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The information in this prospectus is not complete and may be changed. We may not sell these securities until the registration statement filed with the Securities and
Exchange Commission is effective. This prospectus is not an offer to sell these securities and it is not soliciting an offer to buy these securities in any state where the offer
is not permitted.
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OFFER TO EXCHANGE
$350,000,000
Meritage Homes Corporation
6'/4% Senior Notes due 2015
which have been registered under the Securities Act and
guaranteed fully and unconditionally by all of our existing
subsidiaries (other than our two mortgage broker subsidiaries)
for any and all of the outstanding Meritage Homes Corporation
unregistered 6'/4% Senior Notes due 2015

THE EXCHANGE OFFER AND WITHDRAWAL RIGHTS WILL EXPIRE AT 5:00 P.M.,
NEW YORK CITY TIME, ON , 2005, UNLESS EXTENDED.

We are offering to exchange up to $350 million aggregate principal amount of our /4% senior notes due 2015 (the “exchange notes”), which have been registered under the
Securities Act of 1933, as amended, for the identical aggregate principal amount of our outstanding unregistered 6'/4% senior notes due 2015 (the “outstanding notes™). The
aggregate principal amount of the outstanding notes, and therefore, the aggregate principal amount of exchange notes which would be issued if all the outstanding notes were
exchanged, is $350 million. The terms of the exchange notes will be identical with the terms of the outstanding notes, except that the issuance of the exchange notes is being
registered under the Securities Act of 1933, and therefore the exchange notes will not be subject to the restrictions on transfer which apply to the outstanding notes.

The notes are our unsecured senior obligations. The notes rank equally with all of our other unsecured senior indebtedness.

Prior to the exchange offer, there has been no public market for the exchange notes. We do not currently intend to list the exchange notes on a securities exchange or seek
approval for quotation of the exchange notes on an automated quotation system. Therefore, it is unlikely that an active trading market for the exchange notes will develop.

The exchange agent for the exchange offer is Wells Fargo Bank, National Association.

See “Risk Factors,” which begin on page 13, for a discussion of certain factors that should be considered in evaluating the
exchange offer.

Neither the Securities and Exchange Commission nor any state securities commission approved or disapproved of these securities or passed upon the adequacy or
accuracy of this prospectus. Any representation to the contrary is a criminal offense.

The date of this prospectus is , 2005.
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ADDITIONAL INFORMATION

This prospectus incorporates important business and financial information about us that is not included in or delivered with the document. This information is available
without charge to security holders upon written or oral request. You may request a copy of this information, at no cost, by calling us or by writing to us at our principal
executive offices in Arizona at the following address: Meritage Homes Corporation, 8501 East Princess Drive, Suite 290, Scottsdale, Arizona 85255, Attention: Investor
Relations. Our telephone number is (480) 609-3330. In order to obtain timely delivery, you must make your request no later than five business days before the expiration
of the exchange offer. The exchange offer will expire on , 2005, unless extended.

Our obligations under the Exchange Act to file periodic reports and other information with the SEC may be suspended, under certain circumstances, if our common stock
and exchange notes are each held by fewer than 300 holders of record at the beginning of any fiscal year and are not listed on a national securities exchange. We have agreed
that, whether or not we are required to do so by the rules and regulations of the SEC, for so long as any of the exchange notes remain outstanding we will furnish to the holders
of the exchange notes, and if required by the Exchange Act, file with the SEC, all annual, quarterly and current reports that we are or would be required to file with the SEC
pursuant to Section 13(a) or 15(d) of the Exchange Act. In addition, we have agreed that, as long as any of the outstanding notes remain outstanding, we will make the
information required by Rule 144A(d)(4) under the Securities Act available to any prospective purchaser of outstanding notes or beneficial owner of outstanding notes in
connection with a sale of them.

No person has been authorized to give any information or to make any representations, other than those contained in this prospectus. If given or made, that
information or those representations may not be relied upon as having been authorized by us. This prospectus does not constitute an offer to or solicitation of any
person in any jurisdiction in which such an offer or solicitation would be unlawful.

NON-GAAP FINANCIAL MEASURES

EBITDA, as presented in this prospectus, is a supplemental measure of our performance that is not required by, or presented in accordance with, accounting principles
generally accepted in the United States of America (“GAAP”). It is not a measurement of our financial performance under GAAP and should not be considered as an
alternative to net earnings or any other performance measures derived in
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accordance with GAAP or as alternatives to cash flows from operating activities as measures of our liquidity. We define EBITDA as net earnings before interest expense,
interest amortized to cost of sales, income taxes, depreciation and amortization. EBITDA is presented because it is used by management to analyze and compare Meritage with
other homebuilding companies on the basis of operating performance and we believe it is a financial measure widely used by investors and analysts in the homebuilding
industry. In addition, in evaluating this non-GAAP measure, you should be aware that in the future we will incur expenses such as those used in calculating EBITDA. In
addition, our presentation of this measure should not be construed as an inference that our future results will be unaffected by unusual or nonrecurring items. Our EBITDA
measure has limitations as an analytical tool, and you should not consider it in isolation, or as a substitute for analysis of our results as reported under GAAP. Some of these
limitations are:

it does not reflect our cash expenditures, or future requirements, for capital expenditures or contractual commitments,

it does not reflect changes in, or cash requirements for, our working capital needs,

it does not reflect the significant interest expense, or the cash requirements necessary to service interest or principal payments, on our debt,

it does not reflect any cash income taxes we may be required to pay,

although depreciation and amortization are non-cash charges, the assets being depreciated and amortized will often have to be replaced in the future, and this measure does
not reflect any cash requirements for such replacements,

it is not adjusted for all non-cash income or expense items that are reflected in our statements of cash flows, and

other companies in our industry may calculate this measure differently than we do, which limits its usefulness as a comparative measure.

Because of these limitations, our EBITDA measure should not be considered a measure of discretionary cash available to us to invest in the growth of our business or as a
measure of cash that will be available to us to meet our obligations. You should compensate for these limitations by relying primarily on our GAAP results and using our
EBITDA measure supplementally. See our consolidated financial statements and the related notes incorporated by reference in this prospectus.

MARKET DATA

Market data and other statistical information used throughout this prospectus are based on independent industry publications, government publications, reports by market
research firms or other published independent sources. Some data are also based on our good faith estimates, which are derived from our review of internal surveys, as well as
the independent sources listed above.
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PROSPECTUS SUMMARY

The following summary highlights selected information contained elsewhere in this prospectus and may not contain all of the information that is important to you. For a
more complete understanding of this exchange offer, we encourage you to read this entire document (including the documents incorporated herein by reference) and the
documents to which we have referred you. Unless otherwise indicated in this prospectus, the terms “Meritage,” the “Company,” “we,” “our” and “us” refer to Meritage
Homes Corporation and its subsidiaries and predecessors as a combined entity. All EBITDA, operating data and other operating ratios are unaudited.

The Company

We are a leading designer and builder of single-family homes in the fast-growing Southern and Western United States, based on the number of home closings. We focus on
providing a broad range of first-time, move-up and luxury homes to our targeted customer base. We and our predecessors have operated in Arizona since 1985, in Texas since
1987, in Northern California since 1989 and in Nevada since 1993. In 2004, we entered the Inland Empire market of Southern California with our acquisition of Citation Homes
of Southern California and began start-up operations in the Denver, Colorado and Orlando, Florida markets. In February 2005, we expanded our Florida operations by acquiring
the Fort Myers/Naples-based operations of Colonial Homes.

We believe that the relatively strong population, job and income growth as well as the favorable migration characteristics of our markets will continue to provide significant
growth opportunities for us. According to U.S. Housing Markets, a leading real estate and homebuilding publication of the Meyers Group, six of our twelve markets, Los
Angeles, California, Phoenix/ Scottsdale, Arizona, Dallas/ Ft. Worth and Houston, Texas, Las Vegas, Nevada and Orlando, Florida, are among or part of the top 10 national
housing markets based on annual single-family housing permits issued in 2003, with Dallas/ Ft. Worth, Houston, Phoenix/ Scottsdale and Los Angeles comprising four of the
top six single-family housing markets.

At December 31, 2004, we were actively selling homes in 139 communities, with base prices ranging from approximately $96,000 to $927,000. We develop a design and
marketing concept tailored to each community, which includes determination of the size, style and price range of homes, street layout, size and layout of individual lots and
overall community design. The home designs offered in a particular community also depend upon factors such as the housing generally available in the area, the consumer
demands of a particular market and our lot costs for the project.

We seek to minimize land risk by purchasing a significant portion of our property after full entitlements that will allow us to construct homes have been obtained and
typically begin development or construction immediately after close. We acquire land primarily through rolling option contracts, allowing us to purchase individual lots as our
building needs dictate. These arrangements allow us to control lot inventory typically on a non-recourse basis without incurring the risks of land ownership or financial
commitments other than relatively small non-refundable deposits. Recently, we have begun to purchase larger tracts of land through joint ventures. In some cases these joint
ventures purchase undeveloped land and develop the land themselves. At December 31, 2004, we owned or had options to acquire approximately 39,000 housing lots, of which
approximately 89% were under rolling option and land purchase contracts. We believe that the lots we own or have the right to acquire represent approximately a five and one
half year supply.

Recent Developments

In March 2005 we completed a series of refinancing transactions that we believe will enhance our liquidity and, in the long term, result in significant cash interest savings to
the Company. On March 2, 2005, we completed the sale of 1,035,000 shares of our common stock in a registered public offering resulting in net proceeds to the Company of
approximately $69.5 million. On March 10, 2005, we
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completed the private placement of $350 million in aggregate principal amount of 6'/4% senior notes due 2015, which we are offering to exchange for registered notes of
identical principal amounts and substantially similar terms. We used the proceeds from these transactions to repurchase pursuant to a tender offer and consent solicitation
approximately $276.8 million of our outstanding 9/4% senior notes due 2011. In connection with this tender officer and repurchase, we will report in the first quarter of fiscal
2005 a one-time charge of approximately $19.4 million for premiums, commissions and expenses associated with the tender offer and the write-off of offering costs associated
with the 9%/4% senior notes due 2011, net of the accretion of existing note premiums on the 9/4% senior notes due 2011 and federal and state income taxes.

Issuance of the Outstanding Notes

We sold the outstanding $350 million aggregate principal amount of senior notes due 2015 to UBS Securities LLC, Citigroup Global Markets Inc. and J.P. Morgan
Securities Inc., as initial purchasers, on March 10, 2005 pursuant to a purchase agreement dated February 24, 2005, between the initial purchasers and us. The initial purchasers
subsequently resold the outstanding notes in reliance on Rule 144A and Regulation S under the Securities Act. We and the initial purchasers also entered into a registration
rights agreement pursuant to which we agreed to offer to exchange the outstanding notes for exchange notes registered under the Securities Act and also granted holders of the
outstanding notes rights under some circumstances to have resales of outstanding notes registered under the Securities Act. The exchange offer is intended to satisfy certain of
our obligations under the registration rights agreement. See “The Exchange Offer — Purposes and Effects.”

The outstanding notes were issued under an indenture dated as of March 10, 2005, between Meritage Homes Corporation, its subsidiary guarantors and Wells Fargo Bank,
National Association, as trustee. The exchange notes are also being issued under this indenture and will be entitled to the benefits of this indenture. The form and terms of the
exchange notes will be identical in all material respects with the form and terms of the outstanding notes, except that (1) the exchange notes will have been registered under the
Securities Act and, therefore, will not bear legends describing restrictions on transfer, and (2) holders of exchange notes will not be, and upon the completion of the exchange
offer, holders of outstanding notes will no longer be, entitled to certain rights under the registration rights agreement intended for the holders of unregistered securities. The
exchange offer will be deemed completed upon the delivery by us to the exchange agent under the indenture of exchange notes in the same aggregate principal amount as the
aggregate principal amount of outstanding notes that are validly tendered and not withdrawn by holders of outstanding notes in response to the exchange offer. See “The
Exchange Offer — Termination of Certain Rights” and “— Procedures for Tendering” and “Description of the Exchange Notes.”

The proceeds we received from the issuance of the outstanding notes were used to repurchase approximately $276.8 million of our outstanding 94% senior notes due 2011
plus tender offer consideration and consent payments totaling approximately $32.9 million pursuant to an offer to purchase and consent solicitation. We used the remaining
proceeds to repay a portion of our unsecured credit facility. We will receive no proceeds from completion of the exchange offer.

General

Our principal executive office in Arizona is located at 8501 East Princess Drive, Suite 290, Scottsdale, Arizona 85255, and our telephone number there is (480) 609-3330.
Our principal executive office in Texas is located at 2745 North Dallas Parkway, Suite 600, Plano, Texas 75093, and our telephone number there is (800) 210-6004. Information
about our company and communities is provided through our website www.meritagehomes.com. Information on this website is not incorporated by reference in or otherwise
part of this prospectus.
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The Exchange Offer

Expiration of the Exchange Offer

Conditions of the Exchange Offer

Accrued Interest on the Outstanding Notes

Procedures for Tendering the Outstanding Notes

The Exchange Offer

We are offering to exchange $350 million aggregate principal amount of our 6'/4% senior registered notes due 2015 for the
identical aggregate principal amount of our outstanding unregistered 6'/4% senior notes due 2015. At the date of this
prospectus, $350 million principal amount of outstanding notes are outstanding. See “The Exchange Offer — Terms of the
Exchange Offer.”

5:00 p.m., New York, time, on 2005, unless the exchange offer is extended (the day on which the exchange offer
expires being the expiration date). See “The Exchange Offer — Expiration Date; Extension; Termination; Amendments.”

The exchange offer is not conditioned upon any minimum principal amount of outstanding notes being tendered for exchange.
However, the exchange offer is subject to certain customary conditions, which we may waive. See “The Exchange Offer —
Conditions of the Exchange Offer.”

The exchange notes will bear interest at the rate of 6'/4% per annum from and including their date of issuance. When the first
interest payment is made with regard to the exchange notes, we will also pay interest on the outstanding notes which are
exchanged, from the date they were issued or the most recent interest date on which interest had been paid (if applicable) to,
but not including, the day the exchange notes are issued. Interest on the outstanding notes which are exchanged will cease to
accrue on the day prior to the day on which the exchange notes are issued. The interest rate on the outstanding notes may
increase under certain circumstances if we are not in compliance with our obligations under the registration rights agreement.
See “Description of the Exchange Notes.”

A holder of outstanding notes who wishes to accept the exchange offer must complete, sign and date a letter of transmittal, or
a facsimile of one, in accordance with the instructions contained under the “The Exchange Offer — Procedures for Tendering’
and in the letter of transmittal, and deliver the letter of transmittal, or facsimile, together with the outstanding notes and any
other required documentation to the exchange agent at the address set forth in “The Exchange Offer — Exchange Agent.”
Outstanding notes may be delivered physically or by confirmation of book-entry delivery of the outstanding notes to the
exchange agent’s account at The Depository Trust Company. By executing a letter of transmittal, a holder will represent to us
that, among other things, the person acquiring the outstanding notes will be doing so in the ordinary course of the person’s
business, whether or not the person is the holder, that neither the holder nor any other person is engaged in, or intends to
engage in, or has an arrangement or understanding with any person to participate in, the distribution of the exchange notes and
that neither the holder nor any such other person is an “affiliate,” as defined under

]
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Guaranteed Delivery Procedures

Acceptance of the Outstanding Notes and
Delivery of the Exchange Notes

Withdrawal Rights

The Exchange Agent

Fees and Expenses

Resales of the Exchange Notes

Rule 405 of the Securities Act, of ours. Each broker or dealer that receives exchange notes for its own account in exchange
for outstanding notes which were acquired by the broker or dealer as a result of market-making activities or other trade
activities, must acknowledge that it will deliver a prospectus in connection with any resale of the exchange notes. See “The
Exchange Offer — Procedures for Tendering.”

Eligible holders of outstanding notes who wish to tender their outstanding notes and (1) whose outstanding notes are not
immediately available or (2) who cannot deliver their outstanding notes or any other documents required by the letter of
transmittal to the exchange agent prior to the expiration date (or complete the procedure for book-entry transfer on a timely
basis), may tender their outstanding notes according to the guaranteed delivery procedures described in the letter of
transmittal. See “The Exchange Offer — Guaranteed Delivery Procedures.”

Upon satisfaction or waiver of all conditions to the exchange offer, we will accept any and all outstanding notes that are
properly tendered in response to the exchange offer prior to 5:00 p.m., New York Time, on the expiration date. The exchange
notes issued pursuant to the exchange offer will be delivered promptly after expiration of the exchange offer. See “The
Exchange Offer — Procedures for Tendering.”

Tenders of outstanding notes may be withdrawn at any time prior to 5:00 p.m., New York Time, on the expiration date. See
“The Exchange Offer — Withdrawal of Tenders.”

Wells Fargo Bank, National Association is the exchange agent. The address and telephone number of the exchange agent are
set forth in “The Exchange Offer — Exchange Agent.”

We will bear all expenses incident to our consummation of the exchange offer and compliance with the registration rights
agreement. We will also pay any transfer taxes which are applicable to the exchange offer (but not transfer taxes due to
transfers of outstanding notes or exchange notes by the holder). See “The Exchange Offer — Fees and Expenses.”

Based on interpretations by the staff of the SEC set forth in no-action letters issued to persons unrelated to us, we believe
exchange notes issued pursuant to the exchange offer in exchange for outstanding notes may be offered for resale, resold and
otherwise transferred by the holder (other than (1) a broker-dealer who purchased the outstanding notes directly from us for
resale pursuant to Rule 144A under the Securities Act or another exemption under the Securities Act or (2) a person that is an
affiliate of ours, as that term is defined in Rule 405 under the Securities Act), without registration or the need to deliver a
prospectus under the Securities Act, provided that the holder is acquiring the exchange notes in the ordinary course of
business and is not participating, and has no arrangement or understand-
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Federal Income Tax Consequences

ing with any person to participate, in a distribution of the exchange notes. Each broker-dealer that receives exchange notes
for its own account in exchange for outstanding notes which outstanding notes were acquired by the broker as a result of
market-making or other trading activities, must acknowledge that it will deliver a prospectus in connection with any resale of
the exchange notes. See “The Exchange Offer — Purposes and Effects.”

The exchange offer will not be treated as a taxable event for United States federal income tax purposes. See “United States
Federal Income Tax Considerations.”

The Exchange Notes

The exchange notes will evidence the same debt as the outstanding notes and will be entitled to the benefits of the indenture under which both the outstanding notes were,
and the exchange notes will be, issued. The following summary is not intended to be complete. For a more detailed description of the notes, see “Description of the Exchange

Notes.”

Issuer

Securities Offered

Maturity Date

Interest

Meritage Homes Corporation.

$350 million aggregate principal amount of 6'/4% senior notes due 2015 that have been registered under the Securities Act.
The form and terms of the exchange notes are identical in all material respects to the form and terms of the outstanding notes
for which they may be exchanged pursuant to the exchange offer, except for certain transfer restrictions and registration rights
relating to the outstanding notes and except for certain provisions providing for an increase in the interest rate on the
outstanding notes under circumstances relating to the exchange offer. Unless the context otherwise requires, the outstanding
notes and the exchange notes are sometimes referred to in this prospectus as the “notes.”

March 15, 2015.

The notes will accrue interest from the date of their issuance at the rate of 6'/4% per year. Interest on the exchange notes will
be payable semi-annually in arrears on each March 15 and September 15 commencing on September 15, 2005.

In connection with the issuance of the outstanding notes on March 10, 2005, we and the guarantors agreed to:

« file a registration statement to enable holders of the notes to exchange the notes for registered notes within 75 days of the
original issue date of the outstanding notes, or by May 24, 2005;

* use our respective reasonable best efforts to cause the registration statement to become effective under the Securities Act
within 150 days following the original issue date of the outstanding notes, or by August 7, 2005; and
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Optional Redemption

Change of Control

Ranking and Guarantees

Restrictive Covenants

* use our respective reasonable best efforts to complete the exchange offer within 180 days after the original issue date of the
outstanding notes, or by September 6, 2005.

If we do not comply with these obligations (a “registration default”), we will be required to pay liquidated damages to the
holders of the notes in the form of higher interest rates. Upon the occurrence of a registration default, the interest rate borne by
the notes will be increased by 0.25% per annum and will continue to increase by 0.25% each 90 day period that the liquidated
damages continue to accrue, up to a maximum of 1.00% per annum. After we cure the registration default, the accrual of
liquidated damages will stop and the interest rate will revert to the original rate.

We may redeem the notes, in whole or in part, at any time on or after March 15, 2010, at a redemption price equal to the
principal amount plus a premium declining ratably to par, plus accrued and unpaid interest.

In addition, at any time prior to March 15, 2008, we may redeem up to 35% of the aggregate principal amount of the notes
issued under the indenture with the net cash proceeds of one or more qualified equity offerings at a redemption price equal to
106.250% of the principal amount thereof, plus accrued and unpaid interest, provided that:

+ atleast 65% of the aggregate principal amount of the notes issued under the indenture remains outstanding immediately
after the occurrence of such redemption; and

» such redemption occurs within 90 days of the date of the closing of any such equity offering.

If we experience a change of control and a rating decline, we may be required to offer to purchase the notes offered by this
prospectus and the outstanding notes at a purchase price equal to 101% of the principal amount, plus accrued and unpaid
interest.

The notes are our senior unsecured obligations. All of our existing subsidiaries (other than our two mortgage broker
subsidiaries) and certain of our future subsidiaries guarantee the notes on a senior unsecured basis.

The notes rank equally with all of our and our guarantors’ existing and future senior unsecured debt.

The notes rank senior to all of our and our guarantors’ debt that is expressly subordinated to the notes, but are effectively
subordinated to all of our and our guarantors’ senior secured indebtedness to the extent of the value of the assets securing that
indebtedness.

The indenture governing the notes contains covenants that, among other things, limit our ability and the ability of our
subsidiaries to:

« incur additional indebtedness or liens;
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Covenant Suspension

Absence of a Public Market

Use of Proceeds

Trustee

* pay dividends or make other distributions or repurchase or redeem our stock;
» make investments;

« sell assets;

« enter into agreements restricting our subsidiaries’ ability to pay dividends;

« enter into transactions with affiliates; and

« consolidate, merge or sell all or substantially all of our assets.

These covenants are subject to important exceptions and qualifications, which are described under the heading “Description of
the Exchange Notes” in this prospectus.

At any time when the notes are rated investment grade by both Moody’s and S&P and no default or event of default has
occurred and is continuing under the indenture, we and our subsidiaries will not be subject to many of the foregoing
covenants. See “Description of the Notes — Suspension Period.”

The exchange notes will be a new issue of securities and there is currently no established market for them. Accordingly, there
can be no assurance as to the development or liquidity of any market for the notes or, if issued, the exchange notes. The
outstanding notes are eligible for trading in The Portal Market.

We will receive no proceeds from the exchange of the exchange notes for the outstanding notes pursuant to the exchange offer.
The proceeds we received from the issuance of the outstanding notes were used to repurchase approximately $276.8 million of
our outstanding 93/4% senior notes due 2011 plus tender offer consideration and consent payments totaling approximately
$32.9 million pursuant to an offer to purchase and consent solicitation. We used the remaining proceeds to repay a portion of
our unsecured credit facility. See “Use of Proceeds.”

Wells Fargo Bank, National Association.

Risk Factors

You should consider carefully the information set forth in the section of this prospectus entitled “Risk Factors” beginning on page 13 and all the other information provided
to you in this prospectus in deciding whether to invest in the notes.
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Summary Historical Financial Information

The following table presents summary historical consolidated financial and operating data of Meritage Homes Corporation and subsidiaries as of and for each of the three
vears in the period ended December 31, 2004. The consolidated statement of earnings data for the years ended December 31, 2004, 2003 and 2002 have been derived from
Meritage Homes Corporation’s audited consolidated financial statements filed by us with the SEC, which have been incorporated herein by reference. You should read this
data in conjunction with “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and our consolidated financial statements and related
notes contained in the annual, quarterly and other reports filed by us with the SEC, which we have incorporated herein by reference. The data below includes the operations of
Hancock Communities, Hammonds Homes, Perma-Bilt Homes and Citation Homes since their dates of acquisition, June 1, 2001, July 1, 2002, October 1, 2002 and January 1,
2004, respectively.

Years Ended December 31,
2004 2003(1) 2002(1)
(Dollars in thousands)

Statement of Earnings Data:

Total closing revenue $ 2,040,004 $ 1,471,001 $ 1,119,817
Total cost of closings (1,631,534) (1,178,484) (904,921)
Gross profit 408,470 292,517 214,896
Commissions and other sales costs (116,527) (92,904) (65,291)
General and administrative expenses (79,257) (53,929) (41,496)
Other income, net 12,072 5716 5435
Earnings before provision for income taxes 224,758 151,460 113,544
Provision for income taxes (85,790) (57,054) (43,607)
Net earnings $ 138,968 $ 94,406 $ 69,937
Other Data:
Gross profit margin(6) 20.0% 19.9% 19.2%
Interest amortized to cost of home closings and interest expense $ 32,228 $ 22,287 $ 19,259
Depreciation and amortization 13,233 8,536 6,780
Interest incurred and capitalized(2) 38,855 26,580 19,294
Net cash provided by (used in) operating activities 60,171 (50,302) 1,050
Net cash (used in) investing activities (81,804) (35,812) (149,691)
Net cash provided by financing activities 64,710 84,313 151,858
EBITDA(3)(6) 270,219 182,283 139,583
EBITDA margin(4)(6) 13.2% 12.4% 12.5%
Ratio of EBITDA to interest incurred(6) 6.95x 6.86x 7.23x
Ratio of total debt to EBITDA(6) 1.74x 1.93x 1.90x
Ratio of earnings to fixed charges(5)(6) 5.9x 5.6x 5.8x
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At December 31,
2004 2003(1) 2002(1)
(Dollars in thousands)

Balance Sheet Data:

Cash and cash equivalents $ 47,876 $ 4,799 $ 6,600

Real estate 867,218 678,011 484,970
Total assets 1,265,394 954,539 691,788
Notes and loans payable and other borrowings 471,415 351,491 264,927
Stockholders’ equity 522,555 411,895 317,308

(1)  Historically, the construction costs and related debt associated with model homes which are owned and leased to us by others that we use to market our communities were

@

3)

not included in our balance sheet. In January 2005 we determined that the costs and related debt associated with these models are required to be included as assets and
liabilities, respectively, on our balance sheet and that the lease payments needed to be recharacterized as interest and that such interest should be capitalized and allocated
to cost of sales. As a result, we restated our Quarterly Reports on Form 10-Q for the quarters ended June 30, 2004 and September 30, 2004. We have determined that the
effect on our year-end financial statements for 2003 and prior and the quarter ended March 31, 2004 is immaterial.

Interest incurred is the amount of interest paid and accrued (whether expensed or capitalized) during such period, including debt-related fees and amortization of deferred
financing costs.

EBITDA represents net earnings before interest expense, interest amortized to cost of sales, income taxes, depreciation and amortization. EBITDA is a non-GAAP
financial measure. A non-GAAP financial measure is a numerical measure of a registrant’s historical or future financial performance, financial position or cash flows that
excludes amounts, or is subject to adjustments that have the effect of excluding amounts, that are included in the most directly comparable measure calculated and
presented in accordance with GAAP in the statement of earnings, balance sheet, or statement of cash flows (or equivalent statements) of the issuer; or includes amounts, or
is subject to adjustments that have the effect of including amounts, that are excluded from the most directly comparable measure so calculated and presented. In this
regard, GAAP refers to generally accepted accounting principles in the United States. We have provided below a reconciliation of this non-GAAP financial measure to the
most directly comparable GAAP financial measure.

EBITDA is presented here because it is used by management to analyze and compare Meritage with other homebuilding companies on the basis of operating performance
and we believe it is a financial measure widely used by investors and analysts in the homebuilding industry. EBITDA as presented may not be comparable to similarly
titled measures reported by other companies because not all companies calculate EBITDA in an identical manner and, therefore, it is not necessarily an accurate means of
comparison between companies. EBITDA is not intended to represent cash flows for the period or funds available for management’s discretionary use nor has it been
presented as an alternative to operating income or earnings or as an indicator of operating performance and it should not be considered in isolation or as a substitute for
measures of performance prepared in accordance with generally accepted accounting principles in the United States of America.
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The reconciliation of EBITDA to net earnings for each of the respective periods shown is as follows:

Years Ended December 31,

2004 2003 2002
(Unaudited)
(Dollars in thousands)
Net earnings $ 138,968 $ 94,406 $ 69,937
Plus:
Income taxes 85,790 57,054 43,607
Interest 32,228 22,287 19,259
Depreciation and amortization 13,233 8,536 6,780
EBITDA $ 270,219 $ 182,283 $ 139,583

(4)  EBITDA margin is calculated by dividing EBITDA by total closing revenue.

(5)  For purposes of computing the ratio of earnings to fixed charges, “earnings” consist of income before income taxes plus fixed charges less capitalized interest. “Fixed
charges” consist of interest expense including amortization of deferred debt expense, one-half of rent expense, which is deemed to be representative of an interest factor,
and capitalized interest.

(6)  EBITDA and operating ratios are unaudited.
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HOME CLOSING REVENUE, HOME ORDERS AND ORDER BACKLOG

The tables provided below show operating and financial data regarding our homebuilding activities.

Years Ended December 31,
2004 2003 2002

(Unaudited, except total home
losing revenue dollar ts)
(Dollars in thousands)

Home Closing Revenue

Total
Dollars $ 2,015,742 $ 1,461,981 $ 1,112,439
Homes closed 7,254 5,642 4,574
Average sales price $ 271.9 $ 259.1 $ 243.2
Texas
Dollars $ 681,099 $ 577,330 $ 387,264
Homes closed 3,152 2,828 2,090
Average sales price $ 216.1 $ 204.1 $ 185.3
Arizona
Dollars $ 585,743 $ 415,709 $ 445,275
Homes closed 2,331 1,515 1,735
Average sales price $ 251.3 $ 274.4 $ 256.6
California
Dollars $ 628,324 $ 334,677 $ 245,640
Homes closed 1,367 735 594
Average sales price $ 459.6 $ 4553 $ 413.5
Nevada
Dollars $ 120,576 $ 134,265 $ 34,260
Homes closed 404 564 155
Average sales price $ 298.5 $ 238.1 $ 221.0
Years Ended December 31,
2004 2003 2002
(Unaudited)

(Dollars in thousands)
Home Orders

Total
Dollars $ 2,604,948 $ 1,634,988 $ 1,161,899
Homes ordered 9,007 6,152 4,504
Average sales price $ 289.2 $ 265.8 $ 258.0
Texas
Dollars $ 752,770 $ 599,850 $ 417,158
Homes ordered 3,518 2,862 2,134
Average sales price $ 214.0 $ 209.6 $ 195.5
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Arizona

Dollars

Homes ordered

Average sales price
California

Dollars

Homes ordered

Average sales price
Nevada

Dollars

Homes ordered

Average sales price

Order Backlog
Total
Dollars
Homes in backlog
Average sales price
Texas
Dollars
Homes in backlog
Average sales price
Arizona
Dollars
Homes in backlog
Average sales price
California
Dollars
Homes in backlog
Average sales price
Nevada
Dollars
Homes in backlog
Average sales price
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Years Ended December 31,

2004 2003 2002
(Unaudited)
(Dollars in thousands)

884,771 $ 509,913 383,445
3,490 1,881 1,425
253.5 $ 271.1 269.1

821,266 $ 375,105 329,252
1,582 807 794
519.1 $ 464.8 414.7

146,141 $ 150,120 32,044

417 602 151
350.5 $ 249.4 212.2
At December 31,
2004 2003 2002
(Unaudited)
(Dollars in thousands)

$ 1,320,951 $ 710,771 537,764
4,408 2,580 2,070

$ 299.7 $ 275.5 259.8
$ 313,090 $ 241,419 218,899
1,485 1,119 1,085

$ 210.8 $ 215.7 201.8
$ 537,387 $ 238,359 144,155
1,991 832 466

$ 269.9 $ 286.5 309.3
$ 391,271 $ 177,355 136,927
695 405 333

$ 563.0 $ 437.9 411.2
$ 79,203 $ 53,638 37,783
237 224 186

$ 334.2 $ 239.5 203.1




RISK FACTORS

You should consider carefully the information set forth in this section along with all the other information provided to you or incorporated by reference in this prospectus in
deciding whether to invest in the notes.

Risks Associated with the Exchange Notes

Our substantial level of indebtedness could adversely affect our financial condition and prevent us from fulfilling our obligations on the notes.

As of February 28, 2005, we had $564.25 million of indebtedness. In addition, subject to restrictions in the indenture governing the notes, the indenture for our 7% senior
notes due 2014 and our senior unsecured credit facility, we may incur additional indebtedness. The high level of our indebtedness could have important consequences to you,
including the following:

our ability to obtain additional financing for working capital, capital expenditures, acquisitions or general corporate purposes may be impaired;

we must use a substantial portion of our cash flow from operations to pay interest and principal on the notes and other indebtedness, which will reduce the funds available
to us for other purposes such as capital expenditures;

we have a higher level of indebtedness than some of our competitors, which may put us at a competitive disadvantage and reduce our flexibility in planning for, or
responding to, changing conditions in our industry, including increased competition; and

we are more vulnerable to economic downturns and adverse developments in our business.

We expect to obtain the money to pay our expenses and to pay the interest on the notes, the scheduled principal payments prior to maturity and interest on our senior
unsecured credit facility and other debt from cash flow from our operations. Our annual debt service requirements for our existing senior notes (including the exchange notes
offered hereby) is approximately $31 million. Because the notes carry a fixed rate of interest, we are not subject to interest rate risk for these obligations.

We cannot be certain that our cash flow will be sufficient to allow us to pay principal and interest on our debt, including the notes, and meet our other obligations. If we do
not have sufficient funds, we may be required to refinance all or part of our existing debt, including the notes, sell assets or borrow more money. We cannot guarantee that we
will be able to do so on terms acceptable to us, if at all. In addition, the terms of existing or future debt agreements, including our senior unsecured credit facility and the
indenture, may restrict us from pursuing any of these alternatives.

The indenture governing the notes offered hereby, the indenture governing our 7% senior notes due 2014 and our senior unsecured credit facility impose significant
operating and financial restrictions, which may prevent us from capitalizing on business opportunities and taking some corporate actions.

The indenture governing the notes offered hereby, the indenture governing our 7% senior notes due 2014 and our senior unsecured credit facility impose significant
operating and financial restrictions on us. These restrictions limit the ability of us and our subsidiaries, among other things, to:

« incur additional indebtedness or liens;
* pay dividends or make other distributions;
« repurchase our stock;

« make investments;
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« sell assets;

« enter into agreements restricting our subsidiaries’ ability to pay dividends;
« enter into transactions with affiliates; and

« consolidate, merge or sell all or substantially all of our assets.

In addition, the indenture governing our 7% senior notes due 2014 requires us to maintain a minimum consolidated tangible net worth and our senior unsecured credit
facility requires us to maintain other specified financial ratios. We cannot assure you that these covenants will not adversely affect our ability to finance our future operations or
capital needs or to pursue available business opportunities. A breach of any of these covenants or our inability to maintain the required financial ratios could result in a default
in respect of the related indebtedness. If a default occurs, the relevant lenders could elect to declare the indebtedness, together with accrued interest and other fees, to be
immediately due and payable.

We may not be able to satisfy our obligations to holders of the notes upon a change of control triggering event.

Upon the occurrence of a “change of control triggering event,” as defined in the indenture, each holder of the notes offered by this offering memorandum and the
outstanding notes will have the right to require us to purchase the notes at a price equal to 101% of the principal amount, together with any accrued interest and liquidated
damages, if any, to the date of purchase. Our failure to purchase, or give notice of purchase of, the notes would be a default under our other debt agreements. In addition, a
change of control triggering event may constitute an event of default under our senior unsecured credit facility. A default under our senior unsecured credit facility could result
in an event of default under the indenture if the lenders accelerate the debt under our credit facility.

If a change of control triggering event occurs, we may not have enough assets to satisfy all obligations under our debt agreements. In order to satisfy our obligations we
could seek to refinance the indebtedness under these agreements or obtain a waiver from the lenders or you as a holder of the notes. We cannot assure you that we would be
able to obtain a waiver or refinance our indebtedness on terms acceptable to us, if at all.

There is uncertainty about the meaning of the phrase “all or substantially all” under applicable laws in connection with determining whether a change of control has
occurred.

One of the events that triggers our obligation to repurchase the notes upon a change in control triggering event is the sale of all or substantially all of our assets. The phrase
“all or substantially all” as used in the indenture varies according to the facts and circumstances of the subject transaction, has no clearly established meaning under the law that
governs the indenture and is subject to judicial interpretation. In certain circumstances, there may be a degree of uncertainty in ascertaining whether a particular transaction
would involve a disposition of “all or substantially all” of our assets, and therefore, it may be unclear as to whether a change of control has occurred and whether you have the
right to require us to repurchase the notes.

We could enter into transactions that would not constitute a change of control giving rise to an obligation to repurchase the notes, but that could increase the amount of
our indebtedness outstanding.

The indenture governing the notes offered hereby, the indenture governing our 7% senior notes due 2014 and the agreement for our senior unsecured credit facility impose
significant restrictions on our ability to incur additional indebtedness or liens, make investments, and sell assets, among others. In addition, the indenture governing the notes
offered hereby imposes obligations on us to offer to repurchase the notes if we enter into a transaction that constitutes a change of control and we experience a rating decline.
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Nevertheless, we could, in the future, enter into transactions such as acquisitions, refinancings or other recapitalizations or highly leveraged transactions that would not
constitute a change of control giving rise to an obligation by us to repurchase the notes (or we could enter into transactions that would constitute a change of control, but that are
not coupled with a rating decline), but that could increase the amount of indebtedness outstanding. Such transactions could affect our capital structure or credit ratings or
otherwise affect the holders of the notes.

The guarantees may be voided under specific legal circumstances.

The notes are guaranteed by all of our existing subsidiaries (other than our two mortgage broker subsidiaries) and certain future subsidiaries. The guarantees may be subject
to review under U.S. federal bankruptcy law and comparable provisions of state fraudulent conveyance laws if a bankruptcy or reorganization case or lawsuit is commenced by
or on behalf of our or one of a guarantor’s unpaid creditors. Under these laws, if a court were to find in such a bankruptcy or reorganization case or lawsuit that, at the time any
guarantor issued a guarantee of the notes:

« it issued the guarantee to delay, hinder or defraud present or future creditors; or
* it received less than reasonably equivalent value or fair consideration for issuing the guarantee at the time it issued the guarantee and:
« it was insolvent or rendered insolvent by reason of issuing the guarantee; or

* it was engaged, or about to engage, in a business or transaction for which its remaining unencumbered assets constituted unreasonably small capital to carry on its
business; or

« it intended to incur, or believed that it would incur, debts beyond its ability to pay as they mature;

then the court could void the obligations under the guarantee, subordinate the guarantee of the notes to that guarantor’s other debt or take other action detrimental to holders of
the notes and the guarantees of the notes.

The measures of insolvency for purposes of fraudulent transfer laws vary depending upon the law of the jurisdiction that is being applied in any proceeding to determine
whether a fraudulent transfer had occurred. Generally, however, a person would be considered insolvent if, at the time it incurred the debt:

« the present fair saleable value of its assets was less than the amount that would be required to pay its probable liability on its existing debts, including contingent liabilities,
as they become absolute and mature; or

« it could not pay its debts as they become due.

We cannot be sure as to the standard that a court would use to determine whether or not a guarantor was solvent at the relevant time, or, regardless of the standard that the
court uses, that the issuance of the guarantees would not be voided or the guarantees would not be subordinated to the guarantors’ other debt. If such a case were to occur, the
guarantee could also be subject to the claim that, since the guarantee was incurred for our benefit, and only indirectly for the benefit of the guarantor, the obligations of the
applicable guarantor were incurred for less than fair consideration.

Based upon financial and other information currently available to us, we believe that the debt evidenced by the guarantees is being incurred for proper purposes and in good
faith. We believe that the guarantors:

» were solvent after issuing the guarantees;
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« will have sufficient capital for carrying on the business we intend to conduct after this offering is completed; and

« will be able to service their debts as they come due.

There is no established trading market for the exchange notes and you may not be able to sell the notes quickly or at the price that you paid.

We expect that there will be a limited trading market for the exchange notes, if any. Although the exchange notes will be registered, we do not intend to list the exchange
notes on any securities exchange or to arrange for quotation on any automated dealer quotation system. The initial purchasers have advised us that they intend to make a market
in the exchange notes, but they are not obligated to do so. The initial purchasers may discontinue any market making in the exchange notes at any time, in their sole discretion.
As a result, we cannot assure you as to the liquidity of any trading market for the exchange notes.

We also cannot assure you that you will be able to sell your exchange notes at a particular time or that the prices that you receive when you sell will be favorable. We also
cannot assure you as to the level of liquidity of the trading market for the exchange notes or, in the case of any holders of notes that do not exchange them, the trading market for
the notes following the offer to exchange the notes for exchange notes. Future trading prices of the outstanding notes and exchange notes will depend on many factors,
including:

* our operating performance and financial condition;

* our ability to complete the offer to exchange the notes for the exchange notes;
« the interest of securities dealers in making a market; and

* the market for similar securities.

Historically, the market for non-investment grade debt has been subject to disruptions that have caused volatility in prices. It is possible that the market for the outstanding
notes and, if issued, the exchange notes will be subject to disruptions. Any disruptions may have a negative effect on noteholders, regardless of our prospects and financial
performance.

There may be adverse consequences to holders of outstanding notes that do not tender their outstanding notes pursuant to the exchange offer.

If you fail to properly exchange your outstanding notes for exchange notes, you will continue to hold outstanding notes subject to transfer restrictions, and the liquidity of the
trading market for any untendered outstanding notes may be substantially limited.

We will only issue exchange notes in exchange for outstanding notes that you timely and properly tender. You should allow sufficient time to ensure timely delivery of the
outstanding notes, and you should carefully follow the instructions on how to tender your outstanding notes set forth under the “The Exchange Offer — Procedures for
Tendering” and in the letter of transmittal that accompanies this prospectus. Neither we nor the exchange agent are required to notify you of any defects or irregularities relating
to your tender of notes.

The holders of outstanding notes that do not exchange them pursuant to this exchange offer will continue to be subject to restrictions on the transfer of the outstanding notes
because the issuance of the outstanding notes was not registered under the Securities Act or registered or qualified under any state securities laws. We do not currently anticipate
that, except in certain limited circumstances, we will register the outstanding notes under the Securities Act. To the extent that we exchange outstanding notes as a result of this
exchange offer, the ability to trade untendered outstanding notes may be adversely affected.
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Risks Related to Our Acquisition of Colonial Homes
The integration of Colonial Homes may present challenges.

In February 2005, we completed the acquisition of substantially all of the homebuilding assets of Colonial Homes of Fort Myers/Naples, Florida. The integration of Colonial
Homes into our operations following the acquisition will involve a number of risks. In particular, the combined companies may experience attrition among management and
personnel. The integration process could also disrupt the activities of our current businesses. The combination of the two companies will require, among other things,
coordination of management, administrative and other functions. Failure to overcome these challenges or any other problems encountered in connection with the acquisition of
Colonial Homes could cause our financial condition, results of operations and competitive position to decline.

We may not achieve the anticipated benefits from the acquisition.

Our integration of the Colonial Homes acquisition assumes certain synergies and other benefits. We cannot assure you that unforeseen factors will not offset the intended
benefits of the acquisition in whole or in part.

Colonial Homes is engaged in the construction and sale of condominiums.

In connection with our acquisition of Colonial, we will be involved in the construction and sale of multi-story condominium homes. Prior to this acquisition, our business has
involved only the construction and sale of single-family homes. The construction and sale of condominium homes involves different construction processes and subcontractors
and, to a degree, different customers. In addition, condominium homes typically involve more extensive sales and warranty regulations. Although we now employ most of the
Colonial Homes employees that were involved with the Colonial business (including condominium construction and sales), we have no prior experience in the condominium
business. We cannot assure you that we will be successful going forward with this aspect of the Colonial business. In addition, we are exploring expanding into condominium
construction and sales in other markets in which we operate and we could face similar challenges and risks with such an endeavor.

Risks Relating to Meritage

Increases in interest rates and the unavailability of mortgage financing can adversely affect housing demand.

In general, housing demand is adversely affected by increases in interest rates and housing costs and the unavailability of mortgage financing. Most of our buyers finance
their home purchases through third-party lenders providing mortgage financing. If mortgage interest rates increase and, consequently, the ability of prospective buyers to finance
home purchases is adversely affected, home sales, gross margins and cash flow may also be adversely affected and the impact may be material. Interest rates are currently near
historically low levels, however, it is impossible to predict future increases or decreases in market interest rates. In addition, homebuilding activities depend upon the availability
and costs of mortgage financing for buyers of homes owned by potential customers, as those customers (move-up buyers) often need to sell their residences before they purchase
our homes. Any reduction of financing availability could adversely affect home sales.

We may continue to consider growth or expansion of our operations which could have a material adverse effect on our cash flows or profitability.

We may continue to consider growth or expansion of our operations in our current markets or in other areas of the country. Our expansion into new or existing markets could
have a material adverse effect on our cash flows or profitability. The magnitude, timing and nature of any future expansion will depend on a
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number of factors, including suitable acquisition candidates, the negotiation of acceptable terms, our financial capabilities and general economic and business conditions. New
acquisitions may result in the incurrence of additional debt, some of which could be secured, and therefore, structurally senior to the notes. Acquisitions also involve numerous
risks, including difficulties in the assimilation of the acquired company’s operations, the incurrence of unanticipated liabilities or expenses, the diversion of management’s
attention from other business concerns, risks of entering markets in which we have limited or no direct experience, and the potential loss of key employees of the acquired
company.

We depend on the continued availability and satisfactory performance of our subcontractors which, if unavailable, could have a material adverse effect on our business.

We conduct our construction operations only as a general contractor. Virtually all architectural and construction work is performed by unaffiliated third-party subcontractors.
As a consequence, we depend on the continued availability of and satisfactory performance by these subcontractors for the design and construction of our homes. We cannot
assure you that there will be sufficient availability of and satisfactory performance by these unaffiliated third-party subcontractors. In addition, inadequate subcontractor
resources could have a material adverse effect on our business.

We are dependent on the services of certain key employees and the loss of their services could harm our business.

Our success largely depends on the continuing services of certain key employees, including our Co-Chief Executive Officers, Steven J. Hilton and John R. Landon, and our
continued development depends on our ability to attract and retain qualified personnel. We have employment agreements with Messrs. Hilton and Landon, but we do not have
employment agreements with certain other key employees. We believe that Steven J. Hilton and John R. Landon each possess valuable industry knowledge and experience and
leadership abilities that would be difficult in the short term to replicate. The loss of key employees could harm our operations and business plans.

Our limited geographic diversification could adversely affect us if the homebuilding industry in our current markets should decline.
We have operations in Texas, Arizona, California, Nevada, Colorado and Florida. Our limited geographic diversification could adversely impact us if the homebuilding
business in our current markets should decline, since there may not be a balancing opportunity in a stronger market in other geographic regions.
We face reduced coverages and increased costs of insurance.

Recently, lawsuits have been filed against builders asserting claims of personal injury and property damage caused by the presence of mold in residential dwellings. Some of
these lawsuits have resulted in substantial monetary judgments or settlements. We believe that we have maintained adequate insurance coverage to insure against these types of
claims for homes completed before October 1, 2003. Insurance carriers have begun excluding claims arising from the presence of mold from policies for many builders and, as
of October 1, 2003, our insurance policy began excluding mold coverage. If our retentions are not sufficient to protect against these types of claims or if we are unable to obtain
adequate insurance coverage, a material adverse effect on our business, financial condition and results of operations could result if we are exposed to claims arising from the
presence of mold in the homes that we sell.

Our business and operating results could be adversely affected by natural disasters.

We have significant homebuilding operations in Texas, California and Florida. Some of our markets in Texas and Florida occasionally experience severe weather conditions,
such as tornadoes or hurricanes.
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California has experienced a significant number of earthquakes, flooding, landslides and other natural disasters in recent years. We do not insure against some of these risks.
These occurrences could damage or destroy some of our homes under construction or our building lots, which may result in losses that exceed our insurance coverage. We
could also suffer significant construction delays or substantial fluctuations in the pricing or availability of building materials. Any of these events could cause a decrease in our
revenue, cash flow and earnings.

Our future operating results may be adversely impacted by high inflation.

We, like other homebuilders, may be adversely affected during periods of high inflation, mainly because of higher land and construction costs. Also, higher mortgage
interest rates may significantly affect the affordability of mortgage financing to prospective buyers. Inflation also increases our cost of financing, materials and labor and could
cause our financial results or growth to decline, which could impact the value of the notes and the cash flow available to service the notes. We attempt to pass cost increases on
to our customers through higher sales prices. To date, inflation has not had a material adverse effect on our results of operations; however, inflation could impact our future
operating results.

We are subject to construction defect and home warranty claims arising in the ordinary course of business which could lead to additional reserves or expenses that may
adversely affect our business.

Construction defect and home warranty claims are common in the homebuilding industry and can be costly. While we maintain product liability insurance and generally
require our subcontractors and design professionals to indemnify us for liabilities arising from their work, we cannot assure you that these insurance rights and indemnities will
be adequate to cover all construction defect and warranty claims for which we may be liable. For example, we may be responsible for applicable self-insured retentions, which
have increased recently, and certain claims may not be covered by insurance or may exceed applicable coverage limits.

We recently reported that we had identified a material weakness in our system of internal controls and that as of December 31, 2004 our internal control over financial
reporting was not effective.

We recently completed an evaluation of our internal controls over financial reporting in order to allow management to assess and report on, and our independent registered
public accounting firm to audit and attest to management’s assessment and the effectiveness of our internal controls over financial reporting, as required by the Sarbanes-Oxley
Act 0f 2002 and rules and regulations of the SEC, which we refer to as Section 404. As a result of this evaluation, we determined that our accounting for our model lease
program constituted a material weakness under Section 404 and Auditing Standard No. 2 of the Public Company Accounting Oversight Board. We have made the appropriate
adjustments to our financial statements. As a result, investors could lose confidence in our reported financial information and the price of our securities could drop significantly.

As a participant in the homebuilding industry we are subject to its fluctuating cycles and other risks that can negatively affect the demand for, cost of, and pricing of
our homes.

The homebuilding industry is cyclical and is significantly affected by changes in economic and other conditions, such as employment levels, availability of financing,
interest rates and consumer confidence. These factors can negatively affect the demand for and cost of our homes. We are also subject to various risks, many of which are
outside of our control, including delays in construction schedules, cost overruns, changes in governmental regulations (such as no- or slow-growth initiatives), increases in real
estate taxes and other local government fees and raw materials and labor costs.

We are also subject to the potential for significant variability and fluctuations in the cost and availability of real estate. Although historically we have generally developed
parcels ranging from 100 to
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300 lots, in order to achieve and maintain an adequate inventory of lots, we are beginning to purchase larger parcels, in some cases with a joint venture partner. Write-downs of
our real estate could occur if market conditions deteriorate and these write-downs could be material in amount. Write-downs may also occur if we purchase land at higher prices
during stronger economic periods and the value of that land subsequently declines during slower economic periods.

We experience fluctuations and 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 home sales and net earnings on a quarterly basis. As a result of such variability, our
historical performance may not be a meaningful indicator of future results. Fluctuations in our results could cause the value of the notes to decline. Factors that contribute to this
variability include:

* timing of home deliveries and land sales;

« our ability to acquire additional land or options for additional land on acceptable terms;

» conditions of the real estate market in areas where we operate and of the general economy;

« the cyclical nature of the homebuilding industry, changes in prevailing interest rates and the availability of mortgage financing;
* costs and availability of materials and labor; and

« delays in construction schedules due to strikes, adverse weather, acts of God, reduced subcontractor availability and governmental restrictions.

If we are unable to successfully compete in the highly competitive homebuilding industry, our financial results and growth could suffer.

The homebuilding industry is highly competitive. We compete for sales in each of our markets with national, regional and local developers and homebuilders, existing home
resales and, to a lesser extent, condominiums and available rental housing. If we are unable to successfully compete, our financial results and growth could suffer and the value
of, or our ability to service, the notes could be adversely affected. Some of our competitors have significantly greater financial resources or lower costs than we do. Competition
among both small and large residential homebuilders is based on a number of interrelated factors, including location, reputation, amenities, design, quality and price.
Competition is expected to continue and become more intense, and there may be new entrants in the markets in which we currently operate and in markets we may enter in the
future.

We are subject to extensive government regulation that could cause us to incur significant liabilities or restrict our business activities.

Regulatory requirements could cause us to incur significant liabilities and costs and could restrict our business activities. We are subject to local, state and federal statutes
and rules regulating certain development matters, as well as building and site design. We are subject to various fees and charges of government authorities designed to defray
the cost of providing certain governmental services and improvements. We may be subject to additional costs and delays or may be precluded entirely from building projects
because of “no-growth” or “slow-growth” initiatives, building permit ordinances, building moratoriums, or similar government regulations that could be imposed in the future
due to health, safety, welfare, or environmental concerns. We must also obtain licenses, permits and approvals from government agencies to engage in certain activities, the
granting or receipt of which are beyond our control, and could cause delays in our homebuilding projects.
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We are also subject to a variety of local, state and federal statutes, ordinances, rules and regulations concerning the protection of health and the environment. Environmental
laws or permit restrictions may result in project delays, may cause substantial compliance and other costs and may prohibit or severely restrict development in certain
environmentally sensitive regions or geographic areas. Environmental regulations can also have an adverse impact on the availability and price of certain raw materials, such as
lumber.

Beginning in late 2003, we established relationships with title insurance companies in three states where we do business, pursuant to which one of our subsidiaries receives a
portion of the fees and premiums on title insurance purchased by certain of our homebuyers and reinsures a portion of the policy risk. The California Insurance Commissioner
and regulators in other states are investigating these types of arrangements. We are in the process of terminating those arrangements that have not been expressly approved by a
state regulator. In total, these arrangements contributed approximately $600,000 to our fiscal 2004 pre-tax earnings. Depending on the outcome of these investigations, we could
be subject to fines or sanctions which could harm our operating results or reputation.

Acts of war may seriously harm our business.

Acts of war or any outbreak or escalation of hostilities between the United States and any foreign power, including the conflict in Iraq, may cause disruption to the economy,
our company, our employees and our customers, which could impact our revenue, cost and expenses and financial condition.

This prospectus includes forward-looking statements and there are a number of risks and uncertainties that could cause our actual results to differ materially from these
forward-looking statements.

This prospectus includes forward looking statements encouraged by the Private Security Litigation Reform Act of 1995. Forward-looking statements include statements
concerning our plans, objectives, goals, strategies, future events, future revenue or performance, capital expenditures, financing needs, plans or intentions relating to
acquisitions, business trends and other information that is not historical information. When used in this prospectus, the words “estimates,” “expects,” “anticipates,” “projects,”
“plans,” “intends,” “believes,” “forecasts” and variations of such words or similar expressions are intended to identify forward-looking statements. All forward-looking
statements are based upon our current expectations and various assumptions. Our expectations, beliefs and projections are expressed in good faith and we believe there is a

reasonable basis for them. However, there can be no assurance that management’s expectations, beliefs and projections will result or be achieved.

2 G 2

There are a number of risks and uncertainties that could cause our actual results to differ materially from the forward-looking statements contained in this prospectus.
Important factors that could cause our actual results to differ materially from the forward-looking statements we make in this prospectus are set forth in this Risk Factors
section.

USE OF PROCEEDS

We will receive no proceeds from the exchange of the exchange notes for the outstanding notes pursuant to the exchange offer. The proceeds we received from the issuance
of the outstanding notes were used to repurchase approximately $276.8 million of our outstanding 9°/4% senior notes due 2011 plus tender offer consideration and consent
payments totaling approximately $32.9 million in the aggregate pursuant to a offer to purchase and consent solicitation. We used the remaining proceeds to repay a portion of
our unsecured credit facility.
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CAPITALIZATION

The following table sets forth our cash and capitalization on an actual and as adjusted basis as of February 28, 2005. As adjusted data takes into account the issuance of the
outstanding notes on March 10, 2005, the repurchase of $276.8 million our outstanding 9*/4% senior notes due 2011 pursuant to a concurrent tender offer and the payment of
related fees and expenses and the issuance of 1,035,000 shares of our common stock and the payment of related fees, commissions and other costs. You should read this table
together with the other financial information and related notes appearing elsewhere or incorporated by reference in this prospectus.

At February 28, 2005
As Adjusted for
Notes Offered,
Tender Offer and
Actual Shares Offered
(Unaudited)
(Dollars in thousands,
except per share amounts)

Cash and equivalents $ 22,251 $ 29,512
Total debt:
Senior unsecured credit facility $ 89,500 $ =
93/4% senior notes due 2011 286,734 3,297
7% senior notes due 2014 130,081 130,081
6!/4% senior notes due 2015 offered hereby(1) — 348,250
Other borrowings 57,935 57,935
Total debt $ 564,250 $ 539,563
Stockholders’ equity:
Common stock, par value $.01 per share $ 315 $ 325(2)
Additional paid-in capital 210,124 279,714(2)
Retained earnings 400,288 380,927(3)
Treasury stock at cost, 5,704,452 shares (68,973) (68,973)
Total stockholders’ equity 541,754 591,993
Total capitalization $ 1,106,004 $ 1,131,556

1) Includes $350.0 million in aggregate principal amount of the notes offered hereby less a discount of $1.75 million.
?2) Reflects the issuance of 1,035,000 shares of common stock at a price of $70.35, net of commissions and other costs of approximately $3.21 million.
3) Reflects a reduction in retained earnings resulting from the net effect of the following:

Tender premium and commissions $ (32,874)
Accretion of existing note premium and write-off of existing note offering costs 1,760
Legal, printing and other costs relating to the tender offer (200)
Tax effect of above adjustments 11,953
Total $ (19,361)
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SELECTED HISTORICAL FINANCIAL DATA

The following table presents selected historical consolidated financial and operating data of Meritage Homes Corporation and subsidiaries as of and for each of the five
years in the period ended December 31, 2004. The consolidated statement of earnings data for the years ended December 31, 2004, 2003, 2002, 2001 and 2000 have been
derived from Meritage Homes Corporation’s audited consolidated financial statements. You should read this data in conjunction with “Management’s Discussion and Analysis
of Financial Condition and Results of Operations” and our consolidated financial statements and related notes contained in the annual, quarterly and other reports filed by us
with the SEC, which we have incorporated herein by reference. The data below includes the operations of Hancock Communities, Hiammonds Homes, Perma-Bilt Homes and
Citation Homes since their dates of acquisition, June 1, 2001, July 1, 2002, October 1, 2002 and January 1, 2004, respectively.

Years Ended December 31,
2004 2003(1) 2002(1) 2001(1) 2000(1)
(Dollars in thousands)

Statement of Earnings Data:

Total closing revenue $ 2,040,004 $ 1,471,001 $ 1,119,817 $ 744,174 $ 520,467
Total cost of closings (1,631,534) (1,178,484) (904,921) (586,914) (415,649)
Gross profit 408,470 292,517 214,896 157,260 104,818
Commissions and other sales costs (116,527) (92,904) (65,291) (41,085) (28,680)
General and administrative expenses(2) (79,257) (53,929) (41,496) (36,105) (21,215)
Other income, net 12,072 5,776 5,435 2,884 1,847
Interest expense — — — — (8)
Earnings before provision for income taxes 224,758 151,460 113,544 82,954 56,762
Provision for income taxes(2) (85,790) (57,054) (43,607) (32,295) (21,000)
Net earnings $ 138,968 $ 94,406 $ 69,937 $ 50,659 $ 35,762
Earnings per common share(3)
Basic $ 5.33 $ 3.62 $ 2.82 $ 2.39 $ 1.73
Diluted $ 5.03 $ 342 $ 2.66 $ 2.15 $ 1.57
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Years Ended December 31,
2004 2003(1) 2002(1) 2001(1) 2000(1)
(Dollars in thousands)

Other Financial Data:
Gross profit margin(8) 20.0% 19.9% 19.2% 21.1% 20.1%
Interest amortized to cost of home closings
and interest expense $ 32,228 $ 22,287 $ 19,259 $ 13,303 $ 9,179
Depreciation and amortization 13,233 8,536 6,780 5,741 3,407
Interest incurred and capitalized(4) 38,855 26,580 19,294 16,623 10,634
Net cash provided by (used in) operating
activities 60,171 (50,302) 1,050 (16,411) 6,252
Net cash (used in) investing activities (81,804) (35,812) (149,691) (76,465) (8,175)
Net cash provided by (used in) financing
activities 64,710 84,313 151,858 91,862 (7,102)
EBITDA(5)(8) 270,219 182,283 139,583 101,998 69,348
EBITDA margin(6)(8) 13.2% 12.4% 12.5% 13.7% 13.3%
Ratio of EBITDA to interest incurred(8) 6.95x 6.86x 7.23x 6.14x 6.52x
Ratio of total debt to EBITDA(8) 1.74x 1.93x 1.90x 1.74x 1.24x
Ratio of earnings to fixed charges(7)(8) 5.9x 5.6x 5.8x 5.4x 5.8x
Operating Data(8):
Homes closed 7,254 5,642 4,574 3,270 2,227
Homes ordered 9,007 6,152 4,504 3,016 2,480
Average sales price of homes closed $ 277.9 $ 259.1 $ 243.2 $ 227.1 $ 231.4
Average sales price of homes ordered $ 289.2 $ 265.8 $ 258.0 $ 232.1 $ 243.7
Backlog at end of period $ 1,320,951 $ 710,771 $ 537,764 $ 374,951 $ 309,901
Backlog at end of period (homes) 4,408 2,580 2,070 1,602 1,246
At December 31,
2004 2003(1) 2002(1) 2001(1) 2000(1)
(Dollars in thousands)
Balance Sheet Data:
Cash and cash equivalents $ 47,876 $ 4,799 $ 6,600 $ 3,383 $ 4,397
Real estate 867,218 678,011 484,970 330,238 211,307
Total assets 1,265,394 954,539 691,788 436,715 267,075
Notes and loans payable and other borrowings 471,415 351,491 264,927 177,561 86,152
Stockholders’ equity 522,555 411,895 317,308 176,587 121,099

(1)  Historically, the construction costs and related debt associated with model homes which are owned and leased to us by others that we use to market our communities were
not included in our balance
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sheets. In January 2005 we determined that the costs associated with these models and the related debt are required to be included as assets and liabilities, respectively,
on our balance sheet and that the lease payments needed to be recharacterized as interest and that such interest should be capitalized and allocated to cost of sales. As a
result, we restated our Quarterly Reports on Form 10-Q for the quarters ended June 30, 2004 and September 30, 2004. We have determined that the effect on our year-
end financial statements for 2003 and prior and the quarter ended March 31, 2004 is immaterial.

(2) 2001 earnings include a $383 loss related to the net effect of early extinguishments of long-term debt. Previously this amount, net of the tax effect of $149 was reported
as an extraordinary item. We have reclassified this loss as general and administrative expense and income tax benefit, respectively, to conform to the requirements of
SFAS 145, which was effective for fiscal years beginning after May 15, 2002.

(3)  2000-2001 amounts have been adjusted to reflect a 2-for-1 stock split in the form of a stock dividend that occurred in April 2002 and all amounts have been adjusted to
reflect a 2-for-1 stock split in the form of a stock dividend that occurred in January 2005.

(4) Interest incurred is the amount of interest paid and accrued (whether expensed or capitalized) during such period, including debt-related fees and amortization of deferred
financing costs.

(5) EBITDA represents net earnings before interest expense, interest amortized to cost of sales, income taxes, depreciation and amortization. EBITDA is a non-GAAP
financial measure. A non-GAAP financial measure is a numerical measure of a registrant’s historical or future financial performance, financial position or cash flows that
excludes amounts, or is subject to adjustments that have the effect of excluding amounts, that are included in the most directly comparable measure calculated and
presented in accordance with GAAP in the statement of earnings, balance sheet, or statement of cash flows (or equivalent statements) of the issuer; or includes amounts,
or is subject to adjustments that have the effect of including amounts, that are excluded from the most directly comparable measure so calculated and presented. In this
regard, GAAP refers to generally accepted accounting principles in the United States. We have provided below a reconciliation of this non-GAAP financial measure to
the most directly comparable GAAP financial measure.

EBITDA is presented here because it is used by management to analyze and compare Meritage with other homebuilding companies on the basis of operating performance and
we believe it is a financial measure widely used by investors and analysts in the homebuilding industry. EBITDA as presented may not be comparable to similarly titled
measures reported by other companies because not all companies calculate EBITDA in an identical manner and, therefore, it is not necessarily an accurate means of comparison
between companies. EBITDA is not intended to represent cash flows for the period or funds available for management’s discretionary use nor has it been presented as an
alternative to operating income or earnings or as an indicator of operating performance and it should not be considered in isolation or as a substitute for measures of
performance prepared in accordance with generally accepted accounting principles in the United States of America. The reconciliation of EBITDA to net earnings for each of
the respective periods shown is as follows:

Years Ended December 31,

2004 2003 2002 2001 2000
(Unaudited)
(Dollars in thousands)
Net earnings $ 138,968 $ 94,406 $ 69,937 $ 50,659 $ 35,762
Plus:
Income taxes 85,790 57,054 43,607 32,295 21,000
Interest 32,228 22,287 19,259 13,303 9,179
Depreciation and amortization 13,233 8,536 6,780 5,741 3,407
EBITDA $ 270,219 $ 182,283 $ 139,583 $ 101,998 $ 69,348
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(6)  EBITDA margin is calculated by dividing EBITDA by total closing revenue.

(7)  For purposes of computing the ratio of earnings to fixed charges, “earnings” consist of income before income taxes plus fixed charges less capitalized interest. “Fixed
charges” consist of interest expense including amortization of deferred debt expense, one-half of rent expense, which is deemed to be representative of an interest factor,
and capitalized interest.

(8)  EBITDA, operating data and operating ratios are unaudited.
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DESCRIPTION OF CERTAIN INDEBTEDNESS

The following is a summary of certain of our and our subsidiaries’ indebtedness.

Senior Unsecured Credit Facility

We have a credit agreement which provides for a $400 million senior unsecured revolving credit facility. Guaranty Bank is the administrative agent for the facility, which
matures in May 2007, subject to extension provisions.

At February 28, 2005, there was a balance of approximately $89.5 million outstanding under our senior unsecured revolving credit facility and approximately $60.1 million
was outstanding in letters of credit that collateralize our obligations under various land purchase and other contracts. After considering our most restrictive bank covenants, our
borrowing availability under the bank credit facility was approximately $222.2 million at February 28, 2005, as determined by borrowing base limitations defined by our
agreement with the lending banks.

The interest rate on this credit facility is based upon either the agent bank’s quoted base rate or the eurodollar rate, plus an applicable margin that is determined by the level
of a predefined financial leverage ratio. In addition, we incur commitment fees on the unused portion of the revolver that range from 0.275% to 0.50% per annum. The interest
rate for outstanding balances under the bank credit facility at February 28, 2005 was at LIBOR (approximately 2.916%) plus two percent or at prime (5.5%).

This credit facility contains certain financial and other covenants, including covenants:

* requiring us to maintain tangible net worth of at least $225 million plus 50% of net income earned since January 1, 2004 plus 75% of the aggregate net increase in tangible
net worth resulting from the sale of capital stock and other equity interests (as defined);

« prohibiting our ratio of indebtedness (including accrued expenses) to tangible net worth from being greater than 2.25 to 1;
* requiring us to maintain a ratio of EBITDA (including interest amortized to cost of sales) to interest incurred (as defined) of at least 2.0 to 1;

« prohibiting the net book value of our land and lots where construction of a home has not commenced to exceed 125% of tangible net worth and prohibiting the net book
value of our raw land where grading or infrastructure improvements have not begun to exceed 20% of tangible net worth;

« limiting the number of unsold housing units and model units that we may have in our inventory at the end of any fiscal quarter as follows:
@) unsold homes cannot exceed 25% of the number of home closings within the four fiscal quarters ending on such date; and

(i)  model homes cannot exceed 10% of the number of home closings within the four fiscal quarters ending on such date; and
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* prohibiting us from entering into any sale and leaseback transaction, excluding the sale and leaseback of model homes and prohibiting us from creating or incurring any
off-balance sheet liability. For purposes of our credit facility, off-balance sheet liabilities include:

(i) certain liabilities arising under asset securitization transactions;

(i)  monetary obligations under synthetic leases, tax retention or off-balance sheet lease transactions that upon the application of any debtor relief law to us would be
characterized as indebtedness;

(iii)  any other monetary obligation with respect to any transaction which upon the application of any debtor relief law to us would be characterized as indebtedness or
which is the functional equivalent of or takes the place of borrowing but which does not constitute a liability on our consolidated balance sheet.

Notwithstanding the above, our credit facility specifically provides that liabilities (i) under rolling options and similar contracts for the acquisition of real property and
(ii) arising under model home leases shall not be deemed off-balance sheet liabilities.
7% Senior Notes due 2014

In April 2004, we issued $130 million in principal amount of our 7% senior notes due 2014.

The indenture for our 7% senior notes due 2014 requires us to comply with a number of covenants that restrict certain transactions, including covenants:

* limiting the amount of additional indebtedness we can incur unless after giving effect to such additional indebtedness, either (i) our fixed charge coverage ratio would be at
least 2.0 to 1.0 or (ii) our ratio of consolidated debt to consolidated tangible net worth would be less than 3.0 to 1.0, provided, however, this limitation does not apply to
most types of inter-company indebtedness, purchase money indebtedness up to $15 million, non-recourse indebtedness and other indebtedness up to $15 million;

« generally limiting the amount of dividends, redemptions of equity interests and certain investments we can make to $10 million plus (i) 50% of our net income since
May 30, 2001 plus (ii) 100% of the net cash proceeds from the sale of qualified equity interests, plus other items and subject to other exceptions;

* requiring us to maintain tangible net worth of at least $60 million;
* limiting our ability to incur or create certain liens; and

« placing limitations on the sale of assets, mergers and consolidations and transactions with affiliates.

Other Debt

Substantially all of our other debt at December 31, 2004 consists of obligations recorded in connection with model home construction costs and related debt which are
owned and leased to us by others but which are included in our balance sheet. Interest (lease payments) on those borrowings is at a rate of LIBOR plus 4.25% per annum and is
payable monthly. Principal payments are generally deemed made when the model home is sold to a third party or the lease is terminated.
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DESCRIPTION OF THE EXCHANGE NOTES

As used below in this “Description of the Exchange Notes” section, the“Issuer” means Meritage Homes Corporation, a Maryland corporation, and its successors, but not
any of its subsidiaries. The Issuer will issue the exchange notes described in this prospectus under the indenture, dated as of March 10, 2005, among the Issuer, the Guarantors
and Wells Fargo Bank, National Association, as trustee. The terms of the exchange notes include those set forth in the indenture and those made part of the indenture by
reference to the Trust Indenture Act. You may obtain a copy of the indenture from the Issuer at its address set forth elsewhere in this prospectus.

The following is a summary of the material terms and provisions of the exchange notes. As used in this “Description of the Exchange Notes,” the terms “Notes” and “notes”
mean the series of the Issuer’s senior debt securities issued under the indenture designated as its 6'/4% Senior Notes due 2015, in each case except as otherwise expressly
provided or as the context otherwise requires. The following summary does not purport to be a complete description of the Notes and is subject to the detailed provisions of the
indenture. You can find definitions of certain terms used in this description under the heading “— Certain Definitions.”

Principal, Maturity and Interest

The Notes will mature on March 15, 2015. The Notes will bear interest at the rate shown on the cover page of this prospectus, payable on March 15 and September 15 of
each year, commencing on September 15, 2005, to holders of record at the close of business on March 1 or September 1, as the case may be, immediately preceding the relevant
interest payment date. Interest on the Notes will be computed on the basis of a 360-day year of twelve 30-day months.

The Notes will be issued in registered form, without coupons, and in denominations of $1,000 and integral multiples of $1,000.

The Issuer may issue an unlimited amount of Notes having identical terms and conditions to the Notes being issued in this offering (Additional Notes”), subject to
compliance with the “Limitations on Additional Indebtedness” covenant described below. Any Additional Notes will be part of the same issue as the Notes being issued in this
offering and will vote on all matters as one class with the Notes being issued in this offering, including, without limitation, waivers, amendments, redemptions and offers to
purchase. For purposes of the “Description of the Notes,” except for the covenant described under “— Certain Covenants — Limitations on Additional Indebtedness,”
references to the Notes include Additional Notes, if any.

Methods of Receiving Payments on the Notes

If a holder has given wire transfer instructions to the Issuer at least ten business days prior to the applicable payment date, the Issuer will make all payments on such holder’s
Notes in accordance with those instructions. Otherwise, payments on the Notes will be made at the office or agency of the paying agent and registrar for the Notes within the
City and State of New York unless the Issuer elects to make interest payments by check mailed to the holders at their addresses set forth in the register of holders.

Ranking

The Notes will be general unsecured obligations of the Issuer. The Notes will rank senior in right of payment to all future obligations of the Issuer that are, by their terms,
expressly subordinated in right of payment to the Notes and pari passu in right of payment with all existing and future unsecured obligations of the Issuer that are not so
subordinated. Each note guarantee will be a general unsecured obligation of the Guarantor thereof and will rank senior in right of payment to all future obligations of such
Guarantor that are, by their terms, expressly subordinated in right of payment to such note guarantee and pari passu in right of payment with all existing and future unsecured
obligations of such Guarantor that are not so subordinated.
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The Notes and each note guarantee will be effectively subordinated to secured Indebtedness of the Issuer and the applicable Guarantor to the extent of the value of the assets
securing such Indebtedness. Although the indenture contains limitations on the amount of additional secured Indebtedness that the Issuer and the Restricted Subsidiaries may
incur, under certain circumstances, the amount of this Indebtedness could be substantial. See “— Certain Covenants — Limitations on Additional Indebtedness” and
“— Limitations on Liens.”

The Notes will also be effectively subordinated to all existing and future obligations, including Indebtedness, of any Unrestricted Subsidiaries. Claims of creditors of
Unrestricted Subsidiaries, including trade creditors, will generally have priority as to the assets of these Subsidiaries over the claims of the Issuer and the holders of the Issuer’s
Indebtedness, including the Notes.

Note Guarantees
The Issuer’s obligations under the Notes and the indenture will be jointly and severally guaranteed by each Restricted Subsidiary.

Not all of our Subsidiaries will guarantee the Notes. Unrestricted Subsidiaries will not be Guarantors. In the event of a bankruptcy, liquidation or reorganization of any of
these non-guarantor Subsidiaries, these non-guarantor Subsidiaries will pay the holders of their debts and their trade creditors before they will be able to distribute any of their

assets to us.

As of the date of this prospectus, all of our Subsidiaries, other than MTH Mortgage, LLC and Texas Home Mortgage Corporation, which conduct our mortgage broker
business, will be “Restricted Subsidiaries,” and all of our Restricted Subsidiaries will be Guarantors. However, under the circumstances described below under the subheading
“— Certain Covenants — Limitations on Designation of Unrestricted Subsidiaries,” the Issuer will be permitted to designate some of our other Subsidiaries as “Unrestricted
Subsidiaries.” The effect of designating a Subsidiary as an “Unrestricted Subsidiary” will be:

« an Unrestricted Subsidiary will not be subject to many of the restrictive covenants in the indenture;
« a Subsidiary that has previously been a Guarantor and that is designated an Unrestricted Subsidiary will be released from its note guarantee; and

* the assets, income, cash flow and other financial results of an Unrestricted Subsidiary will not be consolidated with those of the Issuer for purposes of calculating
compliance with the restrictive covenants contained in the indenture.

The obligations of each Guarantor under its note guarantee will be limited to the maximum amount as will, after giving effect to all other contingent and fixed liabilities of
such Guarantor (including, without limitation, any guarantees under the Credit Facilities permitted under clause (1) of “— Certain Covenants — Limitations on Additional
Indebtedness”) and after giving effect to any collections from or payments made by or on behalf of any other Guarantor in respect of the obligations of such other Guarantor
under its note guarantee or pursuant to its contribution obligations under the indenture, result in the obligations of such Guarantor under its note guarantee not constituting a
fraudulent conveyance or fraudulent transfer under federal or state law. Each Guarantor that makes a payment for distribution under its note guarantee is entitled to a
contribution from each other Guarantor in a pro rata amount based on adjusted net assets of each Guarantor.

In the event of a sale or other disposition of all of the assets of any Guarantor, by way of merger, consolidation or otherwise, or a sale or other disposition of all of the Equity
Interests of any Guarantor then held by the Issuer and the Restricted Subsidiaries, then that Guarantor will be released and relieved of any obligations under its note guarantee;
provided that the Net Available Proceeds of such sale or other disposition shall be applied in accordance with the applicable provisions of the indenture, to the extent required
thereby. See “— Certain Covenants — Limitations on Asset Sales.” In addition, the indenture will provide that any Guarantor that is designated as an Unrestricted Subsidiary or
that otherwise ceases to be a Guarantor, in each case in accordance with the provisions of the indenture, will be released from its
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note guarantee upon effectiveness of such designation or when it first ceases to be a Restricted Subsidiary, as the case may be.

Optional Redemption

Except as set forth below, the Notes may not be redeemed prior to March 15, 2010. At any time on or after March 15, 2010, the Issuer, at its option, may redeem the Notes,
in whole or in part, at the redemption prices (expressed as percentages of principal amount) set forth below, together with accrued and unpaid interest thereon, if any, to the
redemption date, if redeemed during the 12-month period beginning March 15 of the years indicated:

Optional
Redemption
Year Price
2010 103.125%
2011 102.083%
2012 101.042%
2013 and thereafter 100.000%

At any time prior to March 15, 2008, the Issuer may redeem up to 35% of the aggregate principal amount of the Notes with the net cash proceeds of one or more Qualified
Equity Offerings at a redemption price equal to 106.250% of the principal amount of the Notes to be redeemed, plus accrued and unpaid interest thereon, if any, to the date of
redemption; provided that (1) at least 65% of the aggregate principal amount of Notes issued under the indenture remains outstanding immediately after the occurrence of such
redemption and (2) the redemption occurs within 90 days of the date of the closing of any such Qualified Equity Offering.

The Issuer may acquire Notes by means other than a redemption, whether pursuant to an issuer tender offer, open market purchase or otherwise, so long as the acquisition
does not otherwise violate the terms of the indenture.

Selection and Notice of Redemption

In the event that less than all of the Notes are to be redeemed at any time pursuant to an optional redemption, selection of the Notes for redemption will be made by the
trustee in compliance with the requirements of the principal national securities exchange, if any, on which the Notes are listed or, if the Notes are not then listed on a national
security exchange, on a pro rata basis, by lot or by such method as the trustee shall deem fair and appropriate; provided, however, that no Notes of a principal amount of $1,000
or less shall be redeemed in part. In addition, if a partial redemption is made pursuant to the provisions described in the second paragraph under “— Optional Redemption,”
selection of the Notes or portions thereof for redemption shall be made by the trustee only on a pro rata basis or on as nearly apro rata basis as is practicable (subject to the
procedures of The Depository Trust Company), unless that method is otherwise prohibited.

Notice of redemption will be mailed by first-class mail at least 30 but not more than 60 days before the date of redemption to each holder of Notes to be redeemed at its
registered address. If any Note is to be redeemed in part only, the notice of redemption that relates to that Note will state the portion of the principal amount of the Note to be
redeemed. A new Note in a principal amount equal to the unredeemed portion of the Note will be issued in the name of the holder of the Note upon cancellation of the original
Note. On and after the date of redemption, interest will cease to accrue on Notes or portions thereof called for redemption so long as the Issuer has deposited with the paying
agent for the Notes funds in satisfaction of the redemption price (including accrued and unpaid interest on the Notes to be redeemed) pursuant to the indenture.
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Change of Control

Upon the occurrence of a Change of Control Triggering Event, each holder will have the right to require that the Issuer purchase that holder’s Notes for a cash price (the
“Change of Control Purchase Price”) equal to 101% of the principal amount of the Notes to be purchased, plus accrued and unpaid interest thereon, if any, to the date of
purchase.

Within 30 days following a Change of Control Triggering Event, the Issuer will mail, or caused to be mailed, to the holders a notice:

(1) describing the transaction or transactions that constitute the Change of Control;

(2) offering to purchase, pursuant to the procedures required by the indenture and described in the notice, on a date specified in the notice (which shall be a business day
not earlier than 30 days nor later than 60 days from the date the notice is mailed) and for the Change of Control Purchase Price, all Notes properly tendered by such holder
pursuant to such change of control offer; and

(3) describing the procedures that holders must follow to accept the change of control offer. The change of control offer is required to remain open for at least 20
business days or for such longer period as is required by law.

The Issuer will publicly announce the results of the change of control offer on or as soon as practicable after the date of purchase.

If a change of control offer is made, there can be no assurance that the Issuer will have available funds sufficient to pay for all or any of the Notes that might be delivered by
holders seeking to accept the change of control offer. In addition, we cannot assure you that in the event of a Change of Control Triggering Event the Issuer will be able to
obtain the consents necessary to consummate a change of control offer from the lenders under agreements governing outstanding Indebtedness which may prohibit the offer.

The provisions described above that require us to make a change of control offer following a Change of Control Triggering Event will be applicable regardless of whether
any other provisions of the indenture are applicable. Except as described above with respect to a Change of Control Triggering Event, the indenture does not contain provisions
that permit the holders of the Notes to require that the Issuer purchase or redeem the Notes in the event of a takeover, recapitalization or similar transaction.

The Issuer’s obligation to make a change of control offer will be satisfied if a third party makes the change of control offer in the manner and at the times and otherwise in
compliance with the requirements applicable to a change of control offer made by the Issuer and purchases all Notes properly tendered and not withdrawn under the change of
control offer.

A “Change of Control” includes certain sales of all or substantially all of the assets of the Issuer and the Restricted Subsidiaries. The phrase “all or substantially all” as used
in the indenture (including as set forth under “— Certain Covenants — Limitations on Mergers, Consolidations, Etc.” below) varies according to the facts and circumstances of
the subject transaction, has no clearly established meaning under New York law (which governs the indenture) and is subject to judicial interpretation. Accordingly, in certain
circumstances there may be a degree of uncertainty in ascertaining whether a particular transaction would involve a disposition of “all or substantially all” of the assets of the
Issuer, and therefore it may be unclear as to whether a Change of Control has occurred and whether the holders have the right to require the Issuer to purchase Notes.

The Issuer will comply with applicable tender offer rules, including the requirements of Rule 14e-1 under the Exchange Act and any other applicable laws and regulations in
connection with the purchase of Notes pursuant to a change of control offer. To the extent that the provisions of any securities laws or regulations conflict with the “Change of
Control” provisions of the indenture, the Issuer shall comply with the applicable securities laws and regulations and will not be deemed to have breached its obligations under
the “Change of Control” provisions of the indenture by virtue of this compliance.
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Suspension Period

During a Suspension Period, the provisions of the indenture described under “Change of Control” and the “Limitation on Additional Indebtedness,” “Limitation on
Restricted Payments,” “Limitation on Dividend and Other Restrictions Affecting Restricted Subsidiaries,” “Limitations on Transactions with Affiliates,” “Limitations on Asset
Sales,” “Limitations on Designation of Unrestricted Subsidiaries,” and “Conduct of Business” covenants (collectively, the “Suspendable Covenants”) will not apply. All other
covenants and provisions of the indenture will apply at all times so long as any Notes remain outstanding.

“Suspension Period” means the period (a) beginning on the date that:

(1) the Notes have Investment Grade Ratings by both Rating Agencies; provided that, prior to the assignment of the Investment Grade Ratings, the Issuer has advised the
Rating Agencies that the Suspendable Covenants will not apply during the Suspension Period,

(2) no Default has occurred and is continuing; and
(3) the Issuer has delivered an officers’ certificate to the Trustee certifying that the conditions set forth in clauses (1) and (2) above are satisfied;
and (b) ending on the date (the “Reversion Date”) that either Rating Agency ceases to have Investment Grade Ratings on the Notes.

On the Reversion Date, all Indebtedness incurred during the Suspension Period will be classified to have been incurred pursuant to the Ratio Exception or one of the clauses
set forth in the definition of Permitted Indebtedness (to the extent such Indebtedness would be permitted to be incurred thereunder as of the Reversion Date and after giving
effect to Indebtedness incurred prior to the Suspension Period and outstanding on the Reversion Date). To the extent any Indebtedness would not so be permitted to be incurred
pursuant to the Ratio Exception or any of the clauses set forth in the definition of Permitted Indebtedness, such Indebtedness will be deemed to have been outstanding on the
Issue Date, so that it is classified as Permitted Indebtedness under clause (3) of the definition of Permitted Indebtedness and permitted to be refinanced under clause (11) of the
definition of Permitted Indebtedness.

For purposes of calculating the amount available to be made as Restricted Payments under clause (3) of the first paragraph of the “Limitation on Restricted Payments”
covenant, calculations under that clause will be made with reference to the Measurement Date as set forth in that clause. Accordingly, Restricted Payments made during the
Suspension Period will reduce the amount available to be made as Restricted Payments under clause (3) and the items specified in subclauses (a) through (e) of clause (3) that
occur during the Suspension Period will increase the amount available to be made as Restricted Payments under clause (3). Any Restricted Payments made during the
Suspension Period that are of the type described in clause (4) under the second paragraph of the “Limitations on Restricted Payments” covenants shall reduce the amounts
permitted to be incurred under such clause (4) on the Reversion Date.

For purposes of the “Limitation on Asset Sales” covenant, on the Reversion Date, the Net Proceeds Offer Amount will be reset to zero.

Certain Covenants

The indenture will contain, among others, the following covenants:

Limitations on additional indebtedness

The Issuer will not, and will not permit any Restricted Subsidiary to, directly or indirectly, incur any Indebtedness;provided that the Issuer or any Restricted Subsidiary may
incur additional Indebtedness (including Acquired Indebtedness) if no Default shall have occurred and be continuing at the time of or as a consequence of the incurrence of the
Indebtedness and if, after giving effect thereto, either (a) the Consolidated Fixed Charge Coverage Ratio would be at least 2.00 to 1.00 or (b) the ratio of Consolidated
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Indebtedness to Consolidated Tangible Net Worth would be less than 3.00 to 1.00 (either (a) or (b), the “Ratio Exception”).

Notwithstanding the above, so long as no Default shall have occurred and be continuing at the time of or as a consequence of the incurrence of the following Indebtedness,
each of the following shall be permitted (the “Permitted Indebtedness”):

(1) Indebtedness of the Issuer and any Restricted Subsidiary under the Credit Facilities in an aggregate amount at any time outstanding (whether incurred under the Ratio
Exception or as Permitted Indebtedness) not to exceed the greater of (x) $600.0 million and (y) the amount of the Borrowing Base as of the date of such incurrence;

(2) the Notes and the note guarantees issued on the Issue Date;

(3) Indebtedness of the Issuer and the Restricted Subsidiaries to the extent outstanding on the Issue Date (other than Indebtedness referred to in clauses (1) and (2) above,
and after giving effect to the intended use of proceeds of the Notes);

(4) Indebtedness of the Issuer and the Restricted Subsidiaries under Hedging Obligations; provided that (a) such Hedging Obligations relate to payment obligations on
Indebtedness otherwise permitted to be incurred by this covenant, and (b) the notional principal amount of such Hedging Obligations at the time incurred does not exceed
the principal amount of the Indebtedness to which such Hedging Obligations relate;

(5) Indebtedness of the Issuer owed to a Restricted Subsidiary and Indebtedness of any Restricted Subsidiary owed to the Issuer or any other Restricted Subsidiary;
provided, however, that (a) any Indebtedness of the Issuer owed to a Restricted Subsidiary is unsecured and subordinated, pursuant to a written agreement, to the Issuer’s
obligation, under the indenture and the Notes and (b) upon any such Restricted Subsidiary ceasing to be a Restricted Subsidiary or such Indebtedness being owed to any
person other than the Issuer or a Restricted Subsidiary, the Issuer or such Restricted Subsidiary, as applicable, shall be deemed to have incurred Indebtedness not permitted
by this clause (5);

(6) Indebtedness in respect of bid, performance or surety bonds issued for the account of the Issuer or any Restricted Subsidiary in the ordinary course of business,
including guarantees or obligations of the Issuer or any Restricted Subsidiary with respect to letters of credit supporting such bid, performance or surety obligations (in each
case other than for an obligation for money borrowed);

(7) Purchase Money Indebtedness incurred by the Issuer or any Restricted Subsidiary;

(8) Non-Recourse Indebtedness of the Issuer or any Restricted Subsidiary incurred for the acquisition, development and/or improvement of real property and secured by
Liens only on such real property;

(9) Indebtedness arising from the honoring by a bank or other financial institution of a check, draft or similar instrument inadvertently (except in the case of daylight
overdrafts) drawn against insufficient funds in the ordinary course of business; provided, however, that such Indebtedness is extinguished within five business days of
incurrence;

(10) Indebtedness arising in connection with endorsement of instruments for deposit in the ordinary course of business;
(11) Refinancing Indebtedness with respect to Indebtedness incurred pursuant to the Ratio Exception or clause (2) or (3) above;

(12) Indebtedness of the Issuer or any Restricted Subsidiary in an aggregate amount not to exceed $25.0 million at any time outstanding;
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(13) obligations for, pledge of assets in respect of, and guarantees of, bond financings of political subdivisions or enterprises thereof in the ordinary course of business;
and

(14) Indebtedness of mortgage lending Subsidiaries under warehouse lines of credit, repurchase agreements and Indebtedness secured by mortgage loans and related
assets of mortgage lending Subsidiaries in the ordinary course of a mortgage lending business.

For purposes of determining compliance with this covenant, in the event that an item of Indebtedness meets the criteria of more than one of the categories of Permitted
Indebtedness described in clauses (1) through (14) above or is entitled to be incurred pursuant to the Ratio Exception, the Issuer shall, in its sole discretion, classify such item of
Indebtedness and may divide and classify such Indebtedness in more than one of the types of Indebtedness described, except that Indebtedness outstanding under the Credit
Facilities on the Issue Date shall be deemed to have been incurred under clause (1) above.

Limitations on Restricted Payments
The Issuer will not, and will not permit any Restricted Subsidiary to, directly or indirectly, make any Restricted Payment if at the time of such Restricted Payment:
(1) a Default shall have occurred and be continuing or shall occur as a consequence thereof;
(2) the Issuer cannot incur $1.00 of additional Indebtedness pursuant to the Ratio Exception; or

(3) the amount of such Restricted Payment, when added to the aggregate amount of all other Restricted Payments made after the Measurement Date (other than
Restricted Payments made pursuant to clause (2), (3) or (5) of the next paragraph), exceeds the sum (the “Restricted Payments Basket™) of (without duplication):

(a) 50% of Consolidated Net Income for the period (taken as one accounting period) commencing on the first day of the first full fiscal quarter commencing after the
Measurement Date to and including the last day of the fiscal quarter ended immediately prior to the date of such calculation for which consolidated financial statements
are available (or, if such Consolidated Net Income shall be a deficit, minus 100% of such aggregate deficit), plus

(b) 100% of the aggregate net cash proceeds or the fair market value of any assets to be used in a Permitted Business (other than securities) received by the Issuer
either (x) as contributions to the common equity of the Issuer after the Measurement Date or (y) from the issuance and sale of Qualified Equity Interests after the
Measurement Date, other than to the extent any such proceeds are used to redeem Notes in accordance with the second paragraph under “— Optional Redemption,”
plus

(c) the aggregate amount by which Indebtedness of the Issuer or any Restricted Subsidiary is reduced on the Issuer’s balance sheet upon the conversion or exchange
(other than by a Subsidiary of the Issuer) subsequent to the Measurement Date into Qualified Equity Interests (less the amount of any cash, or the fair value of assets,
distributed by the Issuer or any Restricted Subsidiary upon such conversion or exchange), plus

(d) in the case of the disposition or repayment of or return on any Investment that was treated as a Restricted Payment made after the Measurement Date, an amount
(to the extent not included in the computation of Consolidated Net Income) equal to the lesser of (i) the return of capital with respect to such Investment and (ii) the
amount of such Investment that was treated as a Restricted Payment, in either case, less the cost of the disposition of such Investment and net of taxes, plus

(e) upon a redesignation of an Unrestricted Subsidiary as a Restricted Subsidiary, the lesser of (i) the fair market value of the Issuer’s proportionate interest in such
Subsidiary immediately following such redesignation, and (ii) the aggregate amount of the Issuer’s Investments in such Subsidiary to the extent such Investments
reduced the amount available for subsequent
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Restricted Payments under this clause (3) and were not previously repaid or otherwise reduced, plus

(f) $25.0 million.

The foregoing provisions will not prohibit:

(1) the payment by the Issuer or any Restricted Subsidiary of any dividend within 60 days after the date of declaration thereof, if on the date of declaration the payment
would have complied with the provisions of the indenture;

(2) so long as no Default shall have occurred and be continuing at the time of or as a consequence of such redemption, the redemption of any Equity Interests of the
Issuer or any Restricted Subsidiary in exchange for, or out of the proceeds of the substantially concurrent issuance and sale of, Qualified Equity Interests;

(3) so long as no Default shall have occurred and be continuing at the time of or as a consequence of such redemption, the redemption of Subordinated Indebtedness of
the Issuer or any Restricted Subsidiary (a) in exchange for, or out of the proceeds of the substantially concurrent issuance and sale of, Qualified Equity Interests or (b) in
exchange for, or out of the proceeds of the substantially concurrent incurrence of, Refinancing Indebtedness permitted to be incurred under the “Limitations on Additional
Indebtedness” covenant and the other terms of the indenture;

(4) so long as no Default shall have occurred and be continuing at the time of or as a consequence of such redemption, the redemption of Equity Interests of the Issuer
held by officers, directors or employees or former officers, directors or employees (or their transferees, estates or beneficiaries under their estates), upon their death,
disability, retirement, severance or termination of employment or service; provided that the aggregate cash consideration paid for all such redemptions shall not exceed
$2.0 million during any calendar year (with unused amounts in any calendar year being carried over to succeeding calendar years subject to a maximum of $4.0 million in
any calendar year); or

(5) repurchases of Equity Interests deemed to occur upon the exercise of stock options if the Equity Interests represents a portion of the exercise price thereof;

provided that no issuance and sale of Qualified Equity Interests pursuant to clause (2) or (3) above shall increase the Restricted Payments Basket, except to the extent the
proceeds thereof exceed the amounts used to effect the transactions described therein.

Limitations on dividend and other restrictions affecting restricted subsidiaries

The Issuer will not, and will not permit any Restricted Subsidiary to, directly or indirectly, create or otherwise cause or permit to exist or become effective any consensual
encumbrance or consensual restriction on the ability of any Restricted Subsidiary to:

(a) pay dividends or make any other distributions on or in respect of its Equity Interests;
(b) make loans or advances or pay any Indebtedness or other obligation owed to the Issuer or any other Restricted Subsidiary; or
(c) transfer any of its assets to the Issuer or any other Restricted Subsidiary; except for:

(1) encumbrances or restrictions existing under or by reason of applicable law;

(2) encumbrances or restrictions existing under the indenture, the Notes and the note guarantees;

(3) non-assignment provisions of any contract or any lease entered into in the ordinary course of business;
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(4) encumbrances or restrictions existing under agreements existing on the date of the indenture (including, without limitation, the Credit Facilities) as in effect on
that date or on any Reversion Date as in effect on that date;

(5) restrictions on the transfer of assets subject to any Lien permitted under the indenture imposed by the holder of such Lien;

(6) restrictions on the transfer of assets imposed under any agreement to sell such assets permitted under the indenture to any person pending the closing of such
sale;

(7) any instrument governing Acquired Indebtedness, which encumbrance or restriction is not applicable to any person, or the assets of any person, other than the
person or the assets so acquired;

(8) encumbrances or restrictions arising in connection with Refinancing Indebtedness; provided, however, that any such encumbrances and restrictions are not
materially more restrictive with respect to any Restricted Subsidiary than those in effect on the Issue Date with respect to that Restricted Subsidiary pursuant to the
agreements creating or evidencing the Indebtedness being refinanced;

(9) customary provisions in leases, partnership agreements, limited liability company organizational governance documents, joint venture agreements and other
similar agreements entered into in the ordinary course of business that restrict the transfer of leasehold interests or ownership interests in such partnership, limited
liability company, joint venture or similar person;

(10) Purchase Money Indebtedness incurred in compliance with the covenant described under “— Limitations on Additional Indebtedness” that impose restrictions
of the nature described in clause (c) above on the assets acquired; and

(11) any encumbrances or restrictions imposed by any amendments or refinancings of the contracts, instruments or obligations referred to in clauses (1) through
(10) above; provided that such amendments or refinancings are, in the good faith judgment of the Issuer’s board of directors, no more materially restrictive with respect
to such encumbrances and restrictions than those prior to such amendment or refinancing.

Limitations on transactions with affiliates

The Issuer will not, and will not permit any Restricted Subsidiary to, directly or indirectly, in one transaction or a series of related transactions, sell, lease, transfer or
otherwise dispose of any of its assets to, or purchase any assets from, or enter into any contract, agreement, understanding, loan, advance or guarantee with, or for the benefit of,
any Affiliate involving aggregate consideration in excess of $60,000 (an “Affiliate Transaction”), unless:

(1) such Affiliate Transaction is on terms that are no less favorable to the Issuer or the relevant Restricted Subsidiary than those that may have been obtained in a
comparable transaction at such time on an arm’s-length basis by the Issuer or that Restricted Subsidiary from a person that is not an Affiliate of the Issuer or that Restricted
Subsidiary; and

(2) the Issuer delivers to the trustee:

(a) with respect to any Affiliate Transaction involving aggregate value of $5.0 million or more, an officers’ certificate certifying that such Affiliate Transaction
complies with clause (1) above;

(b) with respect to any Affiliate Transaction involving aggregate value in excess of $10.0 million, an officers’ certificate certifying that such Affiliate Transaction
complies with clause (1) above and a secretary’s certificate which sets forth and authenticates a resolution that has been adopted by the Independent Directors
approving such Affiliate Transaction; and
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(c) with respect to any Affiliate Transaction involving aggregate value of $25.0 million or more, the certificates described in the preceding clause (b) and (x) a
written opinion as to the fairness of such Affiliate Transaction to the Issuer or such Restricted Subsidiary from a financial point of view or (y) a written appraisal
supporting the value of such Affiliate Transaction, in either case, issued by an Independent Financial Advisor.

The foregoing restrictions shall not apply to:

(1) transactions exclusively between or among (a) the Issuer and one or more Restricted Subsidiaries or (b) Restricted Subsidiaries; provided, in each case, that no
Affiliate of the Issuer (other than another Restricted Subsidiary) owns Equity Interests of any such Restricted Subsidiary;

(2) reasonable director, officer, employee and consultant compensation (including bonuses) and other benefits (including retirement, health, stock and other benefit
plans) and indemnification arrangements;

(3) loans and advances permitted by clause (3) of the definition of ‘“Permitted Investments”;

(4) any agreement as in effect as of the Issue Date or any extension, amendment or modification thereto (so long as any such extension, amendment or modification
satisfies the requirements set forth in clause (1) of the first paragraph of this covenant) or any transaction contemplated thereby;

(5) Restricted Payments of the type described in clause (1), (2) or (4) of the definition of “Restricted Payment” and which are made in accordance with the covenant
described under “— Limitations on Restricted Payments”; or

(6) sales of Qualified Equity Interests for cash by the Issuer to an Affiliate.

Limitations on liens

The Issuer shall not, and shall not permit any Restricted Subsidiary to, directly or indirectly, create, incur, assume or permit or suffer to exist any Lien of any nature

whatsoever against (other than Permitted Liens) any assets of the Issuer or any Restricted Subsidiary (including Equity Interests of a Restricted Subsidiary), whether owned at
the Issue Date or thereafter acquired, or any proceeds therefrom, or assign or otherwise convey any right to receive income or profits therefrom, which Lien secures
Indebtedness or trade payables, unless contemporaneously therewith:

(1) in the case of any Lien securing an obligation that ranks pari passu with the Notes or a note guarantee, effective provision is made to secure the Notes or such note
guarantee, as the case may be, at least equally and ratably with or prior to such obligation with a Lien on the same collateral; and

(2) in the case of any Lien securing an obligation that is subordinated in right of payment to the Notes or a note guarantee, effective provision is made to secure the Notes

or such note guarantee, as the case may be, with a Lien on the same collateral that is prior to the Lien securing such subordinated obligation,

in each case, for so long as such obligation is secured by such Lien.

Limitations on asset sales

The Issuer will not, and will not permit any Restricted Subsidiary to, directly or indirectly, consummate any Asset Sale unless:

(1) the Issuer or such Restricted Subsidiary receives consideration at the time of such Asset Sale at least equal to the fair market value of the assets included in such Asset

Sale; and
(2) at least 75% of the total consideration received in such Asset Sale or series of related Asset Sales consists of cash or Cash Equivalents.
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For purposes of clause (2), the following shall be deemed to be cash:

(a) the amount (without duplication) of any Indebtedness (other than Subordinated Indebtedness) of the Issuer or such Restricted Subsidiary that is expressly
assumed by the transferee in such Asset Sale and with respect to which the Issuer or such Restricted Subsidiary, as the case may be, is unconditionally released by the
holder of such Indebtedness,

(b) the amount of any obligations received from such transferee that are within 30 days converted by the Issuer or such Restricted Subsidiary to cash (to the extent
of the cash actually so received), and

(c) the fair market value of any assets (other than securities, unless such securities represent Equity Interests in an entity engaged solely in a Permitted Business,
such entity becomes a Restricted Subsidiary and the Issuer or a Restricted Subsidiary acquires voting and management control of such entity) received by the Issuer or
any Restricted Subsidiary to be used by it in the Permitted Business.

If at any time any non-cash consideration received by the Issuer or any Restricted Subsidiary of the Issuer, as the case may be, in connection with any Asset Sale is repaid or
converted into or sold or otherwise disposed of for cash (other than interest received with respect to any such non-cash consideration), then the date of such repayment,
conversion or disposition shall be deemed to constitute the date of an Asset Sale hereunder and the Net Available Proceeds thereof shall be applied in accordance with this
covenant.

If the Issuer or any Restricted Subsidiary engages in an Asset Sale, the Issuer or such Restricted Subsidiary shall, no later than one year following the consummation thereof,
apply all or any of the Net Available Proceeds therefrom to:

(1) repay any Indebtedness under the Credit Facilities;
(2) repay any Indebtedness which was secured by the assets sold in such Asset Sale; and/or

(3) invest all or any part of the Net Available Proceeds thereof in the purchase of assets (other than securities, unless such securities represent Equity Interests in an entity
engaged solely in a Permitted Business, such entity becomes a Restricted Subsidiary and the Issuer or a Restricted Subsidiary acquires voting and management control of
such entity) to be used by the Issuer or any Restricted Subsidiary in the Permitted Business.

The amount of Net Available Proceeds not applied or invested as provided in this paragraph will constitute“Excess Proceeds.”

When the aggregate amount of Excess Proceeds equals or exceeds $25.0 million, the Issuer will be required to make an offer to purchase from all holders and, if applicable,
redeem (or make an offer to do so) any Pari Passu Indebtedness of the Issuer the provisions of which require the Issuer to redeem such Indebtedness with the proceeds from any
Asset Sales (or offer to do so), in an aggregate principal amount of Notes and such Pari Passu Indebtedness equal to the amount of such Excess Proceeds as follows:

(1) the Issuer will (a) make an offer to purchase (a “Net Proceeds Offer”) to all holders in accordance with the procedures set forth in the indenture, and (b) redeem (or
make an offer to do so) any such other Pari Passu Indebtedness, pro rata in proportion to the respective principal amounts of the Notes and such other Indebtedness required
to be redeemed, the maximum principal amount of Notes and Pari Passu Indebtedness that may be redeemed out of the amount (the “Payment Amount”) of such Excess
Proceeds;

(2) the offer price for the Notes will be payable in cash in an amount equal to 100% of the principal amount of the Notes tendered pursuant to a Net Proceeds Offer, plus
accrued and unpaid interest thereon, if any, to the date such Net Proceeds Offer is consummated (the “Offered Price”), in accordance with the procedures set forth in the
indenture and the redemption price for such Pari
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Passu Indebtedness (the “Pari Passu Indebtedness Price”) shall be as set forth in the related documentation governing such Indebtedness;

(3) if the aggregate Offered Price of Notes validly tendered and not withdrawn by holders thereof exceeds the pro rata portion of the Payment Amount allocable to the
Notes, Notes to be purchased will be selected on a pro rata basis; and

(4) upon completion of such Net Proceeds Offer in accordance with the foregoing provisions, the amount of Excess Proceeds with respect to which such Net Proceeds
Offer was made shall be deemed to be zero.

To the extent that the sum of the aggregate Offered Price of Notes tendered pursuant to a Net Proceeds Offer and the aggregate Pari Passu Indebtedness Price paid to the
holders of such Pari Passu Indebtedness is less than the Payment Amount relating thereto, the Issuer may use such shortfall or a portion thereof, for general corporate purposes,
subject to the provisions of the indenture.

In the event of the transfer of substantially all (but not all) of the assets of the Issuer and the Restricted Subsidiaries as an entirety to a person in a transaction covered by and
effected in accordance with the covenant described under “— Limitations on Mergers, Consolidations, Etc.,” the successor corporation shall be deemed to have sold for cash at
fair market value the assets of the Issuer and the Restricted Subsidiaries not so transferred for purposes of this covenant, and shall comply with the provisions of this covenant
with respect to such deemed sale as if it were an Asset Sale (with such fair market value being deemed to be Net Available Proceeds for such purpose).

The Issuer will comply with applicable tender offer rules, including the requirements of Rule 14e-1 under the Exchange Act and any other applicable laws and regulations in
connection with the purchase of Notes pursuant to a Net Proceeds Offer. To the extent that the provisions of any securities laws or regulations conflict with the “Limitations on
Asset Sales” provisions of the indenture, the Issuer shall comply with the applicable securities laws and regulations and will not be deemed to have breached its obligations
under the “Limitations on Asset Sales” provisions of the indenture by virtue of this compliance.

Limitations on designation of unrestricted subsidiaries
The Issuer may designate any Subsidiary of the Issuer as an “Unrestricted Subsidiary” under the indenture (a“Designation”) only if:

(1) no Default shall have occurred and be continuing at the time of or after giving effect to such designation; and

(2) the Issuer would be permitted to make, at the time of such designation, (a) a Permitted Investment or (b) an Investment pursuant to the first paragraph of
“— Limitations on Restricted Payments” above, in either case, in an amount (the “Designation Amount”) equal to the fair market value of the Issuer’s proportionate interest
in such Subsidiary on such date.

No Subsidiary shall be Designated as an “Unrestricted Subsidiary” unless such Subsidiary:
(1) has no Indebtedness other than Permitted Unrestricted Subsidiary Debt;

(2) is not party to any agreement, contract, arrangement or understanding with the Issuer or any Restricted Subsidiary unless the terms of the agreement, contract,
arrangement or understanding are no less favorable to the Issuer or the Restricted Subsidiary than those that might be obtained at the time from persons who are not
Affiliates of the Issuer or such Restricted Subsidiary;

(3) is a person with respect to which neither the Issuer nor any Restricted Subsidiary has any direct or indirect obligation (a) to subscribe for additional Equity Interests or
(b) to maintain or preserve the person’s financial condition or to cause the person to achieve any specified levels of operating results; and
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(4) has not guaranteed or otherwise directly or indirectly provided credit support for any Indebtedness of the Issuer or any Restricted Subsidiary, except for any guarantee
given solely to support the pledge by the Issuer or any Restricted Subsidiary of the Equity Interests of such Unrestricted Subsidiary, which guarantee is not recourse to the

Issuer or any Restricted Subsidiary, and except to the extent the amount thereof constitutes a Restricted Payment permitted pursuant to the covenant described under
“— Limitations on Restricted Payments.”

If, at any time, any Unrestricted Subsidiary fails to meet the preceding requirements as an Unrestricted Subsidiary, it shall thereafter cease to be an Unrestricted Subsidiary for

purposes of the indenture and any indebtedness of the Subsidiary and any Liens on assets of such Subsidiary shall be deemed to be incurred by a Restricted Subsidiary as of the
date and, if the Indebtedness is not permitted to be incurred under the covenant described under “— Limitations on Additional Indebtedness” or the Lien is not permitted under
the covenant described under “— Limitations on Liens,” the Issuer shall be in default of the applicable covenant.

As of this prospectus, the Issuer has designated MTH Mortgage, LLC and Texas Home Mortgage Company as Unrestricted Subsidiaries.

The Issuer may redesignate an Unrestricted Subsidiary as a Restricted Subsidiary only if:

(1) no Default shall have occurred and be continuing at the time of and after giving effect to such redesignation; and

(2) all Liens, Indebtedness and Investments of such Unrestricted Subsidiary outstanding immediately following such redesignation would, if incurred or made at such
time, have been permitted to be incurred or made for all purposes of the indenture.

All designations and redesignations must be evidenced by resolutions of the board of directors of the Issuer, delivered to the Trustee certifying compliance with the
foregoing provisions.

Limitations on mergers, consolidations, etc.

The Issuer will not, directly or indirectly, in a single transaction or a series of related transactions, (a) consolidate or merge with or into (other than a merger that satisfies the
requirements of clause (1) below with a Wholly-Owned Restricted Subsidiary solely for the purpose of changing the Issuer’s jurisdiction of incorporation to another State of the
United States), or sell, lease, transfer, convey or otherwise dispose of or assign all or substantially all of the assets of the Issuer or the Issuer and the Restricted Subsidiaries
(taken as a whole) or (b) adopt a plan of liquidation unless, in either case:

(1) either:

(a) the Issuer will be the surviving or continuing person; or

(b) the person formed by or surviving such consolidation or merger or to which such sale, lease, conveyance or other disposition shall be made (or, in the case of a
plan of liquidation, any person to which assets are transferred) (collectively, the “Successor™) is a corporation or limited liability company organized and existing
under the laws of any State of the United States of America or the District of Columbia, and the Successor expressly assumes, by supplemental indenture in form and

substance satisfactory to the trustee, all of the obligations of the Issuer under the Notes, the indenture and the Registration Rights Agreement; provided that at any time
the Successor is a limited liability company, there shall be a co-issuer of the Notes that is a corporation;

(2) immediately after giving effect to such transaction and the assumption of the obligations as set forth in clause (1)(b) above and the incurrence of any Indebtedness to
be incurred in connection therewith, no Default shall have occurred and be continuing; and

(3) if such transaction or series of related transactions occurs other than during a Suspension Period, immediately after and giving effect to such transaction and the
assumption of the obligations
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set forth in clause (1)(b) above and the incurrence of any Indebtedness to be incurred in connection therewith, and the use of any net proceeds therefrom on a pro forma
basis, (a) the Consolidated Net Worth of the Issuer or the Successor, as the case may be, would be at least equal to the Consolidated Net Worth of the Issuer immediately
prior to such transaction and (b) the Issuer or the Successor, as the case may be, could incur $1.00 of additional Indebtedness pursuant to the Ratio Exception.

For purposes of this covenant, any Indebtedness of the Successor which was not Indebtedness of the Issuer immediately prior to the transaction shall be deemed to have been
incurred in connection with such transaction.

Except as provided under the caption “—Note Guarantees,” no Guarantor may consolidate with or merge with or into (whether or not such Guarantor is the surviving
person) another person, whether or not affiliated with such Guarantor, unless:

(1) either:
(a) such Guarantor will be the surviving or continuing person; or

(b) the person formed by or surviving any such consolidation or merger assumes, by supplemental indenture in form and substance satisfactory to the trustee, all of
the obligations of such Guarantor under the note guarantee of such Guarantor, the indenture and the Registration Rights Agreement; and

(2) immediately after giving effect to such transaction, no Default shall have occurred and be continuing.

For purposes of the foregoing, the transfer (by lease, assignment, sale or otherwise, in a single transaction or series of transactions) of all or substantially all of the assets of
one or more Restricted Subsidiaries, the Equity Interests of which constitute all or substantially all of the assets of the Issuer, will be deemed to be the transfer of all or
substantially all of the assets of the Issuer.

Upon any consolidation, combination or merger of the Issuer or a Guarantor, or any transfer of all or substantially all of the assets of the Issuer in accordance with the
foregoing, in which the Issuer or such Guarantor is not the continuing obligor under the Notes or its note guarantee, the surviving entity formed by such consolidation or into
which the Issuer or such Guarantor is merged or to which the conveyance, lease or transfer is made will succeed to, and be substituted for, and may exercise every right and
power of, the Issuer or such Guarantor under the indenture, the Notes and the note guarantees with the same effect as if such surviving entity had been named therein as the
Issuer or such Guarantor and, except in the case of a conveyance, transfer or lease, the Issuer or such Guarantor, as the case may be, will be released from the obligation to pay
the principal of and interest on the Notes or in respect of its note guarantee, as the case may be, and all of the Issuer’s or such Guarantor’s other obligations and covenants under
the Notes, the indenture and its note guarantee, if applicable.

Notwithstanding the foregoing, any Restricted Subsidiary may merge into the Issuer or another Restricted Subsidiary.

Additional note guar

If, after the Issue Date, (a) the Issuer or any Restricted Subsidiary shall acquire or create another Subsidiary (other than (i) a Subsidiary that has been designated an
Unrestricted Subsidiary or (ii) during a Suspension Period, a Subsidiary exclusively engaged in mortgage origination, title or insurance businesses) or (b) any Unrestricted
Subsidiary is redesignated a Restricted Subsidiary, then, in each such case, the Issuer shall cause such Restricted Subsidiary to:

(1) execute and deliver to the trustee (a) a supplemental indenture in form and substance satisfactory to the trustee pursuant to which such Restricted Subsidiary shall
unconditionally guarantee all of the Issuer’s obligations under the Notes and the indenture and (b) a notation of guarantee in respect of its note guarantee; and
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(2) deliver to the trustee one or more opinions of counsel that such supplemental indenture (a) has been duly authorized, executed and delivered by such Restricted
Subsidiary and (b) constitutes a valid and legally binding obligation of such Restricted Subsidiary in accordance with its terms.

Conduct of business

The Issuer will not, and will not permit any Restricted Subsidiary to, engage in any business other than the Permitted Business.

Reports

Whether or not required by the SEC, so long as any Notes are outstanding, the Issuer will furnish to the holders of Notes, within the time periods specified in the SEC’s rules
and regulations (including any grace periods or extensions permitted by the SEC):

(1) all quarterly and annual financial information that would be required to be contained in a filing with the SEC on Forms 10-Q and 10-K if the Issuer were required to
file these Forms, including a “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and, with respect to the annual information only, a
report on the annual financial statements by the Issuer’s independent registered public accounting firm; and

(2) all current reports that would be required to be filed with the SEC on Form 8-K if the Issuer were required to file these reports.

In addition, whether or not required by the SEC, the Issuer will file a copy of all of the information and reports referred to in clauses (1) and (2) above with the SEC for
public availability within the time periods specified in the SEC’s rules and regulations (unless the SEC will not accept the filing) and make the information available to securities
analysts and prospective investors upon request. The Issuer and the Guarantors have agreed that, for so long as any Notes remain outstanding, the Issuer will furnish to the
holders and to securities analysts and prospective investors, upon their request, the information required to be delivered pursuant to Rule 144A(d)(4) under the Securities Act.

Events of Default
Each of the following is an “Event of Default”:
(1) failure by the Issuer to pay interest on any of the Notes when it becomes due and payable and the continuance of any such failure for 30 days;

(2) failure by the Issuer to pay the principal on any of the Notes when it becomes due and payable, whether at stated maturity, upon redemption, upon purchase, upon
acceleration or otherwise;

(3) failure by the Issuer to comply with any of its agreements or covenants described above under “— Certain Covenants — Limitations on Mergers, Consolidations,
Etc.,” or, except in a Suspension Period, in respect of its obligations to make a change of control offer as described above under “— Change of Control”;

(4) failure by the Issuer to comply with any other agreement or covenant in the indenture and continuance of this failure for 30 days after notice of the failure has been
given to the Issuer by the trustee or by the holders of at least 25% of the aggregate principal amount of the Notes then outstanding;

(5) default under any mortgage, indenture or other instrument or agreement under which there may be issued or by which there may be secured or evidenced
Indebtedness of the Issuer or any
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Restricted Subsidiary, whether such Indebtedness now exists or is incurred after the Issue Date, which default:

(a) is caused by a failure to pay when due principal on such Indebtedness within the applicable express grace period,
(b) results in the acceleration of such Indebtedness prior to its express final maturity or

(c) results in the commencement of judicial proceedings to foreclose upon, or to exercise remedies under applicable law or applicable security documents to take
ownership of, the assets securing such Indebtedness, and

in each case, the principal amount of such Indebtedness, together with any other Indebtedness with respect to which an event described in clause (a), (b) or (c) has occurred
and is continuing, aggregates $10.0 million or more;

(6) one or more judgments or orders that exceed $10.0 million in the aggregate (net of amounts covered by insurance or bonded) for the payment of money have been
entered by a court or courts of competent jurisdiction against the Issuer or any Restricted Subsidiary and such judgment or judgments have not been satisfied, stayed,
annulled or rescinded within 60 days of being entered;

(7) the Issuer or any Significant Subsidiary pursuant to or within the meaning of any bankruptcy law:
(a) commences a voluntary case,
(b) consents to the entry of an order for relief against it in an involuntary case,
(c) consents to the appointment of a custodian of it or for all or substantially all of its assets, or
(d) makes a general assignment for the benefit of its creditors;

(8) a court of competent jurisdiction enters an order or decree under any bankruptcy law that:
(a) is for relief against the Issuer or any Significant Subsidiary as debtor in an involuntary case,

(b) appoints a custodian of the Issuer or any Significant Subsidiary or a custodian for all or substantially all of the assets of the Issu