, II and III, in order to protect investors in the Funds, we agreed that while the Funds were seeking
investments (which no longer is the case with regard to Fund I and Fund II) we would not make investments that are
suitable for the applicable Fund, except to the extent an Advisory Committee of the Fund decides that the Fund should
not make particular investments, with an exception enabling us to purchase properties for use in connection with our
homebuilding operations.

Rialto Mortgage Finance ("RMF") originates and sells into securitizations five, seven and ten year commercial first
mortgage loans, generally with principal amounts between $2 million and $75 million, which are secured by income
producing properties. RMF also originates floating rate loans secured by commercial real estate properties, many of
which are undergoing transition, including properties undergoing lease-up, sell-out and renovation or repositioning. In
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order to finance RMF lending activities, as of November 30, 2016, RMF has secured four warehouse repurchase
financing agreements maturing between 2017 and 2018 with commitments totaling $1.1 billion, which includes $100
million for floating rate loans.
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Lennar Multifamily Operations

We have been actively involved, primarily through unconsolidated entities, in the development, construction and
property management of multifamily rental properties. Our Lennar Multifamily segment focuses on developing a
geographically diversified portfolio of institutional quality multifamily rental properties in select U.S. markets.
During the year ended November 30, 2016, our Lennar Multifamily segment continued to grow as a leading developer
of apartment communities across the country with interests in 53 communities with development costs of
approximately $4.8 billion, of which five communities were completed and operating, 13 communities were partially
completed and leasing, 24 communities were under construction and the remaining communities were either owned or
under contract. As of November 30, 2016, our Lennar Multifamily segment had a pipeline of future projects totaling
$2.8 billion in assets across a number of states that will be developed primarily by unconsolidated entities.

Our Lennar Multifamily segment had equity investments in 28 and 29 unconsolidated entities (including the Lennar
Multifamily Venture, described below) as of November 30, 2016 and 2015, respectively. During the year ended
November 30, 2016, our Lennar Multifamily segment sold seven operating properties through its unconsolidated
entities resulting in the segment's $91.0 million share of gains included within Lennar Multifamily equity in earnings
from unconsolidated entities. During the years ended November 30, 2015 and 2014, our Lennar Multifamily segment
sold two operating properties each year through its unconsolidated entities resulting in the segment's $22.2 million and
$14.7 million share of gains included within Lennar Multifamily equity in earnings from unconsolidated entities,
respectively.

In 2015, the Lennar Multifamily segment completed the initial closing of the Lennar Multifamily Venture (the
"Venture") for the development, construction and property management of class-A multifamily assets with $1.1
billion of commitments. During the year ended November 30, 2016, the Venture received an additional $1.1 billion of
equity commitments completing the fund raising for the Venture and increasing its total commitments to $2.2 billion,
including a $504 million co-investment commitment by us. As of November 30, 2016, $931.6 million of the $2.2
billion in equity commitments had been called, of which we have contributed $215.8 million representing our pro-rata
portion of the called equity, resulting in a remaining equity commitment for us of $288.2 million.

For additional information about our investments in and relationships with unconsolidated entities, see Management’s
Discussion and Analysis of Financial Condition and Results of Operations in Item 7 of this Report.

Seasonality

We historically have experienced, and expect to continue to experience, variability in quarterly results. Our
homebuilding business is seasonal in nature and generally reflects higher levels of new home order activity in our
second fiscal quarter and increased deliveries in the second half of our fiscal year. However, periods of economic
downturn in the industry can alter seasonal patterns.

Competition

The residential homebuilding industry is highly competitive. We compete for homebuyers in each of the market
regions where we operate with numerous national, regional and local homebuilders, as well as with resales of existing
homes and with the rental housing market. We compete for homebuyers on the basis of a number of interrelated
factors including location, price, reputation, amenities, design, quality and financing. In addition to competition for
homebuyers, we also compete with other homebuilders for desirable properties, raw materials and access to reliable,
skilled labor. We compete for land buyers with third parties in our efforts to sell land to homebuilders and others. We
believe we are competitive in the market regions where we operate primarily due to our:

Everything’s Include® marketing program, which simplifies the home buying experience by including most desirable
features as standard items;

Innovative home designs, such as our Next Gen® homes that provide both privacy and togetherness for the
multi-generational families;

Financial position, where we continue to focus on inventory management and liquidity;

Access to land, particularly in land-constrained markets;

Access to distressed assets, primarily through relationships established by our Rialto segment;

Pricing to current market conditions through sales incentives offered to homebuyers;

Cost efficiencies realized through our national purchasing programs and production of value-engineered homes; and
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Quality construction and home warranty programs, which are supported by a responsive customer care team.
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Our financial services operations compete with other mortgage lenders, including national, regional and local
mortgage bankers and brokers, banks, savings and loan associations and other financial institutions, in the origination
and sale of residential mortgage loans. Principal competitive factors include interest rates and other features of
mortgage loan products available to the consumer. We compete with other title insurance agencies and underwriters
for closing services and title insurance. Principal competitive factors include service and price.

The business of Rialto, and the funds it manages, of purchasing distressed real estate related assets is highly
competitive and fragmented. A number of entities and funds have been formed in recent years for the purpose of
acquiring real estate related assets and it is likely that additional entities and funds will be formed for this purpose
during the next several years. We compete in the marketplace for assets based on many factors, including purchase
price, representations, warranties and indemnities, timeliness of purchase decisions and reputation. In marketing of
real estate investment funds we sponsor, we compete with a large variety of asset managers, including banks and other
financial institutions and real estate investment firms. Rialto’s RMF business competes with other commercial
mortgage lenders in a competitive market and its profitability depends on our ability to originate commercial real
estate loans and sell them into securitizations at attractive prices.

Some of Rialto's competitors are substantially larger and have a lower cost of funds and greater financial, technical,
marketing and other resources than Rialto and have access to funding sources that may not be available to Rialto. In
addition, some of Rialto's competitors may have higher risk tolerances or make different risk assessments, than Rialto
does, which could allow them to consider a wider variety of investments and establish more relationships than Rialto.
We believe that our major distinction from many of our competitors is that Rialto's team is made up of experienced
managers who engage in working out and /or adding value to real estate assets and have been doing that for several
years. RMF business is made up of highly seasoned managers who have been originating and securitizing loans for
over 25 years with long-standing relationships and can leverage Rialto’s/Lennar’s infrastructure facilities for a rapid
market entrance as well as Rialto’s current underwriting platform. Additionally, because we are a lender or capital
provider to developers, we believe having our homebuilding team participating in the underwriting process provides
us with a distinct advantage in our evaluation of real estate assets. We believe that our experienced team and the
infrastructure already in place give the Rialto segment an advantage and position the segment well when compared to
a number of our competitors.

Our multifamily operations compete with other multifamily apartment developers and operators, including REITs,
across the United States. In addition, our multifamily operations compete in securing capital, partners and equity, and
in securing tenants within the large supply of already existing rental apartments. Principal competitive factors include
location, rental price and quality, and management of the apartment buildings.

Regulation

The residential communities and multifamily apartment developments that we build are subject to a large variety of
local, state and federal statutes, ordinances, rules and regulations relating to, among other things, zoning, construction
permits or entitlements, construction materials, density, building design and property elevation, building codes and
handling of waste. These include laws requiring the use of construction materials that reduce the need for
energy-consuming heating and cooling systems. These laws and regulations are subject to frequent change and often
increase construction costs. In some instances, we must comply with laws that require commitments from us to
provide roads and other offsite infrastructure, and may require them to be in place prior to the commencement of new
construction. These laws and regulations are usually administered by counties and municipalities and may result in
fees and assessments or building moratoriums. In addition, certain new development projects are subject to
assessments for schools, parks, streets and highways and other public improvements, the costs of which can be
substantial. Also, some states are attempting to make homebuilders responsible for violations of wage and other labor
laws by their subcontractors. Recent National Labor Relations Board decisions may give support to these efforts if
they are upheld on appeal.

Residential homebuilding and apartment development are also subject to a variety of local, state and federal statutes,
ordinances, rules and regulations concerning the protection of health and the environment. These environmental laws
include such areas as storm water and surface water management, soil, groundwater and wetlands protection,
subsurface conditions and air quality protection and enhancement. Environmental laws and existing conditions may
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result in delays, may cause us to incur substantial compliance and other costs and may prohibit or severely restrict
homebuilding activity in environmentally sensitive regions or areas. For example, a 2015 decision of the California
Supreme Court will delay the start of a California master planned mixed-use development in which we have an
investment.

In recent years, several cities and counties in which we have developments have submitted to voters "slow growth"
initiatives and other ballot measures that could impact the affordability and availability of land suitable for residential
development within those localities. Although many of these initiatives have been defeated, we believe that if similar
initiatives were approved, residential construction by us and others within certain cities or counties could be seriously
impacted.
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In order to make it possible for some of our homebuyers to obtain FHA-insured or VA-guaranteed mortgages, we
must construct the homes they buy in compliance with regulations promulgated by those agencies. Various states have
statutory disclosure requirements relating to the marketing and sale of new homes. These disclosure requirements vary
widely from state-to-state. In addition, some states require that each new home be registered with the state at or before
the time title is transferred to a buyer (e.g., the Texas Residential Construction Commission Act). In some states, we
are required to be registered as a licensed contractor and comply with applicable rules and regulations. In various
states, our new home consultants are required to be registered as licensed real estate agents and to adhere to the laws
governing the practices of real estate agents.

Our mortgage and title subsidiaries must comply with applicable real estate, lending and insurance laws and
regulations. The subsidiaries are licensed in the states in which they do business and must comply with laws and
regulations in those states. These laws and regulations include provisions regarding capitalization, operating
procedures, investments, lending and privacy disclosures, forms of policies and premiums. The Dodd-Frank Wall
Street Reform and Consumer Protection Act contains a number of requirements relating to mortgage lending and
securitizations. These include, among others, minimum standards for lender practices, limitations on certain fees and a
requirement that the originator of loans that are securitized retain a portion of the risk, either directly or by holding
interests in the securitizations.

Several federal, state and local laws, rules, regulations and ordinances, including, but not limited to, the Federal Fair
Debt Collection Practices Act ("FDCPA") and the Federal Trade Commission Act and comparable state statutes,
regulate consumer debt collection activity. Although, for a variety of reasons, we may not be specifically subject to
the FDCPA or certain state statutes that govern debt collectors, it is our policy to comply with applicable laws in our
collection activities. To the extent that some or all of these laws apply to our collection activities, our failure to
comply with such laws could have a material adverse effect on us. We are also subject to regulations promulgated by
the Federal Consumer Financial Protection Bureau regarding residential mortgage loans.

Because Rialto manages real estate asset investments, mezzanine loan and commercial mortgage-backed securities
("CMBS") funds and two entities partly owned by the FDIC, one of Rialto's entities is registered as an investment
adviser under the Investment Advisers Act of 1940. This Act has requirements related to dealings between investment
advisers and the entities they advise and imposes record keeping and disclosure obligations on investment advisers.
Our RMF subsidiary must comply with laws and regulations applicable to commercial mortgage lending. Rialto or its
subsidiaries must be licensed in states in which they make loans and must comply with laws and regulations in those
states.

Associates

At November 30, 2016, we employed 8,335 individuals of whom 4,351 were involved in the Lennar Homebuilding
operations, 3,224 were involved in the Lennar Financial Services operations, 365 were involved in the Rialto
operations and 395 were involved in the Lennar Multifamily operations, compared to November 30, 2015, when we
employed 7,749 individuals of whom 4,138 were involved in the Lennar Homebuilding operations, 2,914 were
involved in the Lennar Financial Services operations, 392 were involved in the Rialto operations and 305 were
involved in the Lennar Multifamily operations. We do not have collective bargaining agreements relating to any of
our associates. However, we subcontract many phases of our homebuilding operations and some of the subcontractors
we use have employees who are represented by labor unions.

NYSE Certification

On April 15, 2016, we submitted our Annual CEO Certification to the New York Stock Exchange ("NYSE") in
accordance with NYSE's listing standards. The certification was not qualified in any respect.

Item 1A. Risk Factors.

The following are what we believe to be the principal risks that could materially affect us and our businesses.
Market and Economic Risks

The homebuilding recovery has continued its progression at a slow and steady pace; however, a downturn in the
recovery or decline in economic conditions could adversely affect our operations.
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In fiscal 2016, we continued to experience a steadily improving housing market, and we saw increases in new sales
contracts signed and homes delivered compared with the prior year. However, demand for new homes is sensitive to
changes in economic conditions such as the level of employment, consumer confidence, consumer income, the
availability of financing and interest rate levels. The prior economic downturn severely affected both the numbers of
homes we could sell and the prices for which we could sell them. We cannot predict whether the recovery in the
housing market will continue. If the recovery were to slow or stop, or there were another economic downturn, the
resulting decline in demand for new homes would negatively impact our business, results of operations and financial
condition.
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During the prior economic downturn, we had to take significant write-downs on the carrying values of land we
owned and of option values. A future decline in land values could result in similar write-downs.

Inventory risks are substantial for our homebuilding business. There are risks inherent in controlling, owning and
developing land and if housing demand declines, we may own land or homesites we acquired at costs we will not be
able to recover fully, or on which we cannot build and sell homes profitably. This is particularly true when entitled
land becomes increasingly scarce, as it has recently, and the cost of purchasing such land may be relatively high. Also,
there can be significant fluctuations in the value of our owned undeveloped land, building lots and housing inventories
related to changes in market conditions. As a result, our deposits for building lots controlled under option or similar
contracts may be put at risk, we may have to sell homes or land for lower than anticipated profit margins or we may
have to record inventory impairment charges with regard to our developed and undeveloped land and lots. When
demand for homes fell during the most recent recession, we were required to take significant write-downs of the
carrying value of our land inventory and we elected not to exercise many options to purchase land, even though that
required us to forfeit deposits and write-off pre-acquisition costs. Although we have reduced our exposure to costs of
that type, a certain amount of exposure is inherent in our homebuilding business. If market conditions were to
deteriorate significantly in the future, we could again be required to make significant write downs with regard to our
land inventory, which would decrease the asset values reflected on our balance sheet and adversely affect our earnings
and our stockholders' equity.

Inflation may adversely affect us by increasing costs beyond what we can recover through price increases.

Inflation can adversely affect us by increasing costs of land, materials and labor. In addition, significant inflation is
often accompanied by higher interest rates, which have a negative impact on demand for our homes. In an inflationary
environment, depending on homebuilding industry and other economic conditions, we may be precluded from raising
home prices enough to keep up with the rate of inflation, which would reduce our profit margins. Although the rate of
inflation has been low for the last several years, in recent years we have been experiencing increases in the prices of
labor and materials above the general inflation rate.

Homebuilding, mortgage lending, distressed asset investing and multifamily rentals are very competitive industries,
and competitive conditions could adversely affect our business or financial results.

Homebuilding. The homebuilding industry is highly competitive. Homebuilders compete not only for homebuyers,
but also for desirable land, financing, raw materials, skilled management and labor resources. We compete in each of
our markets with numerous national, regional and local homebuilders. We also compete with sellers of existing
homes, including foreclosed homes, and with rental housing. These competitive conditions can reduce the number of
homes we deliver, negatively impact our selling prices, reduce our profit margins, and cause impairments in the value
of our inventory or other assets. Competition can also affect our ability to acquire suitable land, raw materials and
skilled labor at acceptable prices or other terms.

Lennar Financial Services. Our Lennar Financial Services business competes with other mortgage lenders, including
national, regional and local banks and other financial institutions. Mortgage lenders who have greater access to low
cost funds, superior technologies or different lending criteria than we do may be able to offer more attractive financing
to potential customers than we can.

Rialto. There are many firms and investment funds that compete with Rialto in trying to acquire distressed mortgage
debt, foreclosed properties and other real estate related assets. At least some of the firms with which Rialto competes,
or will compete, for investment opportunities have, or will have, a cost of funds or targeted investment return that is
lower than that of Rialto or the funds it manages, and therefore those firms may be able to pay more for investment
opportunities than would be prudent for Rialto or the funds it manages. Our RMF business competes with national and
regional banks as well as smaller community banks within the various markets in which we operate and non-bank
lenders, many of which are far larger than RMF or have access to lower cost funds than we do.

Lennar Multifamily. Our multifamily rental business competes with other multifamily apartment developers and
operators at locations across the United States where we have investments in rental properties. We also compete in
securing partners, equity capital and debt financing, and we compete in securing tenants with the large supply of
already existing or newly built rental apartments, as well as with sellers of homes. These competitive conditions could
negatively impact the ability of the ventures in which we are participating to find renters for the apartments they are
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building or the prices for which those apartments can be rented.

Operational Risks

We may be subject to significant potential liabilities as a result of warranty and liability claims made against us.
As a homebuilder, we are subject in the ordinary course of our business to warranty and construction defect claims.
We are also subject to claims for injuries that occur in the course of construction activities. We record warranty and
other reserves for the homes we sell based on historical experience in our markets and our judgment of the qualitative
risks associated with the
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types of homes we build. We have, and many of our subcontractors have, general liability, property, workers
compensation and other business insurance. These insurance policies are intended to protect us against a portion of
our risk of loss from claims, subject to certain self-insured retentions, deductibles and coverage limits. However, it is
possible that this insurance will not be adequate to address all warranty, construction defect and liability claims to
which we are subject. Additionally, the coverage offered and the availability of general liability insurance for
construction defects are currently limited and policies that can be obtained are costly and often include exclusions
based upon past losses those insurers suffered as a result of use of defective products in homes we and many other
homebuilders built. As a result, an increasing number of our subcontractors are unable to obtain insurance, and we
have in many cases had to waive our customary insurance requirements, which increases our and our insurers’
exposure to claims and increases the possibility that our insurance will not be adequate to protect us for all the costs
we incur.

Products supplied to us and work done by subcontractors can expose us to risks that could adversely affect our
business.

We rely on subcontractors to perform the actual construction of our homes, and in many cases, to select and obtain
building materials. Despite our detailed specifications and quality control procedures, in some cases, subcontractors
may use improper construction processes or defective materials. Defective products widely used by the homebuilding
industry can result in the need to perform extensive repairs to large numbers of homes. The cost of complying with
our warranty obligations may be significant if we are unable to recover the cost of repairs from subcontractors,
materials suppliers and insurers.

We also can suffer damage to our reputation, and may be exposed to possible liability, if subcontractors fail to comply
with applicable laws, including laws involving things that are not within our control. When we learn about possibly
improper practices by subcontractors, we try to cause the subcontractors to discontinue them. However, we are not
always able to do that, and even when we can, it may not avoid claims against us relating to what the subcontractors
already did.

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

Increased costs or shortages of skilled labor and/or lumber, framing, concrete, steel and other building materials could
cause increases in construction costs and construction delays. During 2016, we experienced increases in the prices of
some building materials and shortages of skilled labor in some areas. We generally are unable to pass on increases in
construction costs to customers who have already entered into purchase contracts, as those contracts generally fix the
price of the homes at the time the contracts are signed, which may be well in advance of the construction of the
homes. Sustained increases in construction costs may, over time, erode our margins, particularly if pricing competition
or weak demand restricts our ability to pass additional costs of materials and labor on to homebuyers.

Reduced numbers of home sales extend the time it takes us to recover land purchase and property development
costs.

We incur many costs even before we begin to build homes in a community. Depending on the stage of development a
land parcel is in when we acquire it, these may include costs of preparing land, finishing and entitling lots, installing
roads, sewers, water systems and other utilities, taxes and other costs related to ownership of the land on which we
plan to build homes. If the rate at which we sell and deliver homes slows, or if we delay the opening of new home
communities, we may incur additional pre-construction costs and it may take longer for us to recover our costs.
Increased demand for homes could require us to increase our corporate credit line, and our inability to do that
could limit our ability to take full advantage of market opportunities.

Our business requires that we be able to finance the development of our residential communities. One of the ways we
do this is with bank borrowings. At November 30, 2016, we had a $1.8 billion revolving credit facility with a group of
banks (the "Credit Facility"), which includes a $298 million accordion feature, subject in part to additional
commitments. If market conditions strengthen to the point that we need additional funding but we are not able to
increase our Credit Facility or obtain funds from other types of financings, that could prevent us from taking full
advantage of the enhanced market opportunities.
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Failure to comply with the covenants and conditions imposed by our credit facilities could restrict future borrowing
or cause our debt to become immediately due and payable.

The agreement governing our Credit Facility (the "Credit Agreement") makes it a default if we fail to pay principal or
interest when it is due (subject in some instances to grace periods) or to comply with various covenants, including
covenants regarding financial ratios. In addition, our Lennar Financial Services segment has warehouse facilities to
finance its lending activities and our Rialto segment has warehouse facilities to finance its mortgage origination
activities. If we default under the Credit Agreement or our warehouse facilities, the lenders will have the right to
terminate their commitments to lend and to require immediate repayment of all outstanding borrowings. This could
reduce our available funds at a time when we are having difficulty generating all the funds we need from our
operations, in capital markets or otherwise, and restrict our ability to obtain financing in the future. Further, Rialto's
7.00% senior notes due 2018 contain restrictive covenants imposing operational
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and financial restrictions on our Rialto segment, including restrictions that may limit Rialto’s ability to sell assets, pay
dividends or make other distributions, enter into transactions with affiliates or incur additional indebtedness. In
addition, if we default under the Credit Agreement or our warehouse facilities, it could cause the amounts outstanding
under our senior notes to become immediately due and payable, which would have a material adverse impact on our
consolidated financial condition.
We have a substantial level of indebtedness which may have an adverse effect on our business or limit our ability to
take advantage of business, strategic or financing opportunities.
As of November 30, 2016, our consolidated debt, net of debt issuance costs, and excluding amounts outstanding under
our credit facilities, was $5.0 billion. The indentures governing our senior notes do not restrict our incurrence of future
secured or unsecured debt, and the agreement governing our Credit Facility allows us to incur a substantial amount of
future unsecured debt. Our substantial level of indebtedness increases the possibility that we may be unable to
generate cash sufficient to pay the principal, interest or other amounts due on our indebtedness. Our reliance on debt
to help support our operations exposes us to a number of risks, including:
we may be more vulnerable to general adverse economic and homebuilding industry conditions;
we may have to pay higher interest rates upon refinancing indebtedness if interest rates rise, thereby reducing our
earnings and cash flows;
we may find it difficult to, or may be unable to, obtain additional financing to fund future working capital,
capital expenditures and other general corporate requirements that would be in our best long-term interests;
we may be required to dedicate a substantial portion of our cash flow from operations to the payment of principal and
interest on our debt, reducing the cash flow available to fund operations and investments;
we may have reduced flexibility in planning for, or reacting to, changes in our businesses or the industries in which
they are conducted;
we may have a competitive disadvantage relative to other companies in our industry that are less leveraged; and
we may be required to sell debt or equity securities or sell some of our core assets, possibly on unfavorable terms, in
order to meet payment obligations.
Our inability to obtain performance bonds could adversely affect our results of operations and cash flows.
We often are required to provide surety bonds to secure our performance or obligations under construction contracts,
development agreements and other arrangements. At November 30, 2016, we had outstanding surety bonds of $1.4
billion including performance surety bonds related to site improvements at various projects (including certain projects
of our joint ventures) and financial surety bonds including $223.4 million related to pending litigation. Although
significant development and construction activities have been completed related to these site improvements, these
bonds are generally not released until all development and construction activities are completed. Our ability to obtain
surety bonds primarily depends upon our credit rating, financial condition, past performance and similar factors, the
capacity of the surety market and the underwriting practices of surety bond issuers. The ability to obtain surety bonds
also can be impacted by the willingness of insurance companies to issue performance bonds for construction and
development activities. If we are unable to obtain surety bonds when required, our results of operations and cash flows
could be adversely affected.
Our Lennar Financial Services segment and RMF have warehouse facilities that mature between 2017 and 2018,
and if we cannot renew or replace these facilities, we may have to reduce our mortgage lending and origination
activities.
Our Lennar Financial Services segment has an aggregate committed and uncommitted amount under three warehouse
repurchase credit facilities that totaled $1.3 billion as of November 30, 2016, all of which will mature during 2017.
Our Lennar Financial Services segment uses these facilities to finance its mortgage lending activities until the
mortgage loans it originates are sold to investors. In addition, RMF, the commercial mortgage lender in our Rialto
segment, has an aggregate committed amount under four warehouse repurchase credit facilities that totaled $1.1
billion as of November 30, 2016, all of which will mature between 2017 and 2018. RMF uses these facilities primarily
to finance its mortgage origination activities. We expect these facilities to be renewed or replaced with other facilities
when they mature. If we were unable to renew or replace these facilities on favorable terms or at all when they mature,
that could seriously impede the activities of our Lennar Financial Services segment and RMF, as applicable, which
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would have a material adverse impact on our financial results.

We conduct some of our operations through joint ventures with independent third parties and we can be adversely
impacted by our joint venture partners’ failures to fulfill their obligations or decisions to act contrary to our wishes.
In our Homebuilding and Lennar Multifamily segments, we participate in joint ventures in order to help us acquire
attractive land positions, to manage our risk profile and to leverage our capital base. In certain circumstances, the joint
venture participants, including ourselves, are required to provide guarantees of obligations relating to the joint
ventures, such as completion and environmental guarantees. If a joint venture partner does not perform its obligations,
we may be required to bear more than our proportional share of the cost of fulfilling them. For example, in connection
with our Lennar Multifamily
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business, and its joint ventures, we and the other venture participants have assumed certain obligations to complete
construction of multifamily residential buildings at agreed upon costs, which could make us and the other venture
participants responsible for cost over-runs. Although all the participants in a venture are normally responsible for
sharing the costs of fulfilling obligations of that type, if some of the venture participants are unable or unwilling to
meet their share of the obligations, we may be held responsible for some or all of the defaulted payments. In addition,
because we do not have a controlling interest in most of the joint ventures in which we participate, we may not be able
to cause joint ventures to sell assets, return invested capital or take other actions when such actions might be in our
best interest.

Several of the joint ventures in which we participate will in the relatively near future be required to repay, refinance,
renegotiate or extend their borrowings. If any of those joint ventures are unable to do this, we could be required to
provide at least a portion of the funds the joint ventures need to be able to repay the borrowings and to conduct the
activities for which they were formed, which could adversely affect our financial position.

The loss of the services of members of our senior management or a significant number of our employees could
negatively affect our business.

Our success depends to a significant extent upon the performance and active participation of our senior management,
many of whom have been with the Company for a significant number of years. If we were to lose members of our
senior management, we might not be able to find appropriate replacements on a timely basis and our operations could
be negatively affected. Also, the loss of a significant number of operating employees and our inability to hire qualified
replacements could have a material adverse effect on our business.

Our access to capital and our ability to obtain additional financing could be affected by any downgrade of our
credit ratings.

Our corporate credit rating and ratings of our senior notes affect, among other things, our ability to access new capital,
especially debt, and the costs of that new capital. A substantial portion of our access to capital is through the issuance
of senior notes, of which we have $4.4 billion outstanding, net of debt issuance costs, and excluding Rialto's 7.00%
senior notes due 2018, as of November 30, 2016. Among other things, we rely on proceeds of debt issuances to pay
the principal of existing senior notes when they mature. Negative changes in the ratings of our senior notes could
make it difficult for us to sell senior notes in the future and could result in more stringent covenants and higher interest
rates with regard to new senior notes we issue.

Natural disasters and severe weather conditions could delay deliveries and increase costs of new homes in affected
areas, which could harm our sales and results of operations.

Many of our homebuilding operations are conducted in areas that are subject to natural disasters, including hurricanes,
earthquakes, droughts, floods, wildfires and severe weather. The occurrence of natural disasters or severe weather
conditions can delay new home deliveries, increase costs by damaging inventories and lead to shortages of labor and
materials in areas affected by the disasters, and can negatively impact the demand for new homes in affected areas. If
our insurance does not fully cover business interruptions or losses resulting from these events, our results of
operations could be adversely affected.

If our homebuyers are not able to obtain suitable financing, that would reduce demand for our homes and our
home sales revenues.

Most purchasers of our homes obtain mortgage loans to finance a substantial portion of the purchase price of the
homes they purchase. While the majority of our homebuyers obtain their mortgage financing from Lennar Financial
Services, others obtain mortgage financing from banks and other independent lenders. The uncertainties in the
mortgage markets and increased government regulation could adversely affect the ability of potential homebuyers to
obtain financing for home purchases, thus preventing them from purchasing our homes. Among other things, changes
made by Fannie Mae, Freddie Mac and FHA/V A to sponsored mortgage programs, as well as changes made by
private mortgage insurance companies, have reduced the ability of many potential homebuyers to qualify for
mortgages. Principal among these are higher income requirements, larger required down payments, increased reserves
and higher required credit scores. In addition, there continues to be uncertainty regarding the future of Fannie Mae and
Freddie Mac, including proposals that they reduce or terminate their role as the principal sources of liquidity in the
secondary market for mortgage loans. It is not clear how, if Fannie Mae and Freddie Mac were to curtail their
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secondary market mortgage loan purchases, the liquidity they provide would be replaced. There is a substantial
possibility that substituting an alternate source of liquidity would increase mortgage interest rates, which would
increase the buyers' effective costs of the homes we sell, and therefore could reduce demand for our homes and
adversely affect our results of operations.
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Our Lennar Financial Services segment can be adversely affected by reduced demand for our homes or by a
slowdown in mortgage refinancings.

Approximately 55% of the mortgage loans made by our Lennar Financial Services segment in 2016 were made to
buyers of homes we built. Therefore, a decrease in the demand for our homes would adversely affect the revenues of
this segment of our business. In addition, the revenues of our Lennar Financial Services segment would be adversely
affected by a decrease in refinance transactions, if mortgage interest rates rise.

If our ability to sell mortgages into the secondary market is impaired, that could significantly reduce our ability to
sell homes unless we are willing to become a long-term investor in loans we originate.

Substantially all of the residential mortgage loans we originate are sold within a short period in the secondary
mortgage market on a servicing released, non-recourse basis. If we became unable to sell loans into the secondary
mortgage market or directly to Fannie Mae and Freddie Mac, we would have to either curtail our origination of
mortgage loans, which among other things, could significantly reduce our ability to sell homes, or commit our own
funds to long term investments in mortgage loans, which, in addition to requiring us to deploy substantial amounts of
our own funds, could delay the time when we recognize revenues from home sales on our statements of operations.
We may be liable for certain limited representations and warranties we make in connection with sale of loans.
While substantially all of the residential mortgage loans we originate are sold within a short period in the secondary
mortgage market on a servicing released, non-recourse basis, we remain responsible for certain limited representations
and warranties we make in connection with such sales. Mortgage investors could seek to have us buy back mortgage
loans or compensate them for losses incurred on mortgage loans that we have sold based on claims that we breached
our limited representations or warranties. In addition, when our Rialto segment sells loans to securitization trusts or
other purchasers, it gives limited industry standard representations and warranties about the loans, which, if incorrect,
may require it to repurchase the loans, replace them with substitute loans or indemnify persons for losses or expenses
incurred as a result of breaches of representations and warranties. If we have significant liabilities with respect to such
claims, it could have an adverse effect on our results of operations, and possibly our financial condition.

New mortgage products that we may offer may expose us to liability.

Through our Lennar Financial Services segment, we offer non-Qualified Mortgage loan products which, unlike
Qualified Mortgages, do not benefit from a presumption that when the loan is made the borrower has the ability to
repay the loan. While we have taken substantial steps to try to mitigate exposure to bad credits and to insure that as to
each loan we have made a reasonable determination that the borrower will have the ability to repay the loan, this type
of product has increased risk and exposure to litigation and claims of borrowers. If we were to make a loan as to
which we did not satisfy the regulatory standards for ascertaining the borrower's ability to repay the loan, the
consequences could include giving the borrower a defense to repayment of the loan, which might prevent us from
collecting interest and principal on that loan. If we have sold the loan or the servicing of the loan, failure to properly
ascertain the borrower's ability to repay the loan may violate the representations and warranties we made in such a sale
and impose upon us an obligation to repurchase the loan.

If real estate Rialto acquires through foreclosures is not properly valued when it is acquired, we could be required
to take valuation charge-offs, which would reduce our earnings.

When a loan is foreclosed upon and we take title to the property, we obtain a valuation of the property and base its
book value on that valuation. The book value of the foreclosed property is periodically compared to its updated market
value (or its updated market value less estimated selling costs if the foreclosed property is classified as held-for-sale),
and a charge-off is recorded for any excess of the property's book value over its fair value. If the revised valuation we
establish for a property proves to be too high, we may have to record additional charge-offs in subsequent periods.
Material charge-offs could have an adverse effect on our results of operations, and possibly even on our financial
condition.

Regulatory Risks

We may be adversely impacted by legal and regulatory changes.

We are subject with regard to almost all of our activities to a variety of federal, state and local laws and regulations.
Laws and regulations, and policies under or interpretations of existing laws and regulations, change frequently. Our
businesses could be adversely affected by changes in laws, regulations, policies or interpretations or by our inability to
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We may be adversely impacted by laws and regulations directed at the financial industry.

New or modified regulations and related regulatory guidance focused on the financial industry may have adverse
effects on aspects of our businesses. For example, in October 2014, final rules were promulgated under the
Dodd-Frank Wall Street Reform Act that require mortgage lenders or third-party B-piece buyers to retain a portion of
the credit risk related to securitized loans. We have determined that these rules do not affect our residential mortgage
lending operations at this time; however, the new rules may adversely impact our RMF subsidiary's commercial
mortgage lending operations. While it is still too early to know the full impact of the new rules on the market, we
believe that the rules may reduce the price of commercial mortgage-backed securities ("CMBS") and limit the overall
volume of CMBS related loan purchases, which could impact the financial results of our RMF business. In addition, if
our residential mortgage lending operations became subject to these rules in the future, that would substantially
increase the amount we would have to invest in our mortgage lending operations and increase our risks with regard to
loans we originate and sell in the secondary mortgage market.

Governmental regulations regarding land use and environmental matters could increase the cost and limit the
availability of our development and homebuilding projects and adversely affect our business or financial results.
We are subject to extensive and complex laws and regulations that affect the land development, homebuilding and
apartment development process, including laws and regulations related to zoning, permitted land uses, levels of
density, building design, elevation of properties, water and waste disposal and use of open spaces. These regulations
often provide broad discretion to the administering governmental authorities as to the conditions we must meet prior
to development or construction being approved, if they are approved at all. We are also subject to determinations by
governmental authorities as to the adequacy of water or sewage facilities, roads and other local services with regard to
particular residential communities. New housing developments may also be subject to various assessments for
schools, parks, streets and other public improvements. In addition, in many markets government authorities have
implemented no growth or growth control initiatives. Any of these can limit, delay, or increase the costs of land
development or home construction.

We are also subject to a variety of local, state and federal laws and regulations concerning protection of the
environment. In some of the markets where we operate, we are required by law to pay environmental impact fees, use
energy-saving construction materials and give commitments to municipalities to provide infrastructure such as roads
and sewage systems. We generally are required to obtain permits, entitlements and approvals from local authorities to
commence and carry out residential development or home construction. These permits, entitlements and approvals
may, from time-to-time, be opposed or challenged by local governments, environmental advocacy groups,
neighboring property owners or other possibly interested parties, adding delays, costs and risks of non-approval to the
process. Violations of environmental laws and regulations can result in injunctions, civil penalties, remediation
expenses, and other costs. In addition, some environmental laws impose strict liability, which means that we may be
held liable for unlawful environmental conditions on property we own which we did not create.

We are also subject to laws and regulations related to workers' health and safety, and there are efforts to subject us to
other labor related laws or rules, some of which may make us responsible for things done by our subcontractors over
which we have little or no control. In addition, our residential mortgage subsidiary is subject to various state and
federal statutes, rules and regulations, including those that relate to lending operations and other areas of mortgage
origination and loan servicing. The impact of those statutes, rules and regulations can increase our homebuyers’ costs
of financing, and our cost of doing business, as well as restricting our homebuyers’ access to some types of loans.
Our obligation to comply with the laws and regulations under which we operate, and our need to ensure that our
associates, subcontractors and other agents comply with these laws and regulations, could result in delays in
construction and land development, cause us to incur substantial costs and prohibit or restrict land development and
homebuilding activity in certain areas in which we operate. Budget reductions by state and local governmental
agencies may increase the time it takes to obtain required approvals and therefore may aggravate the delays we could
encounter. Government agencies also routinely initiate audits, reviews or investigations of our business practices to
ensure compliance with applicable laws and regulations, which can cause us to incur costs or create other disruptions
in our businesses that can be significant.

We can be injured by improper acts of persons over whom we do not have control.
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Although we expect all of our associates (i.e., employees), officers and directors to comply at all times with all
applicable laws, rules and regulations, there may be instances in which subcontractors or others through whom we do
business engage in practices that do not comply with applicable laws, regulations or governmental guidelines. When
we learn of practices that do not comply with applicable laws or regulations, including practices relating to homes,
buildings or multifamily rental properties we build or finance, we move actively to stop the non-complying practices
as soon as possible and we have taken disciplinary action with regard to associates of ours who were aware of
non-complying practices and did not take steps to address them, including in some instances terminating their
employment. However, regardless of the steps we take after we learn of practices that do not comply with applicable
laws or regulations, we can in some instances be subject to fines or other governmental penalties, and our reputation
can be injured, due to the practices' having taken place.
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We could be hurt by efforts to impose liabilities or obligations on persons with regard to labor law violations by
other persons whose employees perform contracted services.

The homes we sell are built by employees of subcontractors and other contract parties. We do not have the ability to
control what these contract parties pay their employees or the work rules they impose on their employees. However,
various governmental agencies are trying to hold contract parties like us responsible for violations of wage and hour
laws and other work related laws by firms whose employees are performing contracted for services. A recent National
Labor Relations Board ruling holds that for labor law purposes a firm could under some circumstances be responsible
as a joint employer of its contractors' employees. If that ruling is upheld on appeal, it could make us responsible for
collective bargaining obligations and labor law violations by our subcontractors. Governmental rulings that make us
responsible for labor practices by our subcontractors could create substantial exposures for us in situations that are not
within our control.

Our ability to collect upon mortgage loans may be limited by the application of state laws.

Our mortgage loans typically permit us to accelerate the debt upon default by the borrower. The courts of all states
will enforce acceleration clauses in the event of a material payment default, subject in some cases to a right of the
court to revoke the acceleration and reinstate the mortgage loan if a payment default is cured. The equity courts of a
state, however, may refuse to allow the foreclosure of a mortgage or to permit the acceleration of the indebtedness in
instances in which they decide that the exercise of those remedies would be inequitable or unjust or the circumstances
would render an acceleration unconscionable.

Further, the ability to collect upon mortgage loans may be limited by the application of state and federal laws. For
example, Nevada has enacted a law providing that if the amount an assignee of a mortgage note paid to acquire the
note is less than the face amount of the note, the assignee cannot recover more through a deficiency action than the
amount it paid for the note. If the Nevada law is upheld, or similar laws are enacted in other jurisdictions, it could
materially and adversely affect our ability and the ability of funds we manage to profit from purchases of distressed
debt.

Other Risks

Our results of operations could be adversely affected if legal claims against us are not resolved in our favor.

In the ordinary course of our business, we are subject to legal claims by homebuyers, borrowers against whom we
have instituted foreclosure proceedings, persons with whom we have land purchase contracts and a variety of other
persons. We establish reserves against legal claims and we believe that, in general, legal claims will not have a
material adverse effect on our business or financial condition. However, if the amounts we are required to pay as a
result of claims against us substantially exceed the sums anticipated by our reserves, the need to pay those amounts
could have a material adverse effect on our results of operations for the periods when we are required to make the
payments. We have a substantial judgment against us in a contract suit, which we have bonded and are appealing as
disclosed in Item 3. Legal Proceedings.

Information technology failures and data security breaches could harm our business.

We rely extensively on information technology ("IT") systems, including Internet sites, data hosting facilities and
other hardware and software platforms, some of which are hosted by third parties, to assist in conducting our
businesses. Our IT systems, like those of most companies, may be vulnerable to a variety of interruptions, including,
but not limited to, natural disasters, telecommunications failures, hackers, and other security issues. Moreover, our
computer systems, like those of most companies, are subjected to computer viruses or other malicious codes, and to
cyber or phishing-attacks. Although we have implemented administrative and technical controls and taken other
actions to minimize the risk of cyber incidents and protect our information technology, computer intrusion efforts are
becoming increasingly sophisticated, and even the enhanced controls we have installed might be breached. If our IT
systems cease to function properly, we could suffer interruptions in our operations. If our cyber-security is breached,
unauthorized persons may gain access to proprietary or confidential information, including information about
purchasers of our homes or borrowers from our mortgage lending subsidiaries. This could damage our reputation,
expose us to claims, and require us to incur significant costs to repair or restore the security of our computer systems.
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Increases in the rate of cancellations of home sale agreements could have an adverse effect on our business.

Our backlog reflects agreements of sale with our homebuyers for homes that have not yet been delivered. We have
received a deposit from our home buyer for each home reflected in our backlog, and generally we have the right to
retain the deposit if the homebuyer does not complete the purchase. In some cases, however, a homebuyer may cancel
the agreement of sale and receive a complete or partial refund of the deposit for reasons such as state and local laws,
the homebuyer’s inability to obtain mortgage financing, his or her inability to sell his or her current home or our
inability to complete and deliver the home within the specified time. If there is a downturn in the housing market, or if
mortgage financing becomes even less available than it currently is, more homebuyers may cancel their agreements of
sale with us, which would have an adverse effect on our business and results of operations.

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

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

Expansion of our services and investments into international markets through our Rialto segment subjects us to
risks inherent in international operations.

Fund II, of which our Rialto segment owns an interest and for which it performs asset management services, owns an
interest in a joint venture which holds real estate assets in Spain. Expansion of our services and investments in Spain
and any expansion into other international markets in the future, could result in operational problems not typically
experienced in the United States. Our activities outside the United States are subject to risks associated with doing
business internationally, including fluctuations in currency exchange rates, the implementation of currency controls,
material changes in a specific country’s or region’s political or economic conditions, differences in the legal and
regulatory systems, reputational risks and cultural differences which may lead to competitive disadvantages,
particularly due to our need to comply with U.S. anti-corruption laws. There also are tax consequences of doing
business outside the U.S., both under U.S. tax laws and under the tax laws of the countries in which we do business.
We could suffer adverse tax and other financial consequences if we are unable to utilize our net operating loss
("NOL") carryforwards.

At November 30, 2016, we had state tax net operating loss ("NOL") carryforwards totaling $90.6 million that will
expire between 2017 and 2035. At November 30, 2016, we had a valuation allowance of $5.8 million, primarily
related to state NOL carryforwards that are not more likely than not to be utilized due to an inability to carry back
these losses in most states and short carryforward periods that exist in certain states. If we are unable to use our NOLs,
we may have to record charges or reduce our deferred tax assets, which could have an adverse effect on our results of
operations.

The new Trump Administration may make substantial changes to fiscal and tax policies that may adversely affect
our business.

The Trump Administration has called for substantial change to fiscal and tax policies, which may include
comprehensive tax reform. We cannot predict the impact, if any, of these changes to our business. However, it is
possible that these changes could adversely affect our business. It is likely that some policies adopted by the new
administration will benefit us and others will negatively affect us. Until we know what changes are enacted, we will
not know whether in total we benefit from, or are negatively affected by, the changes.

We experience variability in our operating results on a quarterly basis and, as a result, our historical performance
may not be a meaningful indicator of future results.

We historically have experienced, and expect to continue to experience, variability in quarterly results. As a result of
such variability, our short-term performance may not be a meaningful indicator of future results. Our homebuilding
business is seasonal in nature and generally reflects higher levels of new home order activity in our second fiscal
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quarter and increased deliveries in the second half of our fiscal year. Our quarterly results of operations may continue
to fluctuate in the future as a result of a variety of factors, including, among others, seasonal home buying patterns, the
timing of home closings and land sales and weather-related problems.
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We have a stockholder who can exercise significant influence over matters that are brought to a vote of our
stockholders.

Stuart Miller, our Chief Executive Officer and a Director, has voting control, through personal holdings and holdings
by family-owned entities, of Class B, and to a lesser extent Class A, common stock that enables Mr. Miller to cast
approximately 42% of the votes that can be cast by the holders of all our outstanding Class A and Class B common
stock combined. That effectively gives Mr. Miller the power to control the election of our directors and the approval
of matters that are presented to our stockholders. Mr. Miller's voting power might discourage someone from seeking
to acquire us or from making a significant equity investment in us, even if we needed the investment to meet our
obligations or to operate our business. Also, because of his voting power, Mr. Miller could be able to cause our
stockholders to approve actions that are contrary to our other stockholders' desires.

The trading price of our Class B common stock normally is lower than that of our Class A common stock.

The only difference between our Class A common stock and our Class B common stock is that the Class B common
stock entitles the holders to ten votes per share, while the Class A common stock entitles holders to only one vote per
share. However, the trading price of the Class B common stock on the New York Stock Exchange ("NYSE") normally
is substantially lower than the NYSE trading price of our Class A common stock. We believe this is because only a
relatively small number of shares of Class B common stock are available for trading, which reduces the liquidity of
the market for our Class B common stock to a point where many investors are reluctant to invest in it. The limited
liquidity could make it difficult for a holder of even a relatively small number of shares of our Class B common stock
to dispose of the stock without materially reducing the trading price of the Class B common stock.

Changes in global or regional environmental conditions and governmental actions in response to such changes
may adversely affect us by increasing the costs of or restricting our planned or future growth activities.

There is growing concern from many members of the scientific community and the general public that an increase in
global average temperatures due to emissions of greenhouse gases and other human activities have caused, or will
cause, significant changes in weather patterns and increase the frequency and severity of natural disasters.
Government mandates, standards or regulations intended to reduce greenhouse gas emissions or projected climate
change impacts have resulted, and are likely to continue to result, in restrictions on land development in certain areas
and increased energy, transportation and raw material costs, or cause us to incur compliance expenses that we will be
unable fully to recover, which could reduce our housing gross profit margins and adversely affect our results of
operations.

Item 1B. Unresolved Staff Comments.

Not applicable.

Executive Officers of Lennar Corporation

The following individuals are our executive officers as of January 20, 2017:

Name Position Age
Stuart Miller Chief Executive Officer 59
Richard Beckwitt President 57
Jonathan M. Jaffe Vice President and Chief Operating Officer 57
Bruce Gross Vice President and Chief Financial Officer 58
Diane J. Bessette Vice President and Treasurer 56
Mark Sustana Secretary and General Counsel 55
David M. Collins Controller 47

Mr. Miller is one of our Directors and has served as our Chief Executive Officer since 1997. Mr. Miller served as our
President from 1997 to April 2011. Before 1997, Mr. Miller held various executive positions with us. Mr. Miller also
serves on the Board of Directors of Five Point Holdings, LLC.

Mr. Beckwitt served as our Executive Vice President from March 2006 to 2011. Since April 2011, Mr. Beckwitt has
served as our President. Mr. Beckwitt also serves on the Board of Directors of Eagle Materials Inc. and Five Point
Holdings, LLC, and previously served on the Board of Directors of D.R. Horton, Inc. from 1993 to November 2003.
From 1993 to March 2000, he held various executive officer positions at D.R. Horton, including President of the
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company.
Mr. Jaffe has served as Vice President since 1994 and has served as our Chief Operating Officer since December
2004. Before that time, Mr. Jaffe served as a Regional President in our Homebuilding operations. Additionally, prior
to his appointment as Chief Operating Officer, Mr. Jaffe was one of our Directors from 1997 through June 2004. Mr.
Jaffe serves on the Board of Directors of Five Point Holdings, LLC.
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Mor. Gross has served as Vice President and our Chief Financial Officer since 1997. Before that, Mr. Gross was Senior
Vice President, Controller and Treasurer of Pacific Greystone Corporation, which we acquired in 1997.

Ms. Bessette joined us in 1995 and served as our Controller from 1997 to 2008. Since February 2008, she has served
as our Treasurer. She was appointed a Vice President in 2000.

Mr. Sustana has served as our Secretary and General Counsel since 2005.

Mr. Collins joined us in 1998 and has served as our Controller since February 2008.

Item 2. Properties.

We lease and maintain our executive offices in an office complex in Miami, Florida. Our homebuilding, financial

services, Rialto and multifamily offices are located in the markets where we conduct business, primarily in leased
space. We believe that our existing facilities are adequate for our current and planned levels of operation.

Because of the nature of our homebuilding operations, significant amounts of property are held as inventory in the
ordinary course of our homebuilding business. We discuss these properties in the discussion of our homebuilding

operations in Item 1 of this Report.

Item 3. Legal Proceedings.

We are party to various claims and lawsuits which arise in the ordinary course of business, but we do not consider the
volume of our claims and lawsuits unusual given the number of homes we deliver and the fact that the lawsuits often
relate to homes delivered several years before the lawsuits are commenced. Although the specific allegations in the
lawsuits differ, they most commonly involve claims that we failed to construct homes in particular communities in
accordance with plans and specifications or applicable construction codes and seek reimbursement for sums allegedly
needed to remedy the alleged deficiencies, assert contract issues or relate to personal injuries. Lawsuits of these types
are common within the homebuilding industry. We are a plaintiff in many cases in which we seek contribution from
our subcontractors for home repair costs. The costs incurred by us in construction defect lawsuits may be offset by
warranty reserves, our third-party insurers, subcontractor insurers and indemnity contributions from subcontractors.
We are also a party to various lawsuits involving purchases and sales of real property. These lawsuits include claims
regarding representations and warranties made in connection with the transfer of the property and disputes regarding
the obligation to purchase or sell the property. From time-to-time, we also receive notices from environmental
agencies or other regulators regarding alleged violations of environmental or other laws. We typically settle these
matters before they reach litigation for amounts that are not material to us.

We have been engaged in litigation since 2008 in the United States District Court for the District of Maryland (U.S.
Home Corporation v. Settlers Crossing, LLC, et al., Civil Action No. DKC 08-1863) regarding whether we are
required by a contract we entered into in 2005 to purchase a property in Maryland. After entering into the contract, we
later renegotiated the purchase price, reducing it from $200 million to $134 million, $20 million of which has been
paid and subsequently written off, leaving a balance of $114 million. In January 2015, the District Court rendered a
decision ordering us to purchase the property for the $114 million balance of the contract price, to pay interest at the
rate of 12% per annum from May 27, 2008, and to reimburse the seller for real estate taxes and attorneys’ fees. We
believe the decision is contrary to applicable law and have appealed the decision. We do not believe it is probable that
a loss has occurred and, therefore, no liability has been recorded with respect to this case.

On June 29, 2015, the court ruled that interest will be calculated as simple interest at the rate of 12% per annum from
May 27, 2008 until the date we purchase the property. Simple interest on $114 million at 12% per annum will accrue
at the rate of $13.7 million per year, totaling approximately $116 million as of November 30, 2016. In addition, if we
are required to purchase the property, we will be obligated to reimburse the seller for real estate taxes, which currently
total $1.6 million. We have not engaged in discovery regarding the amount of the plaintiffs’ attorneys’ fees. If the
District Court decision is totally reversed on appeal, we will not have to purchase the property or pay interest, real
estate taxes or attorneys’ fees.

In its June 29, 2015 ruling, the District Court determined that we would be permitted to stay the judgment during
appeal by posting a bond in the amount of $223.4 million related to pending litigation. The District Court calculated
this amount by adding 12% per annum simple interest to the $114 million purchase price for the period beginning
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May 27, 2008 through May 26, 2016, the date the District Court estimated the appeal of the case would be concluded.
In June 2016, we received Notices of Violation from the United States Environmental Protection Agency related to
stormwater compliance at certain of our Tampa and Southwest Florida communities. It has been determined that
violations occurred and this matter will result in monetary sanctions to us, which we do not currently expect will be
material.

We do not believe that the ultimate resolution of these claims or lawsuits will have a material adverse effect on our
business or financial position. However, the financial effect of litigation concerning purchases and sales of property
may
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depend upon the value of the subject property, which may have changed from the time the agreement for purchase or
sale was entered into.

Item 4. Mine Safety Disclosures.

Not applicable.

PART II

Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
"Securities.

Our Class A and Class B common stock are listed on the New York Stock Exchange under the symbols "LEN" and
"LEN.B," respectively. The following table shows the high and low sales prices for our Class A and Class B common
stock for the periods indicated, as reported by the New York Stock Exchange, and cash dividends declared per share:

Item 5

Class A Common Stock g::h Dividends

High/Low Prices Class A Share
Fiscal Quarter 2016 2015 2016 2015
First $52.49 - 37.14 $51.51 -41.25 4¢ 4¢

Second ~ $48.96 - 42.37 $53.67 - 44.76 4¢  4¢
Third $49.60 - 43.11 $56.04 -45.78 4¢  4¢

Fourth $47.60 - 39.68 $54.23-46.23 4¢  4¢

Class B Common Stock Cash Dividends

High/Low Prices 1();;55 B Share
Fiscal Quarter 2016 2015 2016 2015
First $42.70 - 30.04 $41.21 - 32.75 4¢ 4¢

Second  $39.30 - 33.71 $42.59-36.14 4¢  4¢

Third $39.93 - 34.68 $46.55-37.61 4¢  4¢

Fourth $38.17 - 32.09 $45.69 - 38.23 4¢  4¢

As of December 31, 2016, the last reported sale price of our Class A common stock was $42.93 and the last reported
sale price of our Class B common stock was $34.50. As of December 31, 2016, there were approximately 706 and 508
holders of record of our Class A and Class B common stock, respectively.

On January 12, 2017, our Board of Directors declared a quarterly cash dividend of $0.04 per share for both our
Class A and Class B common stock, which is payable on February 10, 2017, to holders of record at the close of
business on January 27, 2017. Our Board of Directors evaluates each quarter the decision whether to declare a
dividend and the amount of the dividend.

The following table provides information about our repurchases of common stock during the three months ended

November 30, 2016:
Total

Maximum
gl:l::::r of Number of
Total Shares that
Average Purchased
Number of . may yet be
. Price as Part of
Period: Shares . . Purchased
Paid Per Publicly
Purchased under the
Share Announced
1) Plans or
Plans or
Programs
Programs
2) 2
September 1 to September 30, 2016 228 $43.20 — 6,218,968
October 1 to October 31, 2016 320 $42.13 — 6,218,968
November 1 to November 30, 2016 177 $41.40 — 6,218,968

Represents shares of Class A common stock withheld by us to cover withholding taxes due, at the election of certain holders of
nonvested shares, with market value approximating the amount of withholding taxes due.

ey

2 In June 2001, our Board of Directors authorized a stock repurchase program under which we were authorized to purchase up to 20 million
shares of our outstanding Class A common stock or Class B common stock. This repurchase authorization has no expiration date.
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The information required by Item 201(d) of Regulation S-K is provided in Item 12 of this Report.
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Performance Graph

The following graph compares the five-year cumulative total return of our Class A common stock with the Dow Jones
U.S. Home Construction Index and the Dow Jones U.S. Total Market Index. The graph assumes $100 invested on
November 30, 2011 in our Class A common stock, the Dow Jones U.S. Home Construction Index and the Dow Jones
U.S. Total Market Index, and the reinvestment of all dividends.

2011 2012 2013 2014 2015 2016

Lennar Corporation $100 208 197 261 284 237
Dow Jones U.S. Home Construction Index $100 182 189 226 256 225
Dow Jones U.S. Total Market Index $100 116 152 176 180 194
20
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Item 6. Selected Financial Data.

The following table sets forth our selected consolidated financial and operating information as of or for each of the
years ended November 30, 2012 through 2016. The information presented below is based upon our historical financial

statements.

(Dollars in thousands, except per share amounts)
Results of Operations:

Revenues:

Lennar Homebuilding

Lennar Financial Services

Rialto

Lennar Multifamily

Total revenues

Operating earnings (loss):

Lennar Homebuilding

Lennar Financial Services

Rialto

Lennar Multifamily

Corporate general and administrative expenses
Earnings before income taxes

Net earnings attributable to Lennar (1)
Diluted earnings per share

Cash dividends declared per each - Class A and
Class B common stock

Financial Position:

Total assets

Debt:

Lennar Homebuilding

Rialto

Lennar Financial Services

Lennar Multifamily

Stockholders’ equity

Total equity

Shares outstanding (000s)

Stockholders’ equity per share

Lennar Homebuilding Data (including unconsolidated entities):

Number of homes delivered
New orders

Backlog of home sales contracts
Backlog dollar value

At or for the Years Ended November 30,

2016

$9,741,337
$687,255
$233,966
$287,441
$10,949,999

$1,344,932
$163,617
$(16,692 )
$71,174
$232,562
$1,330,469
$911,844
$3.93

$0.16

$15,361,781

$4,575,977
$622,335
$1,077,228
$—
$7,026,042
$7,211,567
234,475
$29.96

26,563
27,372
7,623
$2,891,538

2015

8,466,945
620,527
221,923
164,613
9,474,008

1,271,641
127,795
33,595
(7,171 )
216,244
1,209,616
802,894
3.46

0.16

14,419,509

5,025,130
771,728
858,300
5,648,944
5,950,072
211,146
26.75

24,292
25,106
6,646
2,471,751

2014

7,025,130
454,381
230,521
69,780
7,779,812

1,033,721
80,138
44,079
(10,993 )
177,161
969,784
638,916
2.80

0.16

12,923,151

4,661,266
617,077
704,143
4,827,020
5,251,302
205,039
23.54

21,003
22,029
5,832
1,974,328

2013

5,354,947
427,342
138,060
14,746
5,935,095

733,075
85,786
26,128
(16,988
146,060
681,941
479,674
2.15

0.16

11,239,885

4,165,792
437,161
374,166
13,858
4,168,901
4,627,470
204,412
20.39

18,290
19,043
4,806
1,619,601

2012

3,581,232
384,618
138,856
426
4,105,132

258,985
84,782
11,569
(5,884 )
127,338
222,114
679,124
3.11

0.16

10,323,177

3,971,348
569,154
457,994
3,414,764
4,001,208
191,548
17.83

13,802
15,684
4,053
1,160,385

Net earnings attributable to Lennar for the year ended November 30, 2013 included $177.0 million net tax provision, which included a tax
benefit of $67.1 million for a valuation allowance reversal. Net earnings attributable to Lennar for the year ended November 30, 2012
included $435.2 million of benefit for income taxes, which included a reversal of the majority of our deferred tax asset valuation allowance of
$491.5 million, partially offset by a tax provision for fiscal year 2012 pre-tax earnings.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with "Selected Financial Data" and our audited consolidated financial statements and accompanying notes
included elsewhere in this Report.

Special Note Regarding Forward-Looking Statements

This annual report on Form 10-K contains "forward-looking statements" within the meaning of the Private Securities
Litigation Reform Act of 1995. Forward-looking statements contained herein may include opinions formed based
upon general observations, anecdotal evidence and industry experience, but that are not supported by specific
investigation or analysis. These statements concern expectations, beliefs, projections, plans and strategies, anticipated
events or trends and similar expressions concerning matters that are not historical facts. The forward-looking
statements in this annual report include statements regarding: our belief that the housing market is continuing its slow
and steady recovery, and the drivers behind such recovery; our expectation that demand will continue to build and
come to the market over the next few years and that it should drive increased production; our expectation that we will
see lower margins in 2017 compared to 2016; our expectation that we plan to continue to identify and invest in land
opportunities that we expect will drive our future growth and profitability; our belief that our main driver of earnings
will continue to be our Homebuilding and Lennar Financial Services operations; our belief that we are currently
positioned to deliver between 28,500 and 29,000 homes in fiscal 2017; our expectation regarding the Lennar
Multifamily segment’s development pipeline, and plans regarding the Multifamily Venture; our expectation regarding
variability in our quarterly results; our expectations regarding the renewal or replacement of our warehouse facilities;
our belief regarding draws upon our bonds or letters of credit, and our belief regarding the impact to the Company if
there were such a draw; our expectation that substantially all homes currently in backlog will be delivered in fiscal
year 2017; our belief that our operations and borrowing resources will provide for our current and long-term capital
requirements at our anticipated levels of activity; our belief regarding legal proceedings in which we are involved,
and, in particular, our belief that the Court’s decision in the Settlers Crossing case is contrary to applicable law; our
expectations regarding the WCI Communities, Inc. ("WCI") transaction, including our expectation that a meeting of
the WCI stockholders to vote on the transaction will be held in February 2017, and, if the transaction is approved by
the WCI stockholders, will close promptly after the stockholders vote; and our estimates regarding certain tax and
accounting matters, including our expectations regarding the result of anticipated settlements with various taxing
authorities and our expectations regarding the energy efficient home and solar energy property tax credits.

These forward-looking statements reflect our current views about future events and are subject to risks, uncertainties
and assumptions. We wish to caution readers that certain important factors may have affected and could in the future
affect our actual results and could cause actual results to differ significantly from those expressed in any
forward-looking statement. The most important factors that could prevent us from achieving our goals, and cause the
assumptions underlying forward-looking statements and the actual results to differ materially from those expressed in
or implied by those forward-looking statements include, but are not limited to, the following: our ability to acquire
land and pursue real estate opportunities at anticipated prices; increases in operating costs, including costs related to
real estate taxes, construction materials, labor and insurance, and our ability to manage our cost structure, both in our
Homebuilding and Lennar Multifamily businesses; unfavorable outcomes in legal proceedings that substantially
exceed our expectations, including an unfavorable outcome in the Settlers Crossing case; with respect to the WCI
transaction, that WCI terminates the Merger Agreement to accept what its Board deems to be a superior proposal or
that the WCI transaction is not approved by WCI’s stockholders; a slowdown in the recovery of real estate markets
across the nation, or any downturn in such markets; changes in general economic and financial conditions, and
demographic trends, in the U.S. leading to decreased demand for our services and homes, lower profit margins and
reduced access to credit; the possibility that we will incur nonrecurring costs that may not have a material adverse
effect on our business or financial condition, but may have a material adverse effect on our condensed consolidated
financial statements for a particular reporting period; decreased demand for our Lennar Multifamily rental properties,
and our ability to successfully sell our rental properties; the ability of our Lennar Financial Services segment to
maintain or increase its capture rate and benefit from Lennar home deliveries; our ability to successfully execute our
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strategies, including strategies related to our soft-pivot and reinvigorating technologies in our business; increased
competition for home sales from other sellers of new and resale homes; conditions in the capital, credit and financial
markets, including mortgage lending standards, the availability of mortgage financing and mortgage foreclosure rates;
changes in interest and unemployment rates, and inflation; a decline in the value of the land and home inventories we
maintain or possible future write-downs of the carrying value of our real estate assets; our ability to successfully
develop multifamily assets in the Multifamily Venture; our inability to maintain anticipated pricing levels and our
inability to predict the effect of interest rates on demand; the ability and willingness of the participants in various joint
ventures to honor their commitments; our ability to successfully and timely obtain land-use entitlements and
construction financing, and address issues that arise in connection with the use and development of our land; natural
disasters and other unforeseen damage for which our insurance may not provide adequate coverage; our inability to
successfully grow our ancillary businesses; the inability of Rialto to sell mortgages it originates into securitizations on
favorable terms; potential liability under environmental
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or construction laws, or other laws or regulations affecting our business; regulatory changes that adversely affect the
profitability of our businesses; our ability to comply with the terms of our debt instruments, our ability to refinance
our debt on terms that are acceptable to us; and our ability to successfully estimate the impact of certain regulatory,
accounting and tax matters, including whether we will continue to benefit from the energy efficient home and solar
energy property tax credits.

Please see "Item 1A-Risk Factors" of this Annual Report for a further discussion of these and other risks and
uncertainties which could affect our future results. We undertake no obligation to revise any forward-looking
statements to reflect events or circumstances after the date of those statements or to reflect the occurrence of
anticipated or unanticipated events, except to the extent we are legally required to disclose certain matters in SEC
filings or otherwise.

Outlook

As we look ahead to 2017, we expect to see a similar economic environment as in 2016 with some potential upside
from the new administration in Washington. These expectations derive from the following general views. Even with
the now clear upward movement in interest rates mapped out by the Federal Reserve and the many questions around
taxes and the regulatory environment raised by our incoming new President, we expect to see a continued slow but
steady, though sometimes erratic, positive homebuilding market. Lower unemployment, modest wage growth and
consumer confidence should increase household formation, which drives families to purchase homes and to rent
apartments. We believe the new home market continues to have significant pent-up demand, though stronger in some
markets than in others, and we expect that demand will continue to drive increased production as the deficit in the
housing stock ultimately needs to be replenished. We expect the first time homebuyer will continue to come back to
the market as stronger economic conditions should drive purchasers to the market, with this demand being partially
offset by marginally higher monthly payments. Nevertheless, land and labor shortages will continue to be limiting
factors and will constrain supply and restrict the ability to quickly respond to growing demand, while the mortgage
market and higher rents will continue to limit that demand due to potential homebuyers having less disposable income
and limited ability to finance a new home purchase. We expect that these conditions will continue to result in slow but
steady, though sometimes erratic growth throughout the industry.

Fiscal 2016 was another excellent year for Lennar, with revenues and net earnings attributable to Lennar increasing
16% and 14%, respectively, from 2015. Our core homebuilding business continued to produce strong operating results
as gross margins and operating margins were 23.0% and 13.6%, respectively. Our home deliveries and new orders
both increased 9% compared to fiscal 2015. Our efficient Everything’s Include® manufacturing model helped
mitigate the impact of a tight labor market and our focus on digital marketing and higher volume helped to improve
our S,G&A leverage. In addition, we ended the year with a strong sales backlog, up 15% in homes and 17% in dollar
value, which gives us a strong start for fiscal 2017.

Complementing our homebuilding business, we also had strong performances from our other businesses during fiscal
2016. Our Financial Services segment produced $163.6 million of pretax earnings compared to $127.8 million in
2015. The increase in profitability was primarily due to increased transactions and higher profit per transaction in the
segment's mortgage and title operations.

Our Multifamily rental business continued to grow during fiscal 2016, as it sold seven completed rental properties.

In fiscal 2017, our principal focus in our homebuilding operations will continue to be 1) on our soft-pivot strategy, we
plan to continue to identify and invest in unique and enticing land opportunities with shorter term land that we expect
will drive our future growth and profitability; 2) lower targeted growth rate to maximize our net operating margin
though we expect to continue to see lower margins in 2017 compared to 2016 due to cost increases outpacing sales
price increases and competitive pressures; and 3) heavy focus on SG&A by using innovative strategies to reduce
customer acquisition costs.

We expect that our Company’s main driver of earnings will continue to be our homebuilding and financial services
operations as we believe we are currently positioned to deliver between 28,500 and 29,000 homes in fiscal 2017. We
are also focused on our multiple platforms including Rialto and Multifamily, as such ancillary businesses continue to
mature and expand their franchises providing opportunities that we expect will enhance shareholder value. Overall, we
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believe we are on track to achieve another year of substantial profitability in fiscal 2017.

23

64



Edgar Filing: LENNAR CORP /NEW/ - Form 10-K

Table of Contents

Results of Operations
Overview

Our net earnings attributable to Lennar were $911.8 million, or $3.93 per diluted share ($4.13 per basic share) in
2016, $802.9 million, or $3.46 per diluted share ($3.87 per basic share) in 2015, and $638.9 million, or $2.80 per

diluted share ($3.12 per basic share) in 2014.

The following table sets forth financial and operational information for the years indicated related to our operations.

(Dollars in thousands)

Lennar Homebuilding revenues:

Sales of homes

Sales of land

Total Lennar Homebuilding revenues
Lennar Homebuilding costs and expenses:
Costs of homes sold

Costs of land sold

Selling, general and administrative

Total Lennar Homebuilding costs and expenses
Lennar Homebuilding operating margins

Lennar Homebuilding equity in earnings (loss) from unconsolidated entities

Lennar Homebuilding other income, net

Other interest expense

Lennar Homebuilding operating earnings

Lennar Financial Services revenues

Lennar Financial Services costs and expenses
Lennar Financial Services operating earnings
Rialto revenues

Rialto costs and expenses

Rialto equity in earnings from unconsolidated entities
Rialto other income (expense), net

Rialto operating earnings (loss)

Lennar Multifamily revenues

Lennar Multifamily costs and expenses

Lennar Multifamily equity in earnings from unconsolidated entities
Lennar Multifamily operating earnings (loss)
Total operating earnings

Corporate general and administrative expenses
Earnings before income taxes

Net earnings attributable to Lennar

Gross margin as a % of revenue from home sales
S,G&A expenses as a % of revenues from home sales
Operating margin as a % of revenues from home sales
Average sales price
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Years Ended November 30,
2016 2015
$9,558,517 8,335,904
182,820 131,041
9,741,337 8,466,945
7,362,853 6,332,850
138,111 100,939
898,917 831,050
8,399,881 7,264,839
1,341,456 1,202,106
49,275 ) 63,373
57,377 18,616
(4,626 ) (12,454
$1,344,932 1,271,641
$687,255 620,527
523,638 492,732
$163,617 127,795
$233,966 221,923
229,769 222,875
18,961 22,293
39,850 ) 12,254
$(16,692 ) 33,595
287,441 164,613
301,786 191,302
85,519 19,518
$71,174 (7,171
$1,563,031 1,425,860
232,562 216,244
$1,330,469 1,209,616
$911,844 802,894
23.0 % 24.0

9.4 % 10.0

13.6 % 14.1
$361,000 344,000

2014

6,839,642
185,488
7,025,130

5,103,409
143,797
714,823
5,962,029
1,063,101
(355 )
7,526

) (36,551 )
1,033,721
454,381
374,243
80,138
230,521
249,114
59,277
3,395
44,079
69,780
95,227
14,454

) (10,993 )
1,146,945
177,161
969,784
638,916

% 254 %

% 105 %

%149 %
326,000
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2016 versus 2015

Revenues from home sales increased 15% in the year ended November 30, 2016 to $9.6 billion from $8.3 billion in
2015. Revenues were higher primarily due to a 9% increase in the number of home deliveries, excluding
unconsolidated entities, and a 5% increase in the average sales price of homes delivered. New home deliveries,
excluding unconsolidated entities, increased to 26,481 homes in the year ended November 30, 2016 from 24,209
homes last year. There was an increase in home deliveries in all of our Homebuilding segments and Homebuilding
Other. This includes an increase in home deliveries in Homebuilding Central despite a slight decrease in home
deliveries in our former Homebuilding Houston segment, which is now aggregated into our Homebuilding Central
segment as it no longer meets the reportable segment criteria. The increase in the number of deliveries was primarily
driven by an increase in active communities over the last year and by higher demand as the number of deliveries per
active community increased. The decrease in home deliveries in Houston was primarily due to less demand in the
higher-priced communities driven by volatility in the energy sector. The average sales price of homes delivered
increased to $361,000 in the year ended November 30, 2016 from $344,000 in the year ended November 30, 2015,
primarily due to product mix (selling at different price points) and increased pricing in certain of our markets due to
favorable market conditions. Sales incentives offered to homebuyers were $22,500 per home delivered in the year
ended November 30, 2016, or 5.9% as a percentage of home sales revenue, compared to $21,400 per home delivered
in the year ended November 30, 2015, or 5.9% as a percentage of home sales revenue.

Gross margins on home sales were $2.2 billion, or 23.0%, in the year ended November 30, 2016, compared to $2.0
billion, or 24.0%, in the year ended November 30, 2015. Gross margin percentage on home sales decreased compared
to the year ended November 30, 2015 primarily due to an increase in land costs per home, partially offset by an
increase in the average sales price of homes delivered.

Selling, general and administrative expenses were $898.9 million in the year ended November 30, 2016, compared to
$831.1 million in the year ended November 30, 2015. As a percentage of revenues from home sales, selling, general
and administrative expenses improved to 9.4% in the year ended November 30, 2016, from 10.0% in the year ended
November 30, 2015 due to improved operating leverage as a result of an increase in home deliveries and benefits from
our focus on digital marketing.

Gross profits on land sales were $44.7 million in the year ended November 30, 2016, compared to $30.1 million in the
year ended November 30, 2015.

Lennar Homebuilding equity in earnings (loss) from unconsolidated entities was ($49.3) million in the year ended
November 30, 2016, compared to $63.4 million in the year ended November 30, 2015. In the year ended

November 30, 2016, Lennar Homebuilding equity in loss from unconsolidated entities was primarily attributable to
our share of costs associated with the FivePoint combination and operational net losses from the new FivePoint
unconsolidated entity, totaling $42.6 million. This was partially offset by $12.7 million of equity in earnings from one
of our unconsolidated entities primarily due to sales of homesites to third parties. In the year ended November 30,
2015, Lennar Homebuilding equity in earnings from unconsolidated entities included $82.8 million of equity in
earnings from one of our unconsolidated entities primarily due to sales of homesites and a commercial property to
third parties, sales of homesites to another joint venture in which we have a 50% investment, and a gain on debt
extinguishment.

Lennar Homebuilding other income, net, totaled $57.4 million in the year ended November 30, 2016, compared to
$18.6 million in the year ended November 30, 2015. In the year ended November 30, 2016, other income, net,
included management fee income and a profit participation related to Lennar Homebuilding's strategic joint ventures
and gains on the sale of several clubhouses during the year ended November 30, 2016. In the year ended

November 30, 2015, other income, net included $10.2 million aggregate gains on sales of an operating property and a
clubhouse.

Lennar Homebuilding interest expense was $245.1 million in the year ended November 30, 2016 ($235.1 million was
included in costs of homes sold, $5.3 million in costs of land sold and $4.6 million in other interest expense),
compared to $220.1 million in the year ended November 30, 2015 ($205.2 million was included in costs of homes
sold, $2.5 million in costs of land sold and $12.5 million in other interest expense). Interest expense included in costs
of homes sold increased primarily due to an increase in home deliveries.
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Operating earnings for our Lennar Financial Services segment were $163.6 million in the year ended November 30,
2016, compared to $127.8 million in the year ended November 30, 2015. The increase in profitability was primarily
due to increased transactions and higher profit per transaction in the segment's mortgage and title operations.
Operating earnings for our Rialto segment were $2.1 million in the year ended November 30, 2016 (which included a
$16.7 million operating loss and an add back of $18.8 million of net loss attributable to noncontrolling interests).
Operating earnings in the year ended November 30, 2015 were $28.8 million (which included $33.6 million of
operating earnings, partially offset by $4.8 million of net earnings attributable to noncontrolling interests).
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Rialto revenues were $234.0 million in the year ended November 30, 2016, compared to $221.9 million in the year
ended November 30, 2015. Revenues increased primarily due to an increase in Rialto Mortgage Finance ("RMF")
securitization revenues due to higher securitization margins.

Rialto expenses were $229.8 million in the year ended November 30, 2016, compared to $222.9 million in the year
ended November 30, 2015. Expenses increased primarily due to an increase in loan impairments and general and
administrative expenses.

Rialto equity in earnings from unconsolidated entities was $19.0 million and $22.3 million in the years ended
November 30, 2016 and 2015, respectively, related to Rialto's share of earnings from its real estate funds (the
"Funds").

Rialto other income (expense), net, was ($39.9) million in the year ended November 30, 2016, compared to $12.3
million in the year ended November 30, 2015. The decrease in other income (expense), net, was primarily attributable
to a $16.0 million write-off of uncollectible receivables related to a hospital, which was acquired through the
resolution of one of Rialto's loans from a 2010 portfolio, a decrease in net realized gains on the sale of real estate
owned ("REQ"), and an increase in REO impairments. The hospital is managed by a third party management
company.

Operating earnings for our Lennar Multifamily segment were $71.2 million in the year ended November 30, 2016,
compared to an operating loss of $7.2 million in the year ended November 30, 2015. The increase in profitability was
primarily due to the segment's $91.0 million share of gains as a result of the sale of seven operating properties by
Lennar Multifamily's unconsolidated entities. In the year ended November 30, 2015, the operating loss in Lennar
Multifamily primarily related to general and administrative expenses, partially offset by the segment's $22.2 million
share of gains as a result of the sale of two operating properties by Lennar Multifamily's unconsolidated entities,
management fee income and general contractor income, net.

Corporate general and administrative expenses were $232.6 million, or 2.1% as a percentage of total revenues, in the
year ended November 30, 2016, compared to $216.2 million, or 2.3% as a percentage of total revenues, in the year
ended November 30, 2015. As a percentage of total revenues, corporate general and administrative expenses improved
due to increased operating leverage.

Net earnings attributable to noncontrolling interests were $1.2 million and $16.3 million in the years ended
November 30, 2016 and 2015, respectively. Net earnings attributable to noncontrolling interests during the year ended
November 30, 2016 were primarily attributable to earnings related to Lennar Homebuilding consolidated joint
ventures, partially offset by a net loss related to the FDIC's interest in the portfolio of real estate loans that we
acquired in partnership with the FDIC. Net earnings attributable to noncontrolling interests during the year ended
November 30, 2015 were primarily attributable to earnings related to Lennar Homebuilding consolidated joint
ventures and net earnings related to the FDIC's interest in the portfolio of real estate loans that we acquired in
partnership with the FDIC.

In the years ended November 30, 2016 and 2015, we had a tax provision of $417.4 million and $390.4 million,
respectively. Our overall effective income tax rates were 31.40% and 32.72% for the years ended November 30, 2016
and 2015, respectively. The reduction is primarily the result of the reversal of an accrual due to a settlement with the
IRS in the year ended November 30, 2016, which reduced our effective tax rate by (1.02%). During the year ended
November 30, 2016, tax legislation was passed extending the new energy efficient home credit through 2016, as well
as extending the 30% investment tax credit for solar energy property through 2022. For the years ended November 30,
2016 and 2015, the impact of these tax credits was (3.46%) and (1.92%), respectively. However, the new energy
efficient home credit expired in December 2016 and will not benefit our effective tax rate in 2017 and future years
unless extending legislation is enacted.

2015 versus 2014

Revenues from home sales increased 22% in the year ended November 30, 2015 to $8.3 billion from $6.8 billion in
2014. Revenues were higher primarily due to a 15% increase in the number of home deliveries, excluding
unconsolidated entities, and a 6% increase in the average sales price of homes delivered. New home deliveries,
excluding unconsolidated entities, increased to 24,209 homes in the year ended November 30, 2015 from 20,971
homes in the year ended November 30, 2014. There was an increase in home deliveries in all of our Homebuilding
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segments and Homebuilding Other. The average sales price of homes delivered increased to $344,000 in the year
ended November 30, 2015 from $326,000 in the year ended November 30, 2014, primarily due to increased pricing in
many of our markets due to favorable market conditions. Sales incentives offered to homebuyers were $21,400 per
home delivered in the year ended November 30, 2015, or 5.9% as a percentage of home sales revenue, compared to
$21,400 per home delivered in the year ended November 30, 2014, or 6.2% as a percentage of home sales revenue.
Gross margins on home sales were $2.0 billion, or 24.0%, in the year ended November 30, 2015, compared to $1.7
billion, or 25.4%, in the year ended November 30, 2014. Gross margin percentage on home sales decreased compared
to the year ended November 30, 2014, primarily due to an increase in land costs, partially offset by an increase in the
average sales price of homes delivered and a decrease in sales incentives offered to homebuyers as a percentage of
revenue from home sales.
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Selling, general and administrative expenses were $831.1 million in the year ended November 30, 2015, compared to
$714.8 million in the year ended November 30, 2014. As a percentage of revenues from home sales, selling, general
and administrative expenses improved to 10.0% in the year ended November 30, 2015, from 10.5% in the year ended
November 30, 2014 primarily due to improved operating leverage as a result of an increase in home deliveries.

Gross profits on land sales were $30.1 million in the year ended November 30, 2015, compared to $41.7 million in the
year ended November 30, 2014.

Lennar Homebuilding equity in earnings (loss) from unconsolidated entities was $63.4 million in the year ended
November 30, 2015, compared to ($0.4) million in the year ended November 30, 2014. In the year ended

November 30, 2015, Lennar Homebuilding equity in earnings from unconsolidated entities primarily related to $82.8
million of equity in earnings from one of our unconsolidated entities, due to the sale of homesites and a commercial
property to third parties, the sale of approximately 800 homesites to a joint venture in which we have a 50%
investment, and a gain on debt extinguishment. In the year ended November 30, 2014, Lennar Homebuilding equity in
loss from unconsolidated entities primarily related to our share of net operating losses from various Lennar
Homebuilding unconsolidated entities, which included $4.6 million of our share of valuation adjustments related to
assets of Lennar Homebuilding's unconsolidated entities.

Lennar Homebuilding other income, net, totaled $18.6 million in the year ended November 30, 2015, compared to
$7.5 million in the year ended November 30, 2014. In the year ended November 30, 2015, other income, net included
$10.2 million aggregate gains on sales of an operating property and a clubhouse.

Lennar Homebuilding interest expense was $220.1 million in the year ended November 30, 2015 ($205.2 million was
included in costs of homes sold, $2.5 million in costs of land sold and $12.5 million in other interest expense),
compared to $201.5 million in the year ended November 30, 2014 ($161.4 million was included in costs of homes
sold, $3.6 million in costs of land sold and $36.6 million in other interest expense). Interest expense included in costs
of homes sold increased primarily due to an increase in our outstanding debt and home deliveries.

Operating earnings for our Lennar Financial Services segment were $127.8 million in the year ended November 30,
2015, compared to operating earnings of $80.1 million in the year ended November 30, 2014. The increase in
profitability was primarily due to an increase in mortgage originations driven by a stronger refinance market and an
increase in purchase volume for both Lennar and non-Lennar homebuyers, and an increase in capture rate. The
increase in volume also benefited the title operations.

Operating earnings for our Rialto segment were $28.8 million in the year ended November 30, 2015 (which included
$33.6 million of operating earnings, partially offset by $4.8 million of net earnings attributable to noncontrolling
interests), compared to operating earnings of $66.6 million in the year ended November 30, 2014 (which included
$44.1 million of operating earnings and an add back of $22.5 million of net loss attributable to noncontrolling
interests).

Rialto revenues were $221.9 million in the year ended November 30, 2015, compared to $230.5 million in the year
ended November 30, 2014. Revenues decreased primarily due to a decrease in interest income as a result of a decrease
in the portfolio of loans Rialto owns because of loan collections, resolutions and REO foreclosures and because Rialto
no longer recognized interest income under the accretable yield method. Instead, interest income is recognized to the
extent that loan collections exceed their carrying value. This decrease was partially offset by an increase in
securitization revenue and interest income from RMF. In addition, in the years ended November 30, 2015 and 2014,
revenues included $20.0 million and $34.7 million, respectively, of advance distributions with regard to Rialto's
carried interests in its Funds in order to cover income tax obligations resulting from the allocations of taxable income
to Rialto’s carried interests in these funds.

Rialto expenses were $222.9 million in the year ended November 30, 2015, compared to $249.1 million in the year
ended November 30, 2014. Expenses decreased primarily due to a $46.8 million decrease in loan impairments,
partially offset by an increase in RMF securitization expenses, general and administrative expenses and interest
expense.

Rialto equity in earnings from unconsolidated entities was $22.3 million and $59.3 million in the years ended
November 30, 2015 and 2014, respectively, primarily related to the segment's share of net earnings from its Funds.
The decrease in equity in earnings was primarily related to smaller net increases in the fair value of certain assets in
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the Rialto Funds in the year ended November 30, 2015 than in the year ended November 30, 2014.

In the year ended November 30, 2015, Rialto other income, net was $12.3 million, which consisted primarily of $35.2
million of net realized gains on the sale of REO and rental income, net, partially offset by expenses related to owning
and maintaining REO and $12.4 million of impairments on REO. In the year ended November 30, 2014, Rialto other
income, net was $3.4 million, which consisted primarily of $43.7 million of net realized gains on the sale of REO and
rental income, net, partially offset by expenses related to owning and maintaining REO and $19.3 million of
impairments on REO.

Operating loss for our Lennar Multifamily segment was $7.2 million in the year ended November 30, 2015, compared
to $11.0 million in the year ended November 30, 2014. In the year ended November 30, 2015, the operating loss in
Lennar Multifamily primarily related to general and administrative expenses, partially offset by the segment's $22.2
million share of
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gains as a result of the sale of two operating properties by Lennar Multifamily's unconsolidated entities, management
fee income and general contractor income, net. In the year ended November 30, 2014, the operating loss primarily
related to general and administrative expenses, partially offset by the segment's $14.7 million share of gains as a result
of the sale of two operating properties by Lennar Multifamily unconsolidated entities and management fee income.
Corporate general and administrative expenses were $216.2 million, or 2.3% as a percentage of total revenues, in the
year ended November 30, 2015, compared to $177.2 million, or 2.3% as a percentage of total revenues, in the year
ended November 30, 2014.

Net earnings (loss) attributable to noncontrolling interests were $16.3 million and ($10.2) million in the years ended
November 30, 2015 and 2014, respectively. Net earnings attributable to noncontrolling interests in the year ended
November 30, 2015 were primarily attributable to earnings related to Lennar Homebuilding consolidated joint
ventures and the FDIC's interest in the portfolio of real estate loans that we acquired in partnership with the FDIC. Net
loss attributable to noncontrolling interests in the year ended November 30, 2014 was primarily due to a net loss
related to the FDIC's interest in the portfolio of real estate loans that we acquired in partnership with the FDIC,
partially offset by a strategic transaction by one of Lennar Homebuilding's consolidated joint ventures that impacted
noncontrolling interests by $5.6 million.

During the years ended November 30, 2015 and 2014, we had a tax provision of $390.4 million and $341.1 million,
respectively. Our overall effective tax rates were 32.72% and 34.80% for the years ended November 30, 2015 and
2014, respectively. The effective tax rate for the year ended November 30, 2015 included tax benefits for the domestic
production activities deduction and energy tax credits, offset primarily by state income tax expense and accruals for
uncertain tax positions. The reduction was primarily from tax credits related to our increased investment in solar
energy systems in 2015 compared with 2014, and the retroactive enactment of the new energy efficient home credit.
For the year ended November 30, 2015, the impact of the solar energy credit on our effective tax rate was (0.91%). In
addition, the new energy efficient home credit for homes delivered in 2014 was retroactively restored and extended in
December 2014. We were eligible for this tax credit to the extent our homes meet the energy efficiency standards
required under the tax code. The impact of this legislation on the Company’s effective tax rate for the year ended
November 30, 2015 was (1.01%).

Homebuilding Segments

Our Homebuilding operations construct and sell homes primarily for first-time, move-up and active adult homebuyers
primarily under the Lennar brand name. In addition, our homebuilding operations purchase, develop and sell land to
third parties. In certain circumstances, we diversify our operations through strategic alliances and attempt to minimize
our risks by investing with third parties in joint ventures.

As of and for the year ended November 30, 2016, we have aggregated our homebuilding activities into three
reportable segments, which we refer to as Homebuilding East, Homebuilding Central, and Homebuilding West, based
primarily upon similar economic characteristics, geography, and product type. Information about homebuilding
activities in states that do not have economic characteristics that are similar to those in other states in the same
geographic area is grouped under "Homebuilding Other," which is not a reportable segment. References in this
Management’s Discussion and Analysis of Financial Condition and Results of Operations to homebuilding segments
are to those three reportable segments.

During the fourth quarter of 2016, we evaluated all of our reportable segments and as the Houston operating division,
which previously had been reported a separate reportable segment, did not meet the reportable criteria set forth in
Accounting Standards Codification ("ASC") 280, Segment Reporting ("ASC 280"), we aggregated this operating
division into the Homebuilding Central reportable segment as this division exhibits similar economic characteristics,
geography and product type as the other divisions in Homebuilding Central.

In addition, during the first quarter of 2016, we made the decision to divide the Southeast Florida operating division
into two operating segments to maximize operational efficiencies given the continued growth of the division. As a
result of this change in management structure, we re-evaluated our reportable segments and determined that neither
operating segment met the reportable criteria set forth in ASC 280. We aggregated these operating segments into the
Homebuilding East reportable segment as these divisions exhibit similar economic characteristics, geography and
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product type as the other divisions in Homebuilding East.

All prior year segment information has been restated to conform with the 2016 presentation. The changes in the
reportable segments have no effect on our consolidated financial position, results of operations or cash flows for the
periods presented.
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At November 30, 2016 our reportable homebuilding segments and Homebuilding Other consisted of homebuilding
divisions located in:

East: Florida, Georgia, Maryland, New Jersey, North Carolina, South Carolina and Virginia

Central: Arizona, Colorado and Texas

West: California and Nevada

Other: Illinois, Minnesota, Oregon, Tennessee and Washington

The following tables set forth selected financial and operational information related to our homebuilding operations
for the years indicated:

Selected Financial and Operational Data

Years Ended November 30,
(In thousands) 2016 2015 2014
Homebuilding revenues:
East:
Sales of homes $3,887,217 3,524,691 2,915,463
Sales of land 54,119 38,987 25,116
Total East 3,941,336 3,563,678 2,940,579
Central:
Sales of homes 2,218,590 1,888,126 1,584,122
Sales of land 64,989 56,186 65,931
Total Central 2,283,579 1,944,312 1,650,053
West:
Sales of homes 2,704,670 2,338,652 1,761,762
Sales of land 52,988 26,867 34,613
Total West 2,757,658 2,365,519 1,796,375
Other:
Sales of homes 748,040 584,435 578,295
Sales of land 10,724 9,001 59,828
Total Other 758,764 593,436 638,123

Total homebuilding revenues $9,741,337 8,466,945 7,025,130
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Years Ended November 30,
(In thousands) 2016 2015 2014
Operating earnings:
East:
Sales of homes $578,207 578,185 500,412
Sales of land 22,035 10,448 9,160
Equity in earnings (loss) from unconsolidated entities (230 ) 118 1,678
Other income (expense), net (1) 20,579 (1,615 ) 5,185
Other interest expense 3,416 ) (6,273 ) (14,364 )
Total East 617,175 580,863 502,071
Central:
Sales of homes (2) 245,103 196,372 180,248
Sales of land (3) 2,038 13,595 17,113
Equity in earnings (loss) from unconsolidated entities 401 75 (10 )
Other income (expense), net (1,393 ) 775 7,172 )
Other interest expense 174 ) (2,119 ) (6,972 )
Total Central 245,975 208,698 183,207
West:
Sales of homes 396,696 358,054 286,393
Sales of land 16,689 446 11,851
Equity in earnings (loss) from unconsolidated entities (4) (49,731 ) 62,960 (1,647 )
Other income, net (5) 33,728 17,564 7,652
Other interest expense (1,036 ) (3,206 ) (11,530 )
Total West 396,346 435818 292,719
Other:
Sales of homes 76,741 39,393 54,357
Sales of land 3,947 5,613 3,567
Equity in earnings (loss) from unconsolidated entities 285 220 (376 )
Other income, net 4,463 1,892 1,861
Other interest expense — (856 ) (3,685 )
Total Other 85,436 46,262 55,724
Total homebuilding operating earnings $1,344,932 1,271,641 1,033,721

Other income, net, for the year ended November 30, 2016, included gains of $14.5 million on the sales of three clubhouses. Other expense,

(D net, for the year ended November 30, 2015 primarily related to a loss on a strategic sale of an operating property from one of our
consolidated joint ventures, partially offset by noncontrolling interests.
(2) Sales of homes for the year ended November 30, 2014 included a $12.0 million insurance recovery and other nonrecurring items.

Sales of land for the year ended November 30, 2016 included $6.3 million of valuation adjustments to land we intend to sell or have sold to
third parties.

Equity in loss from unconsolidated entities for the year ended November 30, 2016 included our share of costs associated with the FivePoint

combination and operational net losses from the new FivePoint unconsolidated entity, totaling $42.6 million, partially offset by $12.7 million

of equity in earnings from one of our unconsolidated entities primarily due to sales of homesites to third parties. Equity in earnings from

@) unc.olnsoli(.iateq entities for the year ended NovF:mber 30, 2015 includf.:d $82.8.million. of equity ir} earnings from one of our uncqnsglidated
entities primarily due to the sale of a commercial property and homesites to third parties and a gain on debt extinguishment. Equity in loss

from unconsolidated entities for the year ended November 30, 2014 included our share of operating losses from various unconsolidated

entities, which included $4.3 million of our share of valuation adjustments related to assets of Lennar Homebuilding's unconsolidated

entities, partially offset by $4.7 million of equity in earnings as a result of third-party land sales by one unconsolidated entity.

Other income, net, for the year ended November 30, 2016 included $30.1 million of management fee income and a profit participation

(3related to Lennar Homebuilding's strategic joint ventures. Other income, net, for the year ended November 30, 2015 included a $6.5 million
gain on the sale of an operating property.
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Summary of Homebuilding Data
Deliveries:

East

Years Ended
November 30,

Homes
2016 2015 2014
12,483 11,515 9,910

Central 6,788 6,171 5,638

West

5,734 5245 4,141

Other 1,558 1,361 1,314

Total

Of the total homes delivered listed above, 82, 83 and 32 represent home deliveries from unconsolidated entities for the years ended

26,563 24,292 21,003

November 30, 2016, 2015 and 2014, respectively.

East

Years Ended November 30,
Dollar Value (In thousands) Average Sales Price
2016 2015 2014 2016 2015

$3,890,405 3,527,612 2,921,080 $312,000 306,000

Central 2,218,590 1,888,127 1,584,122 327,000 306,000

West

2,757,112 2,383,432 1,775,587 481,000 454,000

Other 748,040 584,435 578,295 480,000 429,000

Total

Of the total dollar value of home deliveries listed above, $55.6 million, $47.7 million and $19.4 million represent the dollar value of home
deliveries from unconsolidated entities for the years ended November 30, 2016, 2015 and 2014, respectively. The home deliveries from

$9,614,147 8,383,606 6,859,084 $362,000 345,000

2014

295,000
281,000
429,000
440,000
327,000

unconsolidated entities had an average sales price of $678,000, $575,000 and $608,000 for the years ended November 30, 2016, 2015 and 2014,
respectively.

Sales Incentives (1):

East

Years Ended November 30,
(In thousands)
2016 2015 2014

$278,979 258,594 231,255

Central183,921 153,173 134,468

West

101,337 80,617 59,148

Other 32,062 25,679 24,286

Total

East

$596,299 518,063 449,157
Years Ended November 30,

Average Sales Incentives
Per
Home Delivered

2016 2015 2014 2016 2015 2014
$22,400 22,500 23,400 6.7% 6.8% 7.4%

Sales Incentives as a
% of Revenue

Central27,100 24,800 23,900 7.7% 7.5% 7.8%

West

17,900 15,600 14,300 3.6% 3.3% 3.2%

Other 20,600 18,900 18,500 4.1% 4.2% 4.0%

Total

(1)Sales incentives relate to home deliveries during the period, excluding deliveries by unconsolidated entities.
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New Orders (2):
Years Ended
November 30,

Homes
2016 2015 2014
East 12,764 11,579 10,123
Central 7,041 6,448 6,116
West 5,910 5,608 4,516
Other 1,657 1,471 1,274
Total 27,372 25,106 22,029
Of the total new orders listed above, 23, 105 and 95 represent new orders from unconsolidated entities for the years ended November 30, 2016,
2015 and 2014, respectively.

Years Ended November 30,
Dollar Value (In thousands) Average Sales Price
2016 2015 2014 2016 2015 2014

East  $3,977,605 3,570,496 2,989,452 $312,000 308,000 295,000
Central 2,354,618 2,037,339 1,742,292 334,000 316,000 285,000
West 2,832,993 2,617,393 1,956,157 479,000 467,000 433,000
Other 788,721 663,247 522,411 476,000 451,000 410,000
Total $9,953,937 8,888,475 7,210,312 $364,000 354,000 327,000
Of the total dollar value of new orders listed above, $9.2 million, $70.2 million and $56.8 million represent the dollar value of new orders from
unconsolidated entities for the years ended November 30, 2016, 2015 and 2014, respectively. The new orders from unconsolidated entities had
an average sales price of $401,000, $669,000 and $598,000 for the years ended November 30, 2016, 2015 and 2014, respectively.
(Z)New orders represent the number of new sales contracts executed with homebuyers, net of cancellations, during the years ended
November 30, 2016, 2015 and 2014.
Backlog:
November 30,
Homes
2016 2015 2014
East (3) 3,243 2,852 2,788
Central 2,321 2,068 1,791
West 1,530 1,354 991
Other (4)529 372 262
Total 7,623 6,646 5,832
Of the total homes in backlog listed above, 30, 89 and 67 represent homes in backlog from unconsolidated entities at November 30, 2016, 2015
and 2014, respectively.

November 30,
Dollar Value (In thousands) Average Sales Price
2016 2015 2014 2016 2015 2014

East $1,065,425 928,098 886,810 $329,000 325,000 318,000

Central 821,608 685,750 536,463 354,000 332,000 300,000

West 748,488 671,524 437,492 489,000 496,000 441,000

Other 256,017 192,379 113,563 484,000 517,000 433,000

Total $2,891,538 2,477,751 1,974,328 $379,000 373,000 339,000

Of the total dollar value of homes in backlog listed above, $16.0 million, $62.4 million and $39.8 million represent the dollar value of homes in
backlog from unconsolidated entities at November 30, 2016, 2015 and 2014, respectively. The homes in backlog from unconsolidated entities
had an average sales price of $533,000, $701,000 and $595,000 at November 30, 2016, 2015 and 2014, respectively.

(3)During the year ended November 30, 2016, we acquired 110 homes in backlog.

(4)During the year ended November 30, 2016, we acquired 58 homes in backlog.

78



32

Edgar Filing: LENNAR CORP /NEW/ - Form 10-K

79



Edgar Filing: LENNAR CORP /NEW/ - Form 10-K

Table of Contents

Backlog represents the number of homes under sales contracts. Homes are sold using sales contracts, which are
generally accompanied by sales deposits. In some instances, purchasers are permitted to cancel sales if they fail to
qualify for financing or under certain other circumstances. We do not recognize revenue on homes under sales
contracts until the sales are closed and title passes to the new homeowners.

We experienced cancellation rates in our homebuilding segments and Homebuilding Other as follows:
Years Ended
November 30,

2016 2015 2014
East 14% 15% 16%
Central20% 21% 21%
West 15% 13% 14%
Other 11% 11% 13%
Total 16% 16% 17%
Active Communities:

November 30,

2016 2015 2014
East 303 284 265
Central199 206 195
West 135 119 111
Other 58 56 54
Total 695 665 625

Of the total active communities listed above, two communities represent active communities being developed by unconsolidated entities as of

November 30, 2016. Of the total active communities listed above, three communities represent active communities being constructed by
unconsolidated entities as of both November 30, 2015 and 2014.

The following table details our gross margins on home sales for the years ended November 30, 2016, 2015 and 2014

for each of our reportable homebuilding segments and Homebuilding Other:

Years Ended November 30,
(Dollars in thousands) 2016 2015 2014
East:
Sales of homes $3,887,217 3,524,691 2,915,463
Costs of homes sold 2,935,921 2,599,855 2,112,474
Gross margins on home sales 951,296  24.5% 924,836 26.2%802,989 27.5%
Central:
Sales of homes 2,218,590 1,888,126 1,584,122
Costs of homes sold 1,752,781 1,485,243 1,225,638
Gross margins on home sales 465,809 21.0% 402,883 21.3%358,484 22.6%
West:
Sales of homes 2,704,670 2,338,652 1,761,762
Costs of homes sold 2,086,480 1,773,651 1,305,208
Gross margins on home sales 618,190  22.9% 565,001 24.2%456,554 25.9%
Other:
Sales of homes 748,040 584,435 578,295
Costs of homes sold 587,671 474,101 460,089
Gross margins on home sales 160,369  21.4% 110,334 18.9% 118,206 20.4%

Total gross margins on home sales $2,195,66423.0% 2,003,054 24.0% 1,736,23325.4%
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2016 versus 2015

Homebuilding East: Revenues from home sales increased in 2016 compared to 2015, primarily due to an increase in
the number of home deliveries in all the states in the segment, except Virginia and Georgia, and an increase in the
average sales price of homes delivered in all the states in the segment, except Florida. The increase in the number of
deliveries was primarily driven by an increase in active communities over the last year primarily in Florida and/or
driven by higher demand as the number of deliveries per active community increased. The decrease in home deliveries
in Virginia and Georgia was primarily driven by a decrease in active communities that had a high volume of home
deliveries in 2015. The increase in the average sales price of homes delivered was primarily due to a change in
product mix as there was an increase in home deliveries in higher-priced communities in 2016 compared to the same
period last year and/or because we have been able to increase the sales price in certain of our communities due to
favorable market conditions. The decrease in average sales price of homes delivered in Florida was primarily driven
by a change in product mix due to closing out the remaining homes in higher-priced communities in prior year and
opening lower-priced communities in 2016. In addition, we have also been able to increase the sales prices in certain
of our communities due to favorable market conditions. Gross margin percentage on home sales decreased compared
to the same period last year primarily due to an increase in land and direct construction costs per home, partially offset
by an increase in average sales price of homes delivered.

Homebuilding Central: Revenues from home sales increased in 2016 compared to 2015, primarily due to an increase
in the number of home deliveries and in the average sales price of homes delivered in all the states in the segment. The
increase in the number of deliveries was primarily driven by higher demand as the number of deliveries per active
community increased. The increase in the average sales price of homes delivered was primarily due to a change in
product mix driven by an increase in home deliveries in higher-priced close out communities in 2016 compared to the
same period last year and/or because we have been able to increase the sales prices in certain of our communities due
to favorable market conditions. Gross margin percentage on home sales slightly decreased compared to the same
period last year primarily due to an increase in land costs per home, partially offset by an increase in the average sales
price of homes delivered.

Homebuilding West: Revenues from home sales increased in 2016 compared to 2015, primarily due to an increase in
the number of home deliveries in California, partially offset by a decrease in the number of home deliveries in Nevada
and an increase in the average sales price of homes delivered in all the states in the segment. The increase in the
number of deliveries in California was primarily driven by an increase in active communities over the last year and/or
by higher demand as the number of deliveries per active community increased. The decrease in the number of
deliveries in Nevada was primarily driven by lower demand as the number of deliveries per active community
decreased due to a change in product mix (selling at different price points) from the same period last year. The
increase in the average sales price of homes delivered was primarily due to a change in product mix (selling at
different price points) and/or because we have been able to increase the sales prices in certain of our communities due
to favorable market conditions. Gross margin percentage on home sales decreased compared to the same period last
year primarily due to an increase in land costs per home and an increase in sales incentives offered to homebuyers as a
percentage of revenues from home sales, partially offset by an increase in the average sales price of homes delivered.
Homebuilding Other: Revenues from home sales increased in 2016 compared to 2015, primarily due to an increase in
the number of home deliveries in all the states in Homebuilding Other and an increase in the average sales price of
homes delivered in all states in Homebuilding Other, except Minnesota. The increase in the number of deliveries was
primarily driven by an increase in active communities over the last year and/or by higher demand as the number of
deliveries per active community increased. The increase in the average sales price of homes delivered was primarily
due to an increase in home deliveries in higher-priced communities in 2016 compared to the same period last year.
The decrease in the average sales price of homes delivered in Minnesota was primarily due to the lower average sales
price of the homes acquired in backlog. Gross margin percentage on home sales increased compared to the same
period last year primarily due to an increase in the average sales price of homes delivered and a decrease in
construction and land costs per home (prior year's land costs per home included a valuation adjustment of $9.6 million
in our Northeast Urban operations).

2015 versus 2014
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Homebuilding East: Revenues from home sales increased in 2015 compared to 2014 primarily due to an increase in
the number of home deliveries and average sales price of homes delivered in all the states of the segment. The
increase in the number of deliveries was primarily driven by an increase in active communities over 2014 and/or
driven by higher demand as the number of deliveries per active community increased. The increase in the average
sales price of homes delivered was primarily because we have been able to increase the sales price of homes delivered
and/or reduce sales incentives in certain of our communities due to favorable market conditions. Gross margin
percentage on homes decreased compared to 2014 primarily due to an increase in direct construction and land costs
per home, partiall by an increase in the average sales price of homes delivered and a decrease in sales
incentives offered to homebuyers as a percentage of revenues from home sales.
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Homebuilding Central: Revenues from home sales increased in 2015 compared to 2014 primarily due to an increase
in the number of home deliveries in all the states of the segment, except Arizona, and an increase in the average sales
price of homes delivered in all the states of the segment. The increase in the number of deliveries was primarily driven
by an increase in active communities over 2014 and/or driven by higher demand as the number of deliveries per active
community increased. The decrease in the number of homes delivered in Arizona was primarily due to the timing of
deliveries in certain of our communities. The increase in the average sales price of homes delivered was primarily
because we have been able to increase the sales price of homes delivered and/or we have been able to reduce sales
incentives in certain of our communities due to favorable market conditions. Gross margin percentage on homes
decreased compared to 2014 primarily due to an increase in land costs per home and because 2014 included $11.9
million of insurance recoveries and other nonrecurring items, which increased the gross margin percentage in 2014 by
70 basis points.

Homebuilding West: Revenues from home sales increased in 2015 compared to 2014 primarily due to an increase in
the number of home deliveries and in the average sales price of homes delivered in all the states of the segment. The
increase in the number of deliveries was primarily driven by an increase in active communities over 2014 and/or
driven by higher demand as the number of deliveries per active community increased. The increase in the average
sales price of homes delivered was primarily because we have been able to increase the sales price of homes delivered
in certain of our communities due to favorable market conditions. Gross margin percentage on homes decreased
compared to 2014 primarily due to an increase in land costs per home, which included a valuation adjustment of $5.8
million in California, partially offset by an increase in the average sales price of homes delivered.

Homebuilding Other: Revenues from home sales increased in 2015 compared to 2014 primarily due to an increase in
the number of homes delivered in Tennessee, Oregon and Washington driven by higher demand as the number of
deliveries per active community increased. This was partially offset by a decrease in the average sales price of homes
delivered in Tennessee and in our Northeast Urban operations primarily as a result of a change in product mix due to
timing of deliveries in certain communities. Gross margin percentage on homes sales decreased compared to 2014
primarily due to an increase in land costs per home, which included a valuation adjustment of $9.6 million in our
Northeast Urban operations primarily related to a strategic decision to move forward on an inactive asset and an
increase in sales incentives offered to homebuyers as a percentage of revenues from home sales.

Lennar Financial Services Segment

Our Lennar Financial Services reportable segment provides mortgage financing, title insurance and closing services
for both buyers of our homes and others. Our Lennar Financial Services segment sells substantially all of the loans it
originates within a short period in the secondary mortgage market, the majority of which are sold on a servicing
released, non-recourse basis. After the loans are sold, we retain potential liability for possible claims by purchasers
that we breached certain limited industry-standard representations and warranties in the loan sale agreements.

The following table sets forth selected financial and operational information related to our Lennar Financial Services
segment:

Years Ended November 30,
(Dollars in thousands) 2016 2015 2014
Revenues $687,255 620,527 454,381
Costs and expenses 523,638 492,732 374,243
Operating earnings $163,617 127,795 80,138
Dollar value of mortgages originated $9,343,000 8,877,000 5,950,000
Number of mortgages originated 33,500 32,600 23,300
Mortgage capture rate of Lennar homebuyers 82 % 82 % T8 %
Number of title and closing service transactions 116,000 108,600 90,700
Number of title policies issued 298,900 263,500 220,400

Rialto Segment

Our Rialto reportable segment is a commercial real estate investment, investment management, and finance company
focused on raising, investing and managing third-party capital, originating and selling into securitizations commercial
mortgage loans as well as investing our own capital in real estate related mortgage loans, properties and related
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securities. Rialto utilizes its vertically-integrated investment and operating platform to underwrite, diligence, acquire,
manage, workout and add value to diverse portfolios of real estate loans, properties and securities as well as providing
strategic real estate capital. Rialto's primary focus is to manage third-party capital and to originate and sell into
securitizations commercial mortgage loans. Rialto has continued the workout and/or oversight of billions of dollars of
real estate assets across the United States, including commercial
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and residential real estate loans and properties as well as mortgage backed securities with the objective of generating
superior, risk-adjusted returns. To date, many of the investment and management opportunities have arisen from the
dislocation in the United States real estate markets and the restructuring and recapitalization of those markets.
Rialto's operating earnings (loss) were as follows:

Years Ended November 30,
(In thousands) 2016 2015 2014
Revenues $233,966 221,923 230,521
Costs and expenses (1) 229,769 222,875 249,114
Rialto equity in earnings from unconsolidated entities 18,961 22,293 59,277
Rialto other income (expense), net (39,850 ) 12,254 3,395
Operating earnings (loss) (2) $(16,692) 33,595 44,079

Costs and expenses included loan impairments of $18.2 million, $10.4 million and $57.1 million for the years ended November 30, 2016,
2015 and 2014, respectively, primarily associated with the segment's FDIC loans portfolio (before noncontrolling interests).
Operating earnings (loss) for the years ended November 30, 2016, 2015 and 2014 included net earnings (loss) attributable to noncontrolling
interests of ($18.8) million, $4.8 million and ($22.5) million, respectively.

The following is a detail of Rialto other income (expense), net:

Years Ended November 30,
(In thousands) 2016 2015 2014
Realized gains on REO sales, net $17,495 35,242 43,671
Unrealized losses on transfer of loans receivable to REO and impairments, net (23,087 ) (13,678) (26,107)
REO and other expenses (54,008 ) (57,740) (58,067)
Rental and other income (1) 19,750 48,430 43,898
Rialto other income (expense), net $(39,850) 12,254 3,395

1 Rental and other income for the year ended November 30, 2016, included a $16.0 million write-off of uncollectible receivables related to the
hospital.

Rialto Mortgage Finance

RMF originates and sells into securitizations five, seven and ten year commercial first mortgage loans, generally with
principal amounts between $2 million and $75 million, which are secured by income producing properties. This
business has become a significant contributor to Rialto's revenues.

During the year ended November 30, 2016, RMF originated loans with a total principal balance of $1.8 billion, of
which $1.7 billion were recorded as loans held-for-sale and $81.2 million as accrual loans within loans receivable, net,
and sold $1.9 billion of loans into 11 separate securitizations. During the year ended November 30, 2015, RMF
originated loans with a total principal balance of $2.7 billion and sold $2.4 billion of loans into 12 separate
securitizations. As of November 30, 2016 and 2015, originated loans with an unpaid principal balance of $199.8
million and $151.8 million, respectively, were sold into a securitization trust but not settled and thus were included as
Rialto's receivables, net.

Loans Receivable

In 2010, our Rialto segment acquired indirectly 40% managing member equity interests in two limited liability
companies ("LLCs") in partnership with the FDIC, which retained 60% equity interests in the LLCs, for
approximately $243 million (net of transaction costs and a $22 million working capital reserve). The LLCs held
performing and non-performing loans formerly owned by 22 failed financial institutions and when our Rialto segment
acquired its interests in the LLCs, the two portfolios consisted of approximately 5,500 distressed residential and
commercial real estate loans. If the LLCs exceed expectations and meet certain internal rate of returns and distribution
thresholds, our equity interest in the LL.Cs could be reduced from 40% down to 30%, with a corresponding increase to
the FDIC’s equity interest from 60% up to 70%. As these thresholds have not been met, distributions continue being
shared 60% / 40% with the FDIC. During the years ended November 30, 2016 and 2015, the LLCs distributed $108.2
million and $149.7 million, respectively, of which $64.9 million and $89.8 million, respectively, was distributed to the
FDIC and $43.3 million and $59.9 million, respectively, was distributed to Rialto, the parent company.
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The LLCs met the accounting definition of variable interest entities ("VIEs") and since we were determined to be the
primary beneficiary, we consolidated the LL.Cs. We were determined to be the primary beneficiary because we have
the power to direct the activities of the LLCs that most significantly impact the LLCs’ performance through Rialto's
management and
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servicer contracts. At November 30, 2016, these consolidated LLCs had total combined assets and liabilities of $213.8
million and $10.3 million, respectively. At November 30, 2015, these consolidated LLCs had total combined assets
and liabilities of $355.2 million and $11.3 million, respectively.

Also, in 2010, our Rialto segment acquired approximately 400 distressed residential and commercial real estate loans
and over 300 REO properties from three financial institutions. We paid $310 million for the distressed real estate and
real estate related assets of which $124 million was financed through a 5-year senior unsecured note provided by one
of the selling institutions for which the maturity was subsequently extended. The remaining balance of $30.3 million,
which was due in December 2016, was fully paid off as of November 30, 2016.

Investments

Rialto is the sponsor of and an investor in private equity vehicles that invest in and manage real estate related assets
and other related investments. These include:

Private Equity Vehicle Inception Year Commitment

Rialto Real Estate Fund, LP 2010 $700 million (including $75 million by us)
Rialto Real Estate Fund II, LP 2012 $1.3 billion (including $100 million by us)
Rialto Mezzanine Partners Fund, LP 2013 $300 million (including $34 million by us)
Rialto Capital CMBS Funds 2014 $119 million (including $52 million by us)
Rialto Real Estate Fund III 2015 $1.3 billion (including $100 million by us)
Rialto Credit Partnership, LP 2016 $220 million (including $20 million by us)

Rialto also earns fees for its role as a manager of these vehicles and for providing asset management and other
services to those vehicles and other third parties.

At November 30, 2016 and 2015, the carrying value of Rialto's non-investment grade commercial mortgage-backed
securities ("CMBS") was $71.3 million and $25.6 million, respectively. These securities were purchased at discount
rates ranging from 39% to 72% with coupon rates ranging from 1.3% to 4.0%, stated and assumed final distribution
dates between November 2020 and November 2026, and stated maturity dates between November 2048 and March
2059. The Rialto segment classified these securities as held-to-maturity based on its intent and ability to hold the
securities until maturity.

In 2014, the Rialto segment invested $18 million in a private commercial real estate services company. The
investment was carried at cost at both November 30, 2016 and 2015 and is included in Rialto's other assets.

Lennar Multifamily Segment

We have been actively involved, primarily through unconsolidated entities, in the development, construction and
property management of multifamily rental properties. Our Lennar Multifamily segment focuses on developing a
geographically diversified portfolio of institutional quality multifamily rental properties in select U.S. markets.

As of November 30, 2016 and 2015, our balance sheet had $526.1 million and $415.4 million, respectively, of assets
related to our Lennar Multifamily segment, which included investments in unconsolidated entities of $318.6 million
and $250.9 million, respectively. Our net investment in the Lennar Multifamily segment as of November 30, 2016 and
2015 was $412.9 million and $348.4 million, respectively. During the year ended November 30, 2016, our Lennar
Multifamily segment sold seven operating properties through its unconsolidated entities resulting in the segment's
$91.0 million share of gains. During the years ended November 30, 2015 and 2014, our Lennar Multifamily segment
sold two operating properties through its unconsolidated entities each year resulting in the segment's $22.2 million and
$14.7 million share of gains, respectively. In addition, during the year ended November 30, 2016, our Lennar
Multifamily segment sold land to third parties generating gross profit of $5.6 million.

Our Lennar Multifamily segment had equity investments in 28 and 29 unconsolidated entities (including the Lennar
Multifamily Venture, the "Venture") as of November 30, 2016 and 2015, respectively. As of November 30, 2016, our
Lennar Multifamily segment had interests in 53 communities with development costs of $4.8 billion, of which five
communities were completed and operating, 13 communities were partially completed and leasing, 24 communities
were under construction and the remaining communities were either owned or under contract. As of November 30,
2016, our Lennar Multifamily segment also had a pipeline of potential future projects totaling $2.8 billion in assets
across a number of states that would be developed primarily by future unconsolidated entities.
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In 2015, the Lennar Multifamily segment completed the initial closing of the Venture for the development,
construction and property management of class-A multifamily assets and in October 2016, the Lennar Multifamily
segment finalized the fund raising for the Venture with commitments totaling $2.2 billion, including a $504 million
co-investment commitment by us.

Financial Condition and Capital Resources

At November 30, 2016, we had cash and cash equivalents related to our homebuilding, financial services, Rialto and
multifamily operations of $1.3 billion, compared to $1.2 billion and $1.3 billion at November 30, 2015 and 2014,
respectively.

We finance all of our activities including Homebuilding, financial services, Rialto, multifamily and general operating
needs primarily with cash generated from our operations, debt issuances and equity offerings as well as cash borrowed
under our warehouse lines of credit and our credit facility.

Operating Cash Flow Activities

During 2016, 2015 and 2014, cash provided by (used in) operating activities totaled $507.8 million, ($419.6) million
and ($788.5) million, respectively. During 2016, cash provided by operating activities was positively impacted by our
net earnings, a net decrease in loans held-for-sale primarily related to RMF due to the timing of the securitizations and
an increase in accounts payable and other liabilities, partially offset by a smaller increase in inventories than in
previous years due to our soft-pivot strategy, and an increase in receivables and other assets. For the year ended
November 30, 2016, distributions of earnings from unconsolidated entities were (1) $1.7 million from Lennar
Homebuilding unconsolidated entities, (2) $14.0 million from Rialto unconsolidated entities, and (3) $86.3 million
from Lennar Multifamily unconsolidated entities.

During 2015, cash used in operating activities was impacted by an increase in inventories due to strategic land
purchases and land development costs, an increase of $213.5 million in Rialto loans held-for-sale related to RMF and
an increase of $105.2 million in Lennar Financial Services loans held-for-sale, partially offset by our net earnings and
an increase in accounts payable and other liabilities. For the year ended November 30, 2015, distributions of earnings
from unconsolidated entities were (1) $26.3 million from Lennar Homebuilding unconsolidated entities, (2) $13.3
million from Rialto unconsolidated entities, and (3) $21.1 million from Lennar Multifamily unconsolidated entities.
During 2014, cash used in operating activities was impacted by an increase in inventories due to strategic land
purchases and land development costs, an increase of $326.1 million in Lennar Financial Services loans held-for-sale
due to increased home deliveries towards the end of 2014 and an increase in receivables, partially offset by our net
earnings and an increase in accounts payable and other liabilities. For the year ended November 30, 2014,
distributions of earnings from unconsolidated were (1) $5.3 million from Lennar Homebuilding unconsolidated
entities, (2) $2.5 million from Rialto unconsolidated entities, and (3) $14.5 million from Lennar Multifamily
unconsolidated entities.

Investing Cash Flow Activities

During 2016, 2015 and 2014, cash (used in) provided by investing activities totaled ($85.8) million, ($98.4) million
and $438.4 million, respectively. During 2016, our cash used in investing activities was primarily impacted by cash
contributions to unconsolidated entities of (1) $198.2 million to Lennar Multifamily unconsolidated entities primarily
related to contributions to the Venture (2) $184.2 million to Lennar Homebuilding unconsolidated entities primarily
for working capital, and (3) $43.4 million to Rialto unconsolidated entities comprised of $28.8 million contributed to
the Rialto Capital CMBS Funds ("CMBS Funds"), $7.2 million contributed to Rialto Real Estate Fund III ("Fund III"),
$5.7 million contributed to the Rialto Credit Partnership, LP ("RCP") and $1.7 million contributed to other
investments. In addition, cash used in investing activities was impacted by purchases of CMBS by our Rialto segment
and origination of loans receivable primarily related to floating rate loans originated by RMF. This was partially offset
by distributions of capital from unconsolidated entities of (1) $251.2 million from Lennar Multifamily unconsolidated
entities, of which $193.7 million was distributed by the Venture, (2) $44.6 million from Lennar Homebuilding
unconsolidated entities, and (3) $27.4 million from Rialto unconsolidated entities comprised of $12.8 million
distributed by Rialto Real Estate Fund II, LP (" Fund I1"), $11.7 million distributed by the Rialto Mezzanine Partners
Fund, LP ("Mezzanine Fund") and $2.9 million distributed by the CMBS Funds; by the receipt of $97.9 million of
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proceeds from the sales of REO; and $84.4 million of receipts of principal payments on loans receivable and
settlement of accrual loans.

During 2015, our cash used in investing activities was primarily impacted by cash contributions to unconsolidated
entities of (1) $210.7 million to Lennar Homebuilding unconsolidated entities primarily for working capital, (2) $63.0
million to Rialto unconsolidated entities comprised of $41.7 million contributed to Fund II, $13.3 million contributed
to the Mezzanine Fund and $8.0 million contributed to the CMBS Funds, and (3) $41.3 million to Lennar Multifamily
unconsolidated entities primarily for working capital. In addition, cash used in investing activities was impacted by
purchases of investment securities and loans held-for-investments. This was partially offset by the receipt of $73.7
million of proceeds from the sale of a Lennar Homebuilding operating property, $155.3 million of proceeds from the
sales of REO and by distributions of capital from
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unconsolidated entities of (1) $118.0 million from Lennar Homebuilding unconsolidated entities, (2) $78.1 million
from Lennar Multifamily unconsolidated entities, of which $55.3 million was distributed by the Venture, and (3)
$22.9 million from Rialto unconsolidated entities comprised of $16.9 million distributed by Fund II, $3.4 million
distributed by the Mezzanine Fund and $2.6 million distributed by the CMBS Funds.

During 2014, our cash provided by investing activities was primarily related to the receipt of $269.7 million of
proceeds from the sale of REO, $43.9 million of proceeds from the sale of a Lennar Homebuilding operating property
and $51.9 million of proceeds from the sale of Lennar Homebuilding investments available-for-sale. In addition, cash
provided by investing activities increased due to distributions of capital from unconsolidated entities of (1) $143.5
million from Lennar Homebuilding unconsolidated entities, (2) $66.9 million from Lennar Multifamily
unconsolidated entities, and (3) $68.9 million from Rialto unconsolidated entities comprised of $32.5 million
distributed by Rialto Real Estate Fund, LP, $9.0 million distributed by Fund II, $16.5 million distributed by the
Mezzanine Fund and $10.9 million distributed by the CMBS Funds. This was partially offset by $21.3 million for
purchases of Lennar Homebuilding investments available-for-sale and by cash contributions to unconsolidated entities
of (1) $87.5 million to Lennar Homebuilding unconsolidated entities primarily for working capital, (2) $41.5 million
to Rialto unconsolidated entities comprised of $7.6 million contributed to Fund II, $18.1 million contributed to the
Mezzanine Fund and $15.8 million contributed to the CMBS Funds, and (3) $30.8 million to Lennar Multifamily
unconsolidated entities primarily for working capital.

Financing Cash Flow Activities

During 2016, 2015 and 2014, our cash (used in) provided by financing activities totaled ($250.9) million, $394.7
million and $661.4 million, respectively. During 2016, our cash used in financing activities was primarily impacted by
(1) the redemption of $250 million aggregate principal amount of our 6.50% senior notes due April 2016 (the "6.50%
Senior Notes"), (2) $234.0 million of cash payments in connection with exchanges or conversions of our 2.75%
convertible senior notes due December 2020 (the "2.75% Convertible Senior Notes"), (3) $211.0 million of principal
payments on other borrowings, (4) $111.3 million of net repayments under our Rialto's warehouse repurchase
facilities, and (5) $127.4 million of payments related to noncontrolling interests. The cash used in financing activities
was partially offset by the receipt of proceeds of the sale of $500 million aggregate principal amount of our 4.750%
senior notes due 2021 (the "4.750% Senior Notes") and $218.8 million of net borrowings under our Lennar Financial
Services' warehouse repurchase facilities.

During 2015, our cash provided by financing activities was primarily attributed to the receipt of proceeds related to
the sale of (1) $400 million aggregate principal amount of 4.875% senior notes due 2023, (2) an additional $250
million aggregate principal amount of our 4.50% senior notes due November 2019, and (3) $500 million aggregate
principal amount of our 4.750% senior notes due 2025; proceeds of $101.6 million from other borrowings; and net
borrowings of $366.3 million under our Lennar Financial Services' and Rialto's warehouse repurchase facilities. This
cash provided by financing activities was partially offset by the redemption of $500 million principal amount of our
5.60% senior notes due 2015, exchanges and conversions of $212.1 million principal amount of our 2.75%
Convertible Senior Notes, principal payments of $258.1 million on other borrowings, and payments of $133.4 million
related to noncontrolling interests.

During 2014, our cash provided by financing activities was primarily attributed to the receipt of proceeds related to
the sale of (1) $500 million aggregate principal amount of our 4.500% senior notes due June 2019, (2) $350 million
aggregate principal amount of our 4.50% senior notes due November 2019, and (3) an additional $100 million
aggregate principal amount of Rialto's 7.00% senior notes due 2018 (the "7.00% Senior Notes"); proceeds of $94.4
million related to the issuance of Rialto's structured note offerings (the "Structured Notes"); and net borrowings of
$389.5 million under our Lennar Financial Services' and Rialto's warehouse repurchase facilities. The cash provided
by financing activities was partially offset by the redemption of $250 million principal amount of our 5.50% senior
notes due 2014, principal payments of $299.7 million on other borrowings, and payments of $155.6 million related to
noncontrolling interests.
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Debt to total capital ratios are financial measures commonly used in the homebuilding industry and are presented to

assist in understanding the leverage of our Lennar Homebuilding operations. Lennar Homebuilding debt to total
capital and net Lennar Homebuilding debt to total capital were calculated as follows:

November 30,
(Dollars in thousands) 2016 2015
Lennar Homebuilding debt $4,575,977 5,025,130
Stockholders’ equity 7,026,042 5,648,944
Total capital $11,602,019 10,674,074
Lennar Homebuilding debt to total capital 394 % 47.1 %
Lennar Homebuilding debt $4,575,977 5,025,130
Less: Lennar Homebuilding cash and cash equivalents 1,050,138 893,408
Net Lennar Homebuilding debt $3,525,839 4,131,722
Net Lennar Homebuilding debt to total capital (1) 334 % 42.2 %

Net Lennar Homebuilding debt to total capital is a non-GAAP financial measure defined as net Lennar Homebuilding debt (Lennar
Homebuilding debt less Lennar Homebuilding cash and cash equivalents) divided by total capital (net Lennar Homebuilding debt plus
stockholders' equity). We believe the ratio of net Lennar Homebuilding debt to total capital is a relevant and a useful financial measure to
investors in understanding the leverage employed in our Lennar Homebuilding operations. However, because net Lennar Homebuilding debt
to total capital is not calculated in accordance with GAAP, this financial measure should not be considered in isolation or as an alternative to
financial measures prescribed by GAAP. Rather, this non-GAAP financial measure should be used to supplement our GAAP results.

At November 30, 2016, Lennar Homebuilding debt to total capital was lower compared to the prior year period,
primarily as a result of an increase in stockholder’s equity primarily related to our net earnings and the conversion of
all of our 3.25% convertible senior notes due 2021 (the "3.25% Convertible Senior Notes") to stockholder's equity and
a decrease in Lennar Homebuilding debt.

We are continually exploring various types of transactions to manage our leverage and liquidity positions, take
advantage of market opportunities and increase our revenues and earnings. These transactions may include the
issuance of additional indebtedness, the repurchase of our outstanding indebtedness for cash or equity, the acquisition
of homebuilders and other companies, the purchase or sale of assets or lines of business, the issuance of common
stock or securities convertible into shares of common stock, and/or pursuing other financing alternatives. In
connection with some of our more recently formed businesses, such as Rialto and Lennar Multifamily, we may also
consider other types of transactions such as restructurings, joint ventures, spin-offs or initial public offerings. If any of
these transactions are implemented, they could materially impact the amount and composition of our indebtedness
outstanding, increase our interest expense, dilute our existing stockholders and/or affect the net book value of our
assets. At November 30, 2016, we had no agreements or understandings regarding any significant transactions other
than an agreement to acquire WCL.

On September 22, 2016, we entered into an Agreement and Plan of Merger (the "Merger Agreement") with WCI
under which we will acquire WCI through a merger for a combination of our Class A common stock and cash totaling
$23.50 per share of WCI common stock. It is currently anticipated that the merger consideration payable to WCI
stockholders will be $11.75 in cash and $11.75 in Class A common stock, with the Class A common stock valued at
the average of its volume weighted average price on the New York Stock Exchange ("NYSE") on each of the ten
NYSE trading days before closing. For example, if the merger consideration is paid half in cash and half on our Class
A common stock, based on the volume weighted average price of our Class A common stock on the ten NYSE trading
days ended January 11, 2017, which was approximately $43.50 per share, a WCI stockholder would receive
approximately 0.27 shares of our Class A common stock (as well as $11.75 in cash) with regard to each share of WCI
common stock. However, we have the right to reduce the portion of the merger consideration that will be Class A
common stock and increase the portion that will be cash, including the right to make the entire merger consideration
cash. WCI can terminate the Merger Agreement to engage in a transaction that its Board of Directors deems to be
more favorable to its stockholders than the transaction with the Company, unless the Company will match the deemed
more favorable transaction. However, if WCI terminates the Merger Agreement to engage in another transaction, it
will have to pay the Company a termination fee of $22.5 million. The Merger Agreement contains customary
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representations and warranties by the parties, and is subject to closing conditions, including the need for approval by
the holders of WCI’s common stock. It is anticipated that a meeting of WCI stockholders to vote on the transaction will
be held in February 2017, and, if the transaction is approved by the WCI stockholders, it will close promptly after the
stockholder vote.
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The following table summarizes our Lennar Homebuilding senior notes and other debts payable:

November 30,

(Dollars in thousands) 2016 2015
12.25% senior notes due 2017 $398,232 396,252
4.75% senior notes due December 2017 398,479 397,736
6.95% senior notes due 2018 248,474 247,632
4.125% senior notes due December 2018 273,889 273,319
4.500% senior notes due 2019 498,002 497,210
4.50% senior notes due 2019 597,474 596,622
4.750% senior notes due 2021 496,547 —
4.750% senior notes due 2022 568,404 567,325
4.875% senior notes due December 2023 394,170 393,545
4.750% senior notes due 2025 496,226 495,784
6.50% senior notes due 2016 — 249,905
2.75% convertible senior notes due 2020 — 233,225
3.25% convertible senior notes due 2021 — 398,194

Mortgages notes on land and other debt 206,080 278,381

$4,575,977 5,025,130
Our Lennar Homebuilding average debt outstanding was $5.1 billion with an average rate for interest incurred of 5.1%
for the year ended November 30, 2016, compared to $5.2 billion with an average rate for interest incurred of 4.9% for
the year ended November 30, 2015. Interest incurred related to Lennar Homebuilding debt for the year ended
November 30, 2016 was $281.4 million, compared to $288.5 million in 2015. The majority of our short-term
financing needs, including financings for land acquisition and development activities and general operating needs, are
met with cash generated from operations, proceeds from debt as well as borrowings under our Credit Facility.

The terms of each of our senior notes outstanding at November 30, 2016 were as follows:
Principal Net

Senior Notes Outstanding (1) Amount Proceeds (2) Price Dates Issued

(Dollars in thousands)

12.25% senior notes due 2017 $400,000 $386,700 98.098% April 2009

4.75% senior notes due December 2017 400,000 395,900 100 % July 2012, August 2012

6.95% senior notes due 2018 250,000 243,900 98.929% May 2010

4.125% senior notes due December 2018 275,000 271,718 99.998% February 2013

4.500% senior notes due 2019 500,000 495,725 (3) February 2014

4.50% senior notes due 2019 600,000 595,801 (4) November 2014, February 2015
4.750% senior notes due 2021 500,000 495974 100 % March 2016

4.750% senior notes due 2022 575,000 567,585 (5) October 2012, February 2013, April 2013
4.875% senior notes due December 2023 400,000 393,622 99.169% November 2015

4.750% senior notes due 2025 500,000 495,528 100 % April 2015

Interest is payable semi-annually for each of the series of senior notes. The senior notes are unsecured and unsubordinated, but are guaranteed
by substantially all of the our 100% owned homebuilding subsidiaries.

We generally uses the net proceeds for working capital and general corporate purposes, which can include the repayment or repurchase of
other outstanding senior notes.

ey
@)

(3) We issued $400 million aggregate principal amount at a price of 100% and $100 million aggregate principal amount at a price of 100.5%.
(4)We issued $350 million aggregate principal amount at a price of 100% and $250 million aggregate principal amount at a price of 100.25%.

( 5)We issued $350 million aggregate principal amount at a price of 100%, $175 million aggregate principal amount at a price of 98.073% and

$50 million aggregate principal amount at a price of 98.250%.
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In March 2016, we retired our 6.50% Senior Notes for 100% of the $250 million outstanding principal amount, plus
accrued and unpaid interest.

During the year ended November 30, 2016, all of the $400 million aggregate principal amount of the 3.25%
Convertible Senior Notes were converted or redeemed for 17.0 million shares of Class A common stock, plus accrued
and unpaid interest through the date of the conversions/redemptions and small cash premiums. The 3.25% Convertible
Senior Notes were converted or redeemed at the initial conversion rate of 42.5555 shares of Class A common stock
per $1,000 principal amount of the 3.25% Convertible Senior Notes, which is equivalent to an initial conversion price
of approximately $23.50 per share of Class A common stock.

During the year ended November 30, 2016, all of the remaining $234 million in aggregate outstanding principal
amount of the 2.75% Convertible Senior Notes were converted or exchanged by the holders for approximately $234
million in cash and 5.2 million shares of Class A common stock, plus accrued and unpaid interest with respect to the
exchanges. The 2.75% Convertible Senior Notes were convertible into cash, shares of Class A common stock or a
combination of both, at our election. However, we settled the face value of the 2.75% Convertible Senior Notes in
cash. Holders converted or exchanged the 2.75% Convertible Senior Notes at the initial conversion rate of 45.1794
shares of Class A common stock per $1,000 principal amount, which is equivalent to an initial conversion price of
approximately $22.13 per share of Class A common stock.

Subsequent to November 30, 2016, we issued $600 million aggregate principal amount of 4.125% senior notes due
2022 (the "4.125% Senior Notes") at a price of 100%. Proceeds from the offering, after underwriting fees but before
expenses, are estimated to be $596.1 million. We will use the net proceeds from the sales of the 4.125% Senior Notes
to fund all or a portion of the cash consideration for our acquisition of WCI, to pay costs and expenses related to the
acquisition of WCI and/or for general corporate purposes, which may include the repayment or repurchase of our debt.
Interest on the 4.125% Senior Notes is due semi-annually beginning July 15, 2017. The 4.125% Senior Notes are
unsecured and unsubordinated, but are guaranteed by substantially all of our 100% owned homebuilding subsidiaries.
Currently, substantially all of our 100% owned homebuilding subsidiaries are guaranteeing all of our senior notes (the
"Guaranteed Notes"). The guarantees are full and unconditional. The principal reason our 100% owned homebuilding
subsidiaries are guaranteeing the Guaranteed Notes is so holders of the Guaranteed Notes will have rights at least as
great with regard to those subsidiaries as any other holders of a material amount of our unsecured debt. Therefore, the
guarantees of the Guaranteed Notes will remain in effect with regard to a guarantor subsidiary only while it guarantees
a material amount of the debt of Lennar Corporation, as a separate entity, to others. At any time when a guarantor
subsidiary is no longer guaranteeing at least $75 million of Lennar Corporation’s debt other than the Guaranteed Notes,
either directly or by guaranteeing other subsidiaries’ obligations as guarantors of Lennar Corporation’s debt, the
guarantor subsidiary’s guarantee of the Guaranteed Notes will be suspended. Therefore, if the guarantor subsidiaries
cease guaranteeing Lennar Corporation’s obligations under our Credit Facility and our letter of credit facilities and are
not guarantors of any new debt, the guarantor subsidiaries’ guarantees of the Guaranteed Notes will be suspended until
such time, if any, as they again are guaranteeing at least $75 million of Lennar Corporation’s debt other than the
Guaranteed Notes.

If our guarantor subsidiaries are guaranteeing revolving credit lines totaling at least $75 million, we will treat the
guarantees of the Guaranteed Notes as remaining in effect even during periods when Lennar Corporation’s borrowings
under the revolving credit lines are less than $75 million. A subsidiary will be released from its guarantee and any
other obligations it may have regarding the senior notes if all or substantially all its assets, or all of its capital stock,
are sold or otherwise disposed of.

In June 2016, we amended our Credit Facility to increase the maximum borrowings from $1.6 billion to $1.8 billion.
The maturity for $1.3 billion of the Credit Facility was extended from June 2019 to June 2020, with the remaining
$160 million maturing in June 2018. As of November 30, 2016, the Credit Facility included a $298 million accordion
feature, subject to additional commitments, with certain financial institutions. The proceeds available under the Credit
Facility, which are subject to specified conditions for borrowing, may be used for working capital and general
corporate purposes. The credit agreement also provides that up to $500 million in commitments may be used for
letters of credit. As of both November 30, 2016 and 2015, we had no outstanding borrowings under the Credit
Facility. We may from time to time, borrow and repay amounts under the Credit Facility. Consequently, the amount
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outstanding under the Credit Facility at the end of the period may not be reflective of the total amounts outstanding
during the period. In addition, we had $320 million letter of credit facilities with different financial institutions at
November 30, 2016.

Under the amended Credit Facility agreement executed in June 2016 (the "Credit Agreement"), as of the end of each
fiscal quarter, we are required to maintain minimum consolidated tangible net worth of approximately $1.5 billion
plus the sum of 50% of the cumulative consolidated net income from February 29, 2012, if positive, and 50% of the
net cash proceeds from any equity offerings from and after February 29, 2012 minus the lesser of 50% of the amount
paid after June 24, 2016 to repurchase common stock and $100 million. We are required to maintain a leverage ratio
that shall not exceed 65% and may be reduced by 2.5% per quarter if our interest coverage ratio is less than 2.25:1.00
for two consecutive fiscal calendar quarters. The
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leverage ratio will have a floor of 60%. If our interest coverage ratio subsequently exceeds 2.25:1.00 for two
consecutive fiscal calendar quarters, the leverage ratio we will be required to maintain will be increased by 2.5% per
quarter to a maximum of 65%. As of the end of each fiscal quarter, we are also required to maintain either (1) liquidity
in an amount equal to or greater than 1.00x consolidated interest incurred for the last twelve months then ended or (2)
an interest coverage ratio equal to or greater than 1.50:1.00 for the last twelve months then ended. We believe that we
were in compliance with our debt covenants at November 30, 2016

The following summarizes our required debt covenants and our actual levels or ratios with respect to those covenants
as calculated per the Credit Agreement as of November 30, 2016:

Level
(Dollars in thousands) I(?:Z:ln ant (I?t'cll\}l:::r(:ll?:r

30,2016
Minimum net worth test $3,000,798 5,769,195
Maximum leverage ratio 65.0 % 35.4 %
Liquidity test (1) 1.00 3.87

We are only required to maintain either (1) liquidity in an amount equal to or greater than 1.00x consolidated interest incurred for the last
(1)twelve months then ended or (2) an interest coverage ratio of equal to or greater than 1.50:1.00 for the last twelve months then ended.
Although we are in compliance with our debt covenants for both calculations, we have only disclosed our liquidity test.

The terms minimum net worth test, maximum leverage ratio, liquidity test and interest coverage ratio used in the
Credit Agreement are specifically calculated per the Credit Agreement and differ in specified ways from comparable
GAAP or common usage terms.

Our performance letters of credit outstanding were $270.8 million and $236.5 million at November 30, 2016 and
2015, respectively. Our financial letters of credit outstanding were $210.3 million and $216.7 million at November 30,
2016 and 2015, respectively. Performance letters of credit are generally posted with regulatory bodies to guarantee the
performance of certain development and construction activities. Financial letters of credit are generally posted in lieu
of cash deposits on option contracts, for insurance risks, credit enhancements and as other collateral. Additionally, at
November 30, 2016, we had outstanding surety bonds of $1.4 billion including performance surety bonds related to
site improvements at various projects (including certain projects of our joint ventures) and financial surety bonds
including $223.4 million related to pending litigation.

Our Lennar Financial Services segment's warehouse facilities at November 30, 2016 were as follows:

Maximum
(In thousands) Aggregate
Commitment
364-day warehouse repurchase facility that matures December 2016 (1)(2) $400,000
364-day warehouse repurchase facility that matures June 2017 (3) 600,000
364-day warehouse repurchase facility that matures September 2017 300,000
Total $1,300,000

(1) Maximum aggregate commitment includes an uncommitted amount of $250 million.
(2) Subsequent to November 30, 2016, the warehouse repurchase facility maturity date was extended to December 2017.
3) In accordance with the amended warehouse repurchase facility agreement, the maximum aggregate commitment will be decreased to
$400 million in the first quarter of fiscal 2017 and will be increased to $600 million in the second quarter of fiscal 2017.
Our Lennar Financial Services segment uses these facilities to finance its lending activities until the mortgage loans
are sold to investors and the proceeds are collected. The facilities are non-recourse to us and are expected to be
renewed or replaced with other facilities when they mature. Borrowings under the facilities and their prior year
predecessors were $1.1 billion and $858.3 million, at November 30, 2016 and 2015, respectively, and were
collateralized by mortgage loans and receivables on loans sold to investors but not yet paid for with outstanding
principal balances of $1.1 billion and $916.9 million, at November 30, 2016 and 2015, respectively. The combined
effective interest rate on the facilities at November 30, 2016 was 2.9%. If the facilities are not renewed or replaced,
the borrowings under the lines of credit will be paid off by selling the mortgage loans held-for-sale to investors and by
collecting on receivables on loans sold but not yet paid. Without the facilities, the Lennar Financial Services segment
would have to use cash from operations and other funding sources to finance its lending activities.
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At November 30, 2016, RMF warehouse facilities were as follows:

Maximum
(In thousands) Aggregate

Commitment
364-day warehouse repurchase facility that matures April 2017 (1)(2) $500,000
364-day warehouse repurchase facility that matures January 2017 (1) 250,000
Warehouse repurchase facility that matures December 2017 (1) 200,000
Warehouse repurchase facility that matures August 2018 (two - one year extensions) (3) 100,000
Totals $1,050,000

(1)RMF uses these facilities to finance its loan origination and securitization business.
(2) The warehouse repurchase facility has the option of an additional six month extension.
Rialto uses this warehouse repurchase facility to finance the origination of floating rate accrual loans which are reported as accrual loans

(3) within loans receivable, net. Borrowings under this facility were $43.3 million and $36.3 million as of November 30, 2016 and 2015,
respectively.

Borrowings under the facilities that finance RMF's loan originations and securitization activities were $180.2 million
and $317.1 million as of November 30, 2016 and 2015, respectively and were secured by a 75% interest in the
originated commercial loans financed. The facilities require immediate repayment of the 75% interest in the secured
commercial loans when the loans are sold in a securitization and the proceeds are collected. These warehouse
repurchase facilities are non-recourse to us and are expected to be renewed or replaced with other facilities when they
mature.

As of November 30, 2016 and 2015, the carrying amount, net of debt issuance costs, of Rialto's 7.00% Senior Notes
was $348.7 million and $347.9 million, respectively. Under the indenture, Rialto is subject to certain covenants
limiting, among other things, Rialto’s ability to incur indebtedness, to make investments, to make distributions to, or
enter into transactions with Lennar or to create liens, subject to certain exceptions and qualifications. Rialto also has
quarterly and annual reporting requirements, similar to an SEC registrant, to holders of the 7.00% Senior Notes. We
believe Rialto was in compliance with its debt covenants at November 30, 2016.

As of November 30, 2016 and 2015, the outstanding amount, net of debt issuance costs, related to Rialto's Structured
Notes was $23.9 million and $31.3 million, respectively. The estimated final payment date is December 15, 2017.

In November 2016, Rialto paid the remaining outstanding principal amount of $30.3 million related to a $124 million
5-year senior unsecured note provided by one of the selling institutions in the 2010 acquisition of a portfolio of
distressed residential and commercial real estate loans and REO properties acquired from three financial institutions.
Changes in Capital Structure

We have a stock repurchase program adopted in 2001, which originally authorized us to purchase up to 20 million
shares of our outstanding common stock. During the years ended November 30, 2016, 2015 and 2014, there were no
share repurchases of common stock under the stock repurchase program. As of November 30, 2016, the remaining
authorized shares that can be purchased under the stock repurchase program were 6.2 million shares of common stock.
During the years ended November 30, 2016 and 2015, treasury stock increased by 0.1 million shares and 0.3 million
shares, respectively, of Class A common stock primarily due to activity related to our equity compensation plan.
During the years ended November 30, 2016, 2015 and 2014, our Class A and Class B common stockholders received
a per share annual dividend of $0.16.

Based on our current financial condition and credit relationships, we believe that our operations and borrowing
resources will provide for our current and long-term capital requirements at our anticipated levels of activity.
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Off-Balance Sheet Arrangements

Lennar Homebuilding - Investments in Unconsolidated Entities

At November 30, 2016, we had equity investments in 38 homebuilding and land unconsolidated entities (of which 2
had recourse debt, 9 had non-recourse debt and 27 had no debt), compared to 34 homebuilding and land
unconsolidated entities at November 30, 2015. Historically, we have invested in unconsolidated entities that acquired
and developed land (1) for our homebuilding operations or for sale to third parties or (2) for the construction of homes
for sale to third-party homebuyers. Through these entities, we have primarily sought to reduce and share our risk by
limiting the amount of our capital invested in land, while obtaining access to potential future homesites and allowing
us to participate in strategic ventures. The use of these entities also, in some instances, has enabled us to acquire land
to which we could not otherwise obtain access, or could not obtain access on as favorable terms, without the
participation of a strategic partner. Participants in these joint ventures have been land owners/developers, other
homebuilders and financial or strategic partners. Joint ventures with land owners/developers have given us access to
homesites owned or controlled by our partners. Joint ventures with other homebuilders have provided us with the
ability to bid jointly with our partners for large land parcels. Joint ventures with financial partners have allowed us to
combine our homebuilding expertise with access to our partners’ capital. Joint ventures with strategic partners have
allowed us to combine our homebuilding expertise with the specific expertise (e.g. commercial or infill experience) of
our partner. Each joint venture is governed by an executive committee consisting of members from the partners.
Although the strategic purposes of our joint ventures and the nature of our joint ventures partners vary, the joint
ventures are generally designed to acquire, develop and/or sell specific assets during a limited life-time. The joint
ventures are typically structured through non-corporate entities in which control is shared with our venture partners.
Each joint venture is unique in terms of its funding requirements and liquidity needs. We and the other joint venture
participants typically make pro-rata cash contributions to the joint venture. In many cases, our risk is limited to our
equity contribution and potential future capital contributions. Additionally, most joint ventures obtain third-party debt
to fund a portion of the acquisition, development and construction costs of their communities. The joint venture
agreements usually permit, but do not require, the joint ventures to make additional capital calls in the future.
However, capital calls relating to the repayment of joint venture debt under payment guarantees generally is required.
Under the terms of our joint venture agreements, we generally have the right to share in earnings and distributions of
the entities on a pro-rata basis based on our ownership percentage. Some joint venture agreements provide for a
different allocation of profit and cash distributions if and when the cumulative results of the joint venture exceed
specified targets (such as a specified internal rate of return). Lennar Homebuilding equity in earnings (loss) from
unconsolidated entities excludes our pro-rata share of joint ventures’ earnings resulting from land sales to our
homebuilding divisions. Instead, we account for those earnings as a reduction of our costs of purchasing the land from
the joint ventures or reduce the investment in certain cost sharing unconsolidated entities. This in effect defers
recognition of our share of the joint ventures’ earnings related to these sales until we deliver a home and title passes to
a third-party homebuyer.

In many instances, we are designated as the manager of a venture under the direction of a management committee that
has shared power among the partners of the unconsolidated entity and we receive fees for such services. In addition,
we often enter into option and purchase contracts to acquire properties from our joint ventures, generally for market
prices at specified dates in the future. Option contracts generally require us to make deposits using cash or irrevocable
letters of credit toward the exercise price. These option deposits are generally negotiated on a case by case basis.

We regularly monitor the results of our unconsolidated joint ventures and any trends that may affect their future
liquidity or results of operations. Joint ventures in which we have investments may be subject to a variety of financial
and non-financial debt covenants related primarily to equity maintenance, fair value of collateral and minimum
homesite takedown or sale requirements. We monitor the performance of joint ventures in which we have investments
on a regular basis to assess compliance with debt covenants. For those joint ventures not in compliance with the debt
covenants, we evaluate and assess possible impairment of our investment.

Our arrangements with joint ventures generally do not restrict our activities or those of the other participants.
However, in certain instances, we agree not to engage in some types of activities that may be viewed as competitive
with the activities of these ventures in the localities where the joint ventures do business.
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As discussed above, the joint ventures in which we invest generally supplement equity contributions with third-party
debt to finance their activities. In some instances, the debt financing is non-recourse, thus neither we nor the other
equity partners are a party to the debt instruments. In other cases, we and the other partners agree to provide credit
support in the form of repayment guarantees.

Material contractual obligations of our unconsolidated joint ventures primarily relate to the debt obligations described
above. The joint ventures generally do not enter into lease commitments because the entities are managed either by us,
or another of the joint venture participants, who supply the necessary facilities and employee services in exchange for
market-
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based management fees. However, they do enter into management contracts with the participants who manage them.
Some joint ventures also enter into agreements with developers, which may be us or other joint venture participants, to
develop raw land into finished homesites or to build homes.

The joint ventures often enter into option or purchase agreements with buyers, which may include us or other joint
venture participants, to deliver homesites or parcels in the future at market prices. Option deposits are recorded by the
joint ventures as liabilities until the exercise dates at which time the deposit and remaining exercise proceeds are
recorded as revenue. Any forfeited deposit is recognized as revenue at the time of forfeiture. Our unconsolidated joint
ventures generally do not enter into off-balance sheet arrangements.

As described above, the liquidity needs of joint ventures in which we have investments vary on an entity-by-entity
basis depending on each entity’s purpose and the stage in its life cycle. During formation and development activities,
the entities generally require cash, which is provided through a combination of equity contributions and debt
financing, to fund acquisition and development of properties. As the properties are completed and sold, cash generated
is available to repay debt and for distribution to the joint venture’s members. Thus, the amount of cash available for a
joint venture to distribute at any given time is primarily a function of the scope of the joint venture’s activities and the
stage in the joint venture’s life cycle.

We track our share of cumulative earnings and cumulative distributions of our joint ventures. For purposes of
classifying distributions received from joint ventures in our statements of cash flows, cumulative distributions are
treated as returns on capital to the extent of cumulative earnings and included in our consolidated statements of cash
flows as cash flow from operating activities. Cumulative distributions in excess of our share of cumulative earnings
are treated as returns of capital and included in our consolidated statements of cash flows as cash flows from investing
activities.

Summarized financial information on a combined 100% basis related to Lennar Homebuilding’s unconsolidated
entities that are accounted for by the equity method was as follows:

Statements of Operations and Selected Information

Years Ended November 30,
(Dollars in thousands) 2016 2015 2014
Revenues $439,874 1,309,517 263,395
Costs and expenses 578,831 969,509 291,993
Other income —_ 49,343 —
Net earnings (loss) of unconsolidated entities $(138,957 ) 389,351 (28,598 )

Lennar Homebuilding equity in earnings (loss) from unconsolidated entities $(49,275 ) 63,373 (355 )
Lennar Homebuilding cumulative share of net earnings - deferred at

$41,495 42,651 6,593
November 30
Lennar Homebuilding investments in unconsolidated entities $811,723 741,551 656,837
Equity of the unconsolidated entities $3,765,336 2,692,360 2,278,941
Lennar Homebuilding investment % in the unconsolidated entities (1) 22 % 28 % 29 %

Our share of profit and cash distributions from the sales of land could be higher compared to our ownership interest in unconsolidated entities
if certain specified internal rate of return or cash flow milestones are achieved.

(1
For the year ended November 30, 2016, Lennar Homebuilding equity in loss from unconsolidated entities was
primarily attributable to our share of costs associated with the FivePoint combination (discussed in the following
page) and operational net losses from the new FivePoint unconsolidated entity, totaling $42.6 million. This was
partially offset by $12.7 million of equity in earnings primarily due to sales of homesites to third parties by one of our
unconsolidated entities.

For the year ended November 30, 2015, Lennar Homebuilding equity in earnings included $82.8 million of equity in
earnings from one of our unconsolidated entities primarily due to (1) sales of approximately 800 homesites to a joint
venture in which we have a 50% investment and for which our portion of the gross profit from the sale was deferred,
(2) sales of approximately 700 homesites and a commercial property to third parties and (3) a gain on debt
extinguishment. In addition, for the year ended November 30, 2015, net earnings of unconsolidated entities included
sales of approximately 300 homesites to us by one of our unconsolidated entities that resulted in $49.3 million of
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gross profit, of which our portion was deferred.

For the year ended November 30, 2014, Lennar Homebuilding equity in loss from unconsolidated entities related
primarily to our share of operating losses from various Lennar Homebuilding unconsolidated entities, which included
$4.6 million of valuation adjustments related to assets of Lennar Homebuilding's unconsolidated entities, partially
offset by $4.7 million of equity in earnings as a result of third-party land sales by one unconsolidated entity.
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Balance Sheets

November 30,
(In thousands) 2016 2015
Assets:
Cash and cash equivalents $221,334 248,980
Inventories 3,889,795 3,059,054
Other assets 1,338,302 465,404

$5,449,431 3,773,438
Liabilities and equity:
Accounts payable and other liabilities $791,245 288,192
Debt 892,850 792,886
Equity 3,765,336 2,692,360

$5,449,431 3,773,438
On May 2, 2016 (the "Closing Date"), we contributed, or obtained the right to contribute, our investment in three
strategic joint ventures previously managed by FivePoint Communities in exchange for an investment in a FivePoint
entity. The fair values of the assets contributed to this FivePoint entity, included within the unconsolidated entities
summarized condensed balance sheet presented above, are preliminary and may be adjusted when additional
information is obtained during the transaction’s measurement period (a period of up to one year from the Closing Date)
that may change the fair value allocation as of the acquisition date. A portion of the assets of one of the three strategic
joint ventures was retained by us and our venture partner in a new unconsolidated entity. The transactions did not have
a material impact to our financial position or cash flows. We recorded our share of combination costs in equity in loss
from unconsolidated entities on our consolidated statement of operations for the year ended November 30, 2016.
As of November 30, 2016 and 2015, our recorded investments in Lennar Homebuilding unconsolidated entities were
$811.7 million and $741.6 million, respectively, while the underlying equity in Lennar Homebuilding unconsolidated
entities partners’ net assets as of November 30, 2016 and 2015 was $1.2 billion and $839.5 million, respectively. The
basis difference is primarily as a result of us contributing our investment in three strategic joint ventures with a higher
fair value than book value for an investment in the FivePoint entity and deferring equity in earnings on land sales to
us.
During the year ended November 30, 2015, one of our unconsolidated entities sold approximately 800 homesites to a
joint venture, in which we have a 50% investment, for $472 million of which $320 million was financed through a
non-recourse note. This transaction resulted in $157.4 million of gross profit, of which our portion was deferred. In
addition, this transaction resulted in an increase in inventory, other assets and debt of the Lennar Homebuilding
unconsolidated entities reflected in the summarized condensed financial information presented in the previous table
for the year ended November 30, 2015.
The Lennar Homebuilding unconsolidated entities in which we have investments usually finance their activities with a
combination of partner equity and debt financing. In some instances, we and our partners have guaranteed debt of
certain unconsolidated entities.
Debt to total capital of the Lennar Homebuilding unconsolidated entities in which we have investments was calculated
as follows:

November 30,
(Dollars in thousands) 2016 2015
Debt $892,850 792,886
Equity 3,765,336 2,692,360
Total capital $4,658,186 3,485,246
Debt to total capital of our unconsolidated entities 19.2 % 22.7 %
Our investments in Lennar Homebuilding unconsolidated entities by type of venture were as follows:
November 30,
(In thousands) 2016 2015

Land development $787,138 691,850
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Homebuilding 24,585 49,701
Total investments $811,723 741,551
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Indebtedness of an unconsolidated entity is secured by its own assets. Some unconsolidated entities own multiple
properties and other assets. There is no cross collateralization of debt of different unconsolidated entities. We also do
not use our investment in one unconsolidated entity as collateral for the debt of another unconsolidated entity or
commingle funds among Lennar Homebuilding unconsolidated entities.

In connection with loans to a Lennar Homebuilding unconsolidated entity, we and our partners often guarantee to a
lender, either jointly and severally or on a several basis, any or all of the following: (i) the completion of the
development, in whole or in part, (ii) indemnification of the lender from environmental issues, (iii) indemnification of
the lender from "bad boy acts" of the unconsolidated entity (or full recourse liability in the event of an unauthorized
transfer or bankruptcy) and (iv) that the loan to value and/or loan to cost will not exceed a certain percentage
(maintenance or remargining guarantee) or that a percentage of the outstanding loan will be repaid (repayment
guarantee).

In connection with loans to an unconsolidated entity where there is a joint and several guarantee, we sometimes have a
reimbursement agreement with our partner. The reimbursement agreement provides that neither party is responsible
for more than its proportionate share of the guarantee. However, if our joint venture partner does not have adequate
financial resources to meet its obligations under the reimbursement agreement, we may be liable for more than our
proportionate share, up to our maximum exposure, which is the full amount covered by the joint and several
guarantee.

The total debt of Lennar Homebuilding unconsolidated entities in which we have investments, including Lennar's
maximum recourse exposure, were as follows:

November 30,
(Dollars in thousands) 2016 2015
Non-recourse bank debt and other debt (partner’s share of several recourse) $48,945 50,411
Non-recourse land seller debt and other debt (1) 323,995 324,000
Non-recourse debt with completion guarantees 147,100 146,760
Non-recourse debt without completion guarantees 320,372 260,734
Non-recourse debt to the Lennar 840,412 781,905
Lennar’s maximum recourse exposure (2) 52,438 10,981
Total debt $892,850 792,886
Lennar’s maximum recourse exposure as a % of total JV debt 6 % 1 %

Non-recourse land seller debt and other debt as of both November 30, 2016 and 2015, included a $320 million non-recourse note related to a
(1) transaction between one of our unconsolidated entities and another unconsolidated joint venture, described previously, which was settled

subsequent to November 30, 2016.

2 As of November 30, 2016, the increase in our maximum recourse exposure was primarily related to us providing a repayment guarantee on
an unconsolidated entity's debt.

During the year ended November 30, 2016, our maximum recourse exposure related to indebtedness of Lennar
Homebuilding unconsolidated entities increased by $41.5 million, as a result of us providing a repayment guarantee of
$43.4 million on a Lennar Homebuilding unconsolidated entity's debt, partially offset by $0.9 million of commitment
reductions primarily through capital contributions to unconsolidated entities and by $1.0 million primarily related to
the joint ventures selling assets.

The recourse debt exposure in the previous table represents our maximum exposure to loss from guarantees and does
not take into account the underlying value of the collateral or the other assets of the borrowers that are available to
repay debt or to reimburse us for any payments on our guarantees.

In addition, in most instances in which we have guaranteed debt of a Lennar Homebuilding unconsolidated entity, our
partners have also guaranteed that debt and are required to contribute their share of the guarantee payment. In a
repayment guarantee, we and our venture partners guarantee repayment of a portion or all of the debt in the event of a
default before the lender would have to exercise its rights against the collateral.

In connection with many of the loans to Lennar Homebuilding unconsolidated entities, we and our joint venture
partners (or entities related to them) have been required to give guarantees of completion to the lenders. Those
completion guarantees may require that the guarantors complete the construction of the improvements for which the
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financing was obtained. If the construction is to be done in phases, the guarantee generally is limited to completing
only the phases as to which construction has already commenced and for which loan proceeds were used.

If we are required to make a payment under any guarantee, the payment would generally constitute a capital
contribution or loan to the Lennar Homebuilding unconsolidated entity and increase our share of any funds the
unconsolidated entity distributes.
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As of November 30, 2016 and 2015, the fair values of the repayment and completion guarantees were not material.
We believe that as of November 30, 2016, in the event we become legally obligated to perform under a guarantee of
the obligation of a Lennar Homebuilding unconsolidated entity due to a triggering event under a guarantee, the
collateral is expected to be sufficient to repay at least a significant portion of the obligation or we and our partners
would contribute additional capital into the venture. In certain instances, we have placed performance letters of credit
and surety bonds with municipalities for our joint ventures (see Note 6 of the notes to our consolidated financial
statements).
In view of credit market conditions during the past several years, it is not uncommon for lenders and/or real estate
developers, including joint ventures in which we have interests, to assert non-monetary defaults (such as failure to
meet construction completion deadlines or declines in the market value of collateral below required amounts) or
technical monetary defaults against the real estate developers. In most instances, those asserted defaults are resolved
by modifications of the loan terms, additional equity investments or other concessions by the borrowers. In addition,
in some instances, real estate developers, including joint ventures in which we have interests, are forced to request
temporary waivers of covenants in loan documents or modifications of loan terms, which are often, but not always
obtained. However, in some instances developers, including joint ventures in which we have interests, are not able to
meet their monetary obligations to lenders, and are thus declared in default. Because we sometimes guarantee all or
portions of the obligations to lenders of joint ventures in which we have interests, when these joint ventures default on
their obligations, lenders may or may not have claims against us. Normally, we do not make payments with regard to
guarantees of joint venture obligations while the joint ventures are contesting assertions regarding sums due to their
lenders. When it is determined that a joint venture is obligated to make a payment that we have guaranteed and the
joint venture will not be able to make that payment, we accrue the amounts probable to be paid by us as a liability.
Although we generally fulfill our guarantee obligations within a reasonable time after we determine that we are
obligated with regard to them, at any point in time it is possible that we will have some balance of unpaid guarantee
liability. At both November 30, 2016 and 2015, we had no liabilities accrued for unpaid guarantees of joint venture
indebtedness on our consolidated balance sheets.
The following table summarizes the principal maturities of our Lennar Homebuilding unconsolidated entities ("JVs")
debt as per current debt arrangements as of November 30, 2016 and it does not represent estimates of future cash
payments that will be made to reduce debt balances. Many JV loans have extension options in the loan agreements
that would allow the loans to be extended into future years.

Principal Maturities of Unconsolidated JVs by Period

(In thousands) ]T)‘e’:il WV 7 2018 2019 Thereafter gzll‘jr(l)
Maximum recourse debt exposure to Lennar  $52,438 9,015 — 38,136 5,287 —
Debt without recourse to Lennar 840,412 79,719 148,868 214,846 72,984 323,995
Total $892,850 88,734 148,868 252,982 78,271 323,995

(I)Represents land seller debt and other debt of which $320 million was due and settled in December 2016.

49

108



Edgar Filing: LENNAR CORP /NEW/ - Form 10-K

Table of Contents

The table below indicates the assets, debt and equity of our 10 largest Lennar Homebuilding unconsolidated joint

venture investments as of November 30, 2016:

Maximum Total

Recourse Debt Total
Debt Without JV
Exposure Recourse Debt

JV Debt
Total JV to Total
Equity  Capital

Lennar’s Total JV

(Dollars in thousands) Investment Assets

to Lennar to Lennar Ratio
Top Ten JVs (1):
FivePoint (2) $255,649 2,126,717 — 69,303 69,303 1,520,563 4 %
Heritage Fields El Toro 146,091 1,494,232 — 9,703 9,703  1,309979 1 %
Heritage Hills Irvine (3) 63,304 511,328 — — — 171,878 —
Runkle Canyon 45,163 134,633 — 42,861 42,861 90,326 32 %
Treasure Island Community Development 42,216 147,600 — 54,177 54,177 84,464 39 %
Ballpark Village 29,112 100,535 — 25,235 25,235 60,225 30 %
Krome Groves Land Trust 21,366 89,733 9,015 19,240 28,255 59,049 32 %
MS Rialto Residential Holdings 20,448 83,280 — — — 80,816 —
Fifth Wall Ventures SPV I 20,359 20,365 — — — 20,361 —
Willow Springs Properties 19,017 34,212 — — — 32,301 —
10 largest JV investments 662,725 4,742,635 9,015 220,519 229,534 3429962 6 %
Other JVs 148,998 706,796 43,423 295,898 339,321 335,374 50 %
Total $ 811,723 5,449,431 52,438 516,417 568,855 3,765,336 13 %
Land seller debt and other debt (3) — 323,995 323,995
Total JV debt 52,438 840,412 892,850

The 10 largest joint ventures presented above represent the majority of total JVs assets and equity and 17% of tot