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Our FY 2006 third-quarter net income was $174.6 million, or $1.07
per share diluted, compared to FY 2005’s third-quarter record of
$215.5 million, or $1.27 per share diluted. In FY 2006, third-quarter
net income included pre-tax write-downs of $23.9 million, or $0.09
per share diluted after tax: $21.1 million of the write-downs was
related to lots under option, while $2.8 million was related to an
existing community in metro Detroit. In FY 2005, third-quarter 
pre-tax write-downs totaled $1.2 million. FY 2006 third-quarter
earnings per share declined 16%, including write-downs, versus 
FY 2005; excluding write-downs, earnings per share declined 9%. 

Nine-month net income was a record $513.4 million, or $3.10 per
share diluted, compared to FY 2005’s previous nine-month record of
$495.9 million, or $2.94 per share diluted. Nine-month net income
included pre-tax write-downs of $37.0 million, or $0.14 per share
diluted after tax. In FY 2005, nine-month pre-tax write-downs were
$3.7 million, or $0.01 per share after tax. FY 2006 nine-month
earnings per share rose 5%, including write-downs, versus FY 2005;
excluding write-downs, earnings per share increased 10%.

FY 2006’s third-quarter total revenues were $1.53 billion
compared to the third-quarter record of $1.55 billion in FY 2005;
third-quarter-end backlog was $5.59 billion compared to the
third-quarter record of $6.43 billion in FY 2005; and signed
contracts were $1.05 billion compared to the third-quarter record of
$1.92 billion in FY 2005. 

For the nine-month period, record total revenues were $4.31 billion
compared to the previous nine-month record of $3.77 billion in 
FY 2005, and signed contracts were $3.75 billion compared to the
nine-month record of $5.56 billion in FY 2005. 

For FY 2006, we now expect to deliver between 8,600 and 8,900
homes and produce net income of between $727 million and $763
million, or $4.41 to $4.63 per share diluted. This would yield a
return on FY 2006 beginning shareholders’ equity of 26% to 28%.  

It appears that the current housing slowdown, which we first saw in
September 2005, is somewhat unique: It is the first downturn in the
forty years since we entered the business that was not precipitated by
high interest rates or a weak economy or job losses or other
macroeconomic factors. Instead, it seems to be the result of an
oversupply of inventory and a decline in confidence: Speculative
buyers who spurred demand in 2004 and 2005 are now sellers;
builders who built speculative homes must now move their specs; and
some nervous buyers are canceling contracts for homes already under
construction, thereby creating more specs. The resulting excess supply
has exacerbated the drop in consumer confidence, which first
appeared last September, that was already a drag on new home sales.
Because we build fewer specs than most builders, we feel less pressure
to discount homes that are not yet built and are not specs.

Since much of the overhang of finished and near-finished product is
being marketed using advertised price reductions and increased sales
incentives, many anxious consumers are delaying their purchase
decisions as they wonder about the direction of home prices. With
interest rates still relatively low, the economy basically healthy, and
household formations still increasing, we believe that once the

current oversupply of homes is absorbed and buyers become
confident that home prices have stabilized, the market will return to
firm footing.

While we cannot predict when this will occur, we do believe the laws
of supply and demand have not changed and the demographics for
our industry are still very favorable. With many potential buyers on
the sidelines right now, we believe there is growing pent-up demand
that will come into the market once buyer sentiment improves. 

In the current environment, we have reduced our land position. In
total, we now own or control approximately 82,900 lots compared to
approximately 91,200 at second-quarter end. We continue to
reevaluate the lots in our approval pipeline and to renegotiate or drop
those options that we believe are no longer attractive.

Based on our third-quarter backlog and the state of current
demand, we project delivering between 7,000 and 8,000 homes in
FY 2007 at an average price of $635,000 to $645,000. The projected
decline in average delivered home price in FY 2007 compared to FY
2006 is primarily due to an expected increase in the proportion of
deliveries of lower priced homes, primarily in multi family, active-
adult, and smaller-sized single-family home communities. This does
not represent a shift away from Toll Brothers’ focus on luxury
housing; rather, it simply is a function of when communities gain
their final approvals and open for sale. We also project revenues of
between $450 and $550 million in FY 2007 from buildings
accounted for under the percentage of completion method. Although
there is much doom and gloom in the market regarding our industry,
one should note that, even with lower revenues in FY 2007, we still
expect to be highly profitable.

After thirteen consecutive years of record earnings, we believe we are
well prepared for the future. Our Company is run by seasoned
leadership: Our senior management team averages over twenty years
with our Company and has been through challenging markets
before. Our team was able to grow revenues and profits significantly
coming out of the downturn of 1988 – 1990, thanks to opportunistic
land buying and financial discipline during that period. 

Harvard University’s Joint Center for Housing Studies projects an
increase in household formations and housing demand during the
next ten years. With those demographics and the continuing increase
in affluent households, our deep capital base, national geographic
presence, well established brand name, and tremendous range of
product lines to serve luxury buyers, we look forward to growth and
prosperity in the future.

ZVI BARZILAY
President and Chief Operating Officer

August 22, 2006

A Letter to Our Shareholders:

ROBERT I. TOLL
Chairman of the Board and 

Chief Executive Officer

BRUCE E. TOLL
Vice Chairman
of the Board



Corporate Profile
Toll Brothers, Inc. is the nation’s leading builder of luxury homes. The Company began business in 1967 and became a public
company in 1986. Its common stock is listed on the New York Stock Exchange and the Pacific Exchange under the symbol
“TOL.” The Company serves move-up, empty-nester, active-adult, and second-home buyers and operates in Arizona,
California, Colorado, Connecticut, Delaware, Florida, Illinois, Maryland, Massachusetts, Michigan, Minnesota, Nevada, New
Jersey, New York, North Carolina, Pennsylvania, Rhode Island, South Carolina, Texas, Virginia, and West Virginia.

Toll Brothers builds luxury single-family detached and attached home communities; master planned luxury residential,
resort-style golf communities; and urban low-, mid-, and high-rise communities, principally on land it develops and improves.
The Company operates its own architectural, engineering, mortgage, title, land development and land sale, golf course
development and management, home security, landscape, and cable TV and broadband Internet delivery subsidiaries. The
Company also operates its own lumber distribution, and house component assembly and manufacturing operations.

Toll Brothers is the only publicly traded national home building company to have won all three of the industry’s highest
honors: America’s Best Builder, the National Housing Quality Award, and Builder of the Year.

TOL-4530

Five-Year Performance Overview

July 31, Oct. 31, 
2006 2005

Assets (Unaudited)

Cash and cash equivalents $ 322,550 $ 689,219
Inventory 6,226,783 5,068,624
Property, construction, and office equipment, net 96,588 79,524
Receivables, prepaid expenses, and other assets 158,101 185,620
Contracts receivable 138,687
Mortgage loans receivable 92,765 99,858
Customer deposits held in escrow 56,698 68,601
Investments in and advances to unconsolidated entities 240,208 152,394

$ 7,332,380 $ 6,343,840

Liabilities and Stockholders’ Equity
Liabilities

Loans payable $ 716,036 $ 250,552
Senior notes 1,140,882 1,140,028  
Senior subordinated notes 350,000 350,000
Mortgage company warehouse loan 83,602 89,674
Customer deposits 430,892 415,602
Accounts payable 290,817 256,557
Accrued expenses 783,937 791,769
Income taxes payable 297,107 282,147

Total liabilities 4,093,273 3,576,329

Minority Interest 7,103 3,940

Stockholders’ Equity
Common stock 1,563      1,563
Additional paid-in capital 223,594 242,546
Retained earnings 3,089,480 2,576,061
Treasury stock, at cost (82,633) (56,599)

Total stockholders’ equity 3,232,004 2,763,571
$ 7,332,380   $6,343,840

Consolidated Condensed Statements of Income

Toll Brothers, Inc. Corporate Office
250 Gibraltar Road, Horsham, PA  19044 215-938-8000 TollBrothers.com NYSE:TOL

Investor Relations
Frederick N. Cooper, Senior Vice President - Finance 215-938-8312 fcooper@tollbrothersinc.com

Joseph R. Sicree, Senior Vice President - Chief Accounting Officer 215-938-8045 jsicree@tollbrothersinc.com

The Carlton Traditional at Steeplechase of Northville
Northville, Michigan

(Amounts in thousands, except per share data)

(Unaudited)

Revenues
Traditional home sales $4,168,092 $3,751,594 $1,488,905 $1,536,499
Percentage of completion 138,687 41,163
Land sales 7,923 21,608 1,145 10,583 

4,314,702 3,773,202 1,531,213 1,547,082 

Costs of Revenues
Traditional home sales 2,912,750 2,539,885 1,052,116 1,023,743
Percentage of completion 110,519 31,995
Land sales 6,842 15,707 903 9,612 
Interest 88,445 85,532 29,816 35,594 

3,118,556 2,641,124 1,114,830 1,068,949

Selling, general and administrative 429,341 349,706 148,117 126,283
Income from operations 766,805 782,372 268,266 351,850 
Other

Equity earnings from unconsolidated entities 36,662 9,539 7,269 4,231
Interest and other 31,992 26,575 9,699 10,583
Expenses related to early retirement of debt (4,056) (4,056)

Income before income taxes 835,459 814,430 285,234 362,608
Income taxes 322,040 318,572 110,602 147,076
Net income $ 513,419 $ 495,858 $ 174,632 $ 215,532

Earnings per Share
Basic $ 3.32 $ 3.22     $ 1.14 $ 1.39
Diluted $ 3.10 $ 2.94 $        1.07 $ 1.27
Weighted-average number of shares

Basic 154,520 153,851 153,723 155,274 
Diluted 165,423 168,426 163,514 169,843 

Housing Data 2006 2005 2006 2005
Number of homes closed 6,099 5,812 2,157 2,310 
Revenues from home sales (in millions) $   4,306.8 $   3,751.6 $   1,530.1 $   1,536.5
Number of homes contracted 5,154 8,100 1,443 2,746 
Value of contracts signed (in millions) $   3,754.4      $   5,563.9 $    1,050.3 $ 1,916.2
At July 31,
Value of backlog — net (in millions) $   5,590.6 $   6,433.8 $    5,590.6 $   6,433.8
Number of homes in backlog 8,025 9,490 8,025 9,490
Number of lots controlled 82,930 79,506 82,930 79,506

For more information, visit our website at TollBrothers.com

(Amounts in thousands)

Consolidated Condensed Balance Sheets

Statement on Forward-Looking Information
Certain information included herein and in our other reports, SEC filings, statements, and presentations is forward-looking within the meaning of the Private
Securities Litigation Reform Act of 1995, including, but not limited to, statements concerning anticipated operating results, financial resources, changes in
revenues, changes in profitability, interest expense, growth and expansion, anticipated income to be realized from our investments in unconsolidated entities,
the ability to acquire land, the ability to secure governmental approvals, the ability to open new communities, the ability to sell homes and properties, the ability
to deliver homes from backlog, the average delivered price of homes, the ability to secure materials and subcontractors, the ability to maintain the liquidity and
capital necessary to expand and take advantage of future opportunities, and stock market valuations. Such forward-looking information involves important risks
and uncertainties that could significantly affect actual results and cause them to differ materially from expectations expressed herein and in our other reports,
SEC filings, statements, and presentations. These risks and uncertainties include local, regional, and national economic conditions, the demand for homes,
domestic and international political events, uncertainties created by terrorist attacks, the effects of governmental regulation, the competitive environment in
which we operate, fluctuations in interest rates, changes in home prices, the availability and cost of land for future growth, the availability of capital, uncertainties
and fluctuations in capital and securities markets, changes in tax laws and their interpretation, legal proceedings, the availability of adequate insurance at
reasonable cost, the ability of customers to finance the purchase of homes, the availability and cost of labor and materials, and weather conditions.

Three Months
Ended July 31

Nine Months
Ended July 31

2006 2005 2006 2005


