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CAVCO INDUSTRIES, INC. AND SUBSIDIARY
CONSOLIDATED BALANCE SHEETS

ASSETS

Current assets
Cash
Short-term investments
Restricted cash
Accounts receivable
Inventories

(Dollars in thousands)

Prepaid expenses and other current assets

Deferred income taxes
Total current assets

Property, plant and equipment, at cost:
Land
Buildings and improvements
Machinery and equipment
Accumulated depreciation

Goodwill

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities
Accounts payable
Accrued liabilities

Total current liabilities

Deferred income taxes

Commitments and contingencies

Stockholders' equity

Preferred Stock, $.01 par value; 1,000,000 shares authorized;

No shares issued or outstanding

Common Stock, $.01 par value; 10,000,000 shares authorized;
Outstanding 6,336,980 and 6,288,730 shares, respectively

Additional paid-in capital

Unamortized value of restricted stock

Accumulated deficit
Total stockholders' equity

Total liabilities and stockholders' equity

See Notes to Consolidated Financial Statements

1

December 31, March 31,
2005 2005
(Unaudited)
$ 12,046 $ 46,457
39,900 -
1,152 1,028
7,941 7,545
12,013 10,262
1,975 1,202
3,800 3,610
78,827 70,104
6,050 2,330
6,241 5,045
6,677 6,446
18,968 13,821
(6,980) (6,349)
11,988 7,472
67,346 67,346
$ 158,161 $ 144,922
$ 4,279 $ 5,978
22,960 21,544
27,239 27,522
10,550 9,090
63 63
121,039 119,998
(125) (313)
(605) (11,438)
120,372 108,310
$ 158,161 $ 144,922




CAVCO INDUSTRIES, INC. AND SUBSIDIARY
CONSOLIDATED INCOME STATEMENTS
(Dollars in thousands, except per share amounts)

Net sales

Cost of sales

Gross profit

Selling, general and administrative expenses

Income from operations

Interest income

Income from continuing operations before
income taxes

Income tax expense

Income from continuing operations

Income from discontinued retail operations
less income taxes of $148
in 2005 and $100 in 2004

Net Income

Net income per share (basic):
Continuing operations
Discontinued retail operations
Net Income

Net income per share (diluted):
Continuing operations
Discontinued retail operations
Net Income

Weighted average shares outstanding:
Basic
Diluted

(Unaudited)

Three Months Ended

Nine Months Ended

December 31, December 31,
2005 2004 2005 2004

$ 45320 38,820 $ 138,287 $ 113,392
36,365 31,745 110,086 92,955
8,955 7,075 28,201 20,437
3,946 3,505 12,265 10,923
5,009 3,570 15,936 9,514
387 134 1,033 335
5,396 3,704 16,969 9,849
1,874 1,445 6,388 3,902
3,522 2,259 10,581 5,947
252 - 252 150
$ 3,774 2,259 $ 10,833 $ 6,097
$ 0.56 0.36 $ 1.68 $ 0.95
0.04 - 0.04 0.02
$ 0.60 0.36 $ 1.72 $ 0.97
$ 0.52 0.34 $ 1.57 $ 091
0.04 - 0.04 0.02
$ 0.56 0.34 $ 1.61 $ 0.93
6,336,342 6,288,730 6,309,010 6,288,730
6,775,614 6,548,394 6,721,977 6,529,864

On Jaruary 6, 2005, Cawvco Industries Inc. amouncedthat its Board of Direcors had authorizeda 2-for-1 split of
its commaon stock in the form of a 100% stock dividend. The dividend was paid on Jaruary 31, 2005 to
stockholders of recad asof Jaruary 18, 2005. The informaton for the three and nine months ended December
31, 2004 is presentedasif this stock split hadbeencompleted at the begnning of these periods.

See Notes to Consolidated Financial Statements
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CAVCO INDUSTRIES, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in thousands)

(Unaudited)
Nine Months Ended December 31,
2005 2004
OPERATING ACTIVITIES
Net income $ 10,833 $ 6,097
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation 696 828
Amortization of restricted stock 188 188
Deferred income taxes 1,270 1,610
Taxbenefit of option exercises 460 -
Impairment charges - 270
Changes in operating assets and liabilities:
Restricted cash (124) (312)
Accounts receivable (396) 524
Inventories (1,751) 339
Prepaid expenses and other current assets (773) 268
Accounts payable and accrued liabilities (283) (1,149)
Net cash provided by operating activities 10,120 8,663
INVESTING ACTIVITIES
Purchases of property, plant and equipment (5,212) (384)
Purchases of short-term investments (67,900) -
Proceeds fromsale of short-term investments 28,000 -
Net cash used in investing activities (45,112) (384)
FINANCING ACTIVITIES
Common stock issued 581 -
Net cash provided by financing activities 581 -
Net (decrease) increase in cash (34411 8,279
Cash at beginning of period 46,457 30,775
Cash at end of period $ 12,046 $ 39,054
Supplemental disclosures of cash flow information:
Cash paid during the period for income taxes $ 5,183 $ 1,780

See Notes to Consolidated Financial Statements
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CAVCO INDUSTRIES, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements
December 31, 2005
(Dallarsin thousands, except per share data)
(unaudited)

1. Basis of Presentation

The consolidatedinterim fi narcial statemerts include the accounts of Cawco Industries Inc. (QCawvco Inc.O)
ard its wholly-owned subsidiary (callecively, the @ComparnyO)after elimination of all significart intercompany
balancesand transactions. The statements have beenprepared without audit, in accardance with United States
gereraly accegedaccounting principlesfor interim financial informaton and with the instructions to Form 10-Q
and Article 10 of Regulation S-X. Accordingly, certain information and footnote disclosuresnormally included in
finarcial statemerts preparedin accordance with United Statesgereraly acepted accaunting principleshave
beencondensed or omitted

In the opinion of the Compary, all adustmerts (consisting of normal, recuring accruals) necessary to present
fairly the information in the consolidatedfi narcial statemerts of the Compary have beenincluded Certain
previous period amounts in the accomparying consolidated fi nancial statemerts have beenreclassifiedto conform
to the current period presentation. The reaults of operations for interim periods are not necesarily indicatve of
reallts for the full year. The Compary suggeds that these consolidated fi nancial statemerts be readin conjunction
with the consolidatedfinarcial statemerts and the notesto consolidated fi narcial statemertsincludedin the
ComparnyOgorm 10-K Annual Report filed with the Securitiesand Exchange Commission on May 20, 2005 (the
OFom 10-KO)

All sharesauthorized outstanding and per share amaunts for the threeand nine months ended December 31,
2004 have beenredatedto give retroactive application to the January 31, 2005 two-for-one stock split effectedin
the form of a 100 percent stock dividend to Compary stockholdersof recad on Jaruary 18, 2005.

The CompanyOsleferred tax assets primarily result from financial accruals and its deferredtax liakilities
reault from excess tax amartization of goodwill.

For ade<ription of significart accounting policiesused by the Company in the preparation of its consolidated
finarcial statemerts, plea® refer to Note 1 of the notesto consolidatedfinarcial statemertsin the Form 10-K.

Accounting For Stock Based Compensation - The Company accounts for its stock-based compersation
programsunder APB No. 25, Accounting for Stock Issued to Employees and relatedinterpretations (OAPB 250)
under which no compensation expense hasbeenrecagnized asall options have beengrantedwith anexercise
price equal to the fair value of the common stock on the date of grart. The Compary hasadoptedthe disclosure-
only provisions of SFAS No. 123, Accounting for Stock Based Compensation, asamendedby SFAS No. 148,
Accounting for Stock Based Compensation-Transition and Disclosure (OFAS 1230) For the disclosure
requirements of SFAS 123, the fair value of eachoption grant asof the date of the grart wasegimatedusing the
Black-Scholesoption pricing metod. The assumptions usedfor the threemonths enrded December 31, 2005 were
volatility of 26.1%, risk-freeinteres rate of 4.34%, dividend rate of 0.0%, and anexpectedlife of the options of 5
years

Options granted gererally ved over athreeyear period with 25% becaming vegedon the gran date and the
remainder becoming vededin cumulative 25% increments on eachof the first three amiversariesof the grart
date. Had compersation cost beendeterminedasprescribedby SFAS 123, utilizing the assumptions detailed
above ard amartizing the reaulting fair value of the stock options grarnted over the regpecive veding period of the
options, netincome and earrings per share would have beenreducedto the pro formaamaunts for the threeand
nine months ended Decemkber 31, 2005 and 2004 asfollows:



Three Months Ended Nine Months Ended

December 31, December 31,
"~ 2005 " 2004 " 2005 T 2004

Net income, as reported $ 3,774 $ 2,259 $ 10833 $ 6,097
Less: Total stock-based employee

compensation determined under the fair

value based method for all awards, net of

related tax effects of $53, $64, $264 and

$235, respectively. (51) (96) (425) (353)
Pro forma net income $ 3,723 $ 2,163 $ 10408 $ 5,744
Basic net income per share:

As reported $ 0.60 $ 0.36 $ 1.72 $ 0.97

Pro forma $ 0.59 $ 0.34 $ 1.65 $ 0.91
Diluted net income per share:

As reported $ 0.56 $ 0.34 $ 1.61 $ 0.93

Pro forma $ 0.55 $ 0.33 $ 1.55 $ 0.88

Recert Accounting Pronouncemerts N During Decerber 2004, the Financial Accounting Standards Board issued
Statement No. 123R, Share-Based Payment ("SFAS 123R"), which requirescomparniesto measure and recaggnize
compensation expense for all stock-based paymerts at fair value. Share-based paymertsinclude stock options
which the Compary grarts to some of its employeesand directors under its stock incertive planat pricesequal to
the market value of the stock on the datesthe options weregranted SFAS 123R is effective for amual periods
beg nning after June 15, 2005. The Compary plarsto adopt SFAS 123R effective April 1, 2006.

Because the Compary currertly accounts for sharebased paymerts to employeesusing the intrinsic value
method under APB No. 25, it hasrecagnized no compensation cost for stock options grarted Accardingly, the
adoption of SFAS 123RO4air value metod will impact our results of operatons, although it will have no impact
on our overall finarcial position. The impactof adoption of SFAS 123R camot be pred cted at this time because
it will depend on levels of share-based payments granted in the future. However, hadwe adopted SFAS 123R in
prior periods, the impact of that standard would have approximatdthe impactof SFAS 123 asdescribedin the
disclosure of pro formanetincome and netincome per shareabove.

2. Inventories
Raw material inventoriesare valuedat the lower of cost (first-in, first-out metod which approximatesactual
cost) or market. Finishedgoods are valuedat the lower of cost or market, using the specific idertification

metod. Inventoriesat December 31, 2005 and March 31, 2005 were asfollows:

December 31, March 31,

2005 2005
Raw materials $ 5,420 $ 3,811
Work in process 3,557 1,991
Finished goods 3,036 4,460
Total inventories $ 12,013 $ 10,262




3. Revolving line of credit

The Compary hasegatlisheda$15 million revolving line of credt faciity (OR.CO)with JPMorgan Chase
Bark N.A. which expireson July 31, 2007. Asof December 31, 2005, $945 of the line amaunt is reservedfor an
outstanding letter of credt issued for the CompanyOsvorkersdcompensation program. The Compary hasnot
mace any draws under the RLC. The outstanding principal amaunt of borrowings under the RLC beas intereg at
the ComparnyOslecion at either the primerate or the London Interbark Offered Rat plus 1.75%. The RLC
contains certain regrictive and fi narcial coverarts, which, amag other things, limit the ComparyOsahility to
pledge assets and incur additional indebtedness, and requiresthe Compary to maintain a certain definedfixed
charge coverage ratio.

4. Warranties

Homesarewarranted against manufacturing defeds for a period of one year commercing atthe timeof sale
to theretail customer. Estimated costs relating to home warrarntiesare provided at the date of sale. The Compary
hasprovideda liakility for esimated future warrarty costs relating to homessold, based upon maragemertOs
assesmert of historical experience factors and currernt industry trends. Activity in theliahility for edimated
warrartieswasasfollows:

Three Months Ended Nine Months Ended
December 31, December 31,
2005 " 2004 2005 2004
Balance at beginning of period $ 5858 $ 4575 $ 5576 $ 459
Charged to costs and expenses 2,145 1,824 5,893 4,690
Deductions (1,845) (1,416) (5,311) (4,303)
Balance at end of period $ 6,158 $ 4983 $ 6,158 $ 4983

5. Contingencies

The Compary is contingertly liabe under terms of repurchase agreemerts with financial institutions
providing invertory finarcing for independent retailersof its products. These arrangements, which are customary
in the industry, provide for the repurchase of products sold to retailersin the evert of default by the retailer. The
risk of loss underthese agreemertsis spreadover numerous retailers The price the Compary is obligatedto pay
gereraly declinesoverthe period of the agreement and is further reduced by the resale value of repurchased
homes The maximum amount for which the Comparny wascontingerntly liabe under such agreemerts
approximated $28,770 at December 31, 2005. The Compary hasareserve for repurchase commitmerts based on
prior experience and market conditions of $1,500 at December 31, 2005. In connecion with the repurchase
ageamert with one finarcial institution, the Compary hasprovideda guararty in the amount of $300 to guaranty
paymert should one of the CompanyOsarger independert deakersdefaut on certain of its obligations in the evert
of arepurchase by the lerder. The potertial liakility relatedto this guararty isincludedin the CompanyOseserve
for repurchase commitments.

The Compary is engagedin various legal proceedngs that areincidertal to and arise in the course of its
business. Certain of the casesfiledagainst the Company and other comparniesengagedin businessessimilar to
the Compary allege, amang other things, breachof contractand warrarty, product liakility and personal injury.
Legal feesassociated with these lawsuits are expersed asincurred. In the opinion of maragemert, the ultimate
liahlity, if any, with regectto the proceedngs in which the Compary is currently involvedis not expectedto
have a material adverse effect on the Compary's fi nancial position or reaults of operations. However, the
potertial exists for unanticipated material advers judgmerts against the Compary.



6. Earnings Per Share

The following tabe sets forth the computation of basc and diluted earrings per share. Earnings per share
calculations for the threeand nine months ended December 31, 2004 have beenregatedto give retroactive
application to the January 31, 2005 two-for-one stock split effectedin the form of a 100 percert stock dividend to
Company stockholdersof recad on Jaruary 18, 2005.

Three Months Ended Nine Months Ended
December 31, December 31,
" 2005 2004 2005 2004
Net income $ 3,774 $ 2259 $ 10,833 $ 6,097
Weighted average shares outstanding:
Basic 6,336,342 6,288,730 6,309,010 6,288,730
Add: Effect of dilutive stock options 439,272 259,664 412,967 241,134
Diluted 6,775,614 6,548,394 6,721,977 6,529,864
Net income per share:
Basic $ 0.60 $ 0.36 $ 1.72 $ 0.97
Diluted $ 0.56 $ 0.34 $ 1.61 $ 0.93

7. Discontinued Operations

The Compary hasplans to dispose of certain of itsretail salescerters ard these operations areclassifiedas
discontinuedretail operatons. Finishedgoodsinvertoriesto be liquidatedin conjunction with the disposal of
these refail salescerters approximated $693 at December 31, 2005. Incomefrom discontinuedretail operatons
for the threeand nine months ended December 31, 2005 and for the nine months ended December 31, 2004
reaultedfrom better than articipatedreaults from liquidating retail inventoriesat our closedlocations. This
income waspartially offsetby anaccrual for the edimated remaining lea costs for one retail locaion closed
during the secand quarter of fiscal 2005. Net salesfor the retail salescentersto be disposedof were$948 ard
$2,608 for the three month periods ended Decemkter 31, 2005 and 2004, regpectively, and $4,520 and $10,801 for
the nine month periods ended Decemkber 31, 2005 and 2004, regectively. The declinein salesveraus the prior
yearwasprimarily due to the sale of finishedgoods invertoriesand the closure or disposal of retail salescerters
in accadance with the CompanyOsplars.

8. Business Segment Information

The Compary operaesin two business segmerts in the marufactured housing industry N Manufacturing and
Retail. Through its Manufacturing segmert, the Company desgns and marufactureshomeswhich are sold
primarily in the Southwegernand Wedern United Statesto a network of dealers which includes Compary-owned
retail locaions comprising the Refail segnent. The Compary's Retail segmert derivesits reveruesfrom home
salestoindividuals. The accaunting policiesof the segmerts are the same asthose describedin the Form 10-K.
Retail segmert reaultsinclude retail profits from the sale of homesto consumersbut do not include any
marufacturing segmert profits associated with the homessold. Intercanpany transactions betweenreportale
operaing segmens areeliminatedin consolidation. Each segment's reaults include corporate offi ce costs that are
directy and exclusively incurred for the segment. The following talle summarizesinformation with regectto
the Compary's business segmerts for the periods indicated



Net sales
Manufacturing
Retail
Less: Intercompany
Total consolidated net sales

Income (loss) from operations
Manufacturing
Retail
Intercompany profit in inventory
General corporate charges
Total consolidated income
from operations

Depreciation
Manufacturing
Retail
Corporate
Total consolidated depreciation

Capital expenditures
Manufacturing
Corporate
Total consolidated capital
expenditures

Total assets
Manufacturing
Retail

Three Months Ended
December 31,

Nine Months Ended
December 31,

Corporate, primarily cash, short-term investments and deferred taxes

Total consolidated assets

2005 2004 2005 T 2004
44,013 38,563 $ 133,923 $ 111,846
3,864 2,231 10,211 7,166
(2,557) (1,974) (5,847) (5,620)
45320 38,820 $ 138287 $ 113,392
6,349 5217 $ 20,183 $ 14,105
115 (252) 119 (800)
(185) (50) (185) 235
(1,270) (1,345) (4,181) (4,026)
5,009 3,570 $ 15936 $ 9514
199 202 $ 585 $ 587
18 41 49 120
18 38 62 121
235 281 $ 696 $ 828
135 168 $ 5177 $ 369
- - 35 15
135 168 $ 5212 $ 384

As of

December 31, March 31,

" 2005 " 2005
$ 97405 $ 897358
4,956 5,383
55,800 50,181
$ 158,161 $ 144922




Item 2: Management’s Discussion and Analysis of Financial Condition and Results of Operations
Overview

The consolidated finarcial statements containedin this quarterly report refl ectthe fi narcial condition and
results of operations of Cavco Industries Inc. (the @Compary®) The Compary isthe larges producer of
marufacturedhomesin Arizona ard 7th larges marufactured home builderin the United Statesin termsof total
dollarvolume, based on 2004 data published by Manufactured Home M erchandiser. Headquarteredin Phoerix,
Arizona, the Company desgns ard produces marufactured homeswhich aresold to a network of retailerslocated
primarily in the Sauthwegernand Wedern United States The retail segmert of the Compary operatesretail sales
locations which primarily offer homesproducedby the Compary to retail customers

Results of Operations - (Dollars in thousands)
Three and nine months ended December 31, 2005 compared to 2004

Net Sales. Total netsalesincreagd 17% to $45,320 for the three months ended December 31, 2005 compared
to $38,820 lag year. For the first nine months of the fiscal yea ending March 31, 2006, net salesincreased 22%
to $138,287 veraus $113,392 lag year.

Manufacturing net salesincreased 14% to $44,013 for the threemonths ended December 31, 2005 from
$38,563 for lag yearand 20% to $133,923 for the first nine months of fiscal 2006 from $111,846 lag year. These
increassin saleswere attributad e to increasesin the number of homessold and wholesale salesprices Total
homessold during the current quarterincreaged 4.9% to 1,049 wholesale shipmerts veraus 1,000 lag year and the
averag salesprice perhomeincreased8.8% to $41,957 versus $38,563 lag year. The higher volume of homes
sold reaulted from stronger demand for our products particularly in Arizona and California and expansion of
specialty products to markets diff erert from those for tradtional marufacturedhomes Wholesale salesprices
were increaedto offset signifi cart material cost increasesexperiencedsince early 2004. In addition, customers
aretrerding towardlarger homeswith more ameritiesbecatse lower intered rateshave made higher priced
homesmore affordable and tradtional mortgage fi nancing canrequire more squarefootage to meetappraisal
requiremens.

Retail netsalesincreased $1,633 to $3,864 for the threemonths ended December 31, 2005 from $2,231 for the
sameperiod lag year and $3,045 to $10,211 for the first nine months of fiscal 2006 from $7,166 lag year. This
increa® in retail saleswasdue to additional units sold during the quarter and a higher average salesprice per unit.

Gross Profit. Gross profit asapercert of salesincreased to 19.8% for the threemonths ended December 31,
2005 from 18.2% lag yearand to 20.4% for the first nine months of fiscal 2006 from 18.0% lag year. The
increassin gross profit percertage were primarily due to increagsin salesprices which were eractedto offset
material cost increases and the efficierciesreaizedthrough higher production rates  Since ealy 2004, the
Compary hasexperiencedsignificart cost increagsin substartially all of the major componertsin the
CompanyOsroducts, including lumber and lumber-related products, gypsum products, raw steeland products
built with steeland petroleum-based products and services including delivery costs. These circumgtanceswere
intersifiedby the hurricare activity in the gulf coag region of the United Statesduring the secand quarter of fiscal
year2006. The Compary continuesto be concerned about material availahility and pricing asits suppliers
regpond to strong construction market demand that has beenfurther escalated by these natural disagers

Selling, General and Administrative Expenses. Seling, general and administrative expersesincreased 12.6%
or $441 to $3,946 or 8.7% of netsalesfor the threemonths ended December 31, 2005 verus $3,505 or 9.0% of
netsaleslag year. For the first nine months of fiscal 2006, selling, general and administrative expersesincreased
12.3% or $1,342 to $12,265 from $10,923 lag year. Theincrease wasprimarily the reault of incertive
compensation programstiedto profitakility and anincrea® in costs influencedby higher salesvolume.



Interest Income. Intered incomerepresensincome eanedon short-temm invegmerts and unredricted cash.
Interes income from $35,000 of the ComparnyOshort-terminvegmertsis earned on atax-freebads. The
increassin intereg income for the currert quarter versus the comparatve period for lag year resultedfrom the
increag in the CompanyOsnvegalble funds ard higher short-termintered rates

Income Taxes. The effective incometax rate for the threeand nine months enrded Decemter 31, 2005 was
approximately 35% and 38%, regpecively, veraus approximately 39% and 40%, regectively, for the same
periodslag year. Thelower incometax ratesreflectthe effects of tax-free intere$ income notedabove, cetain
state incometax credts, and deductions providedin the AmericanJobs Creafon Act.

Discontinued Retail Operations. Finishedgoodsinventoriesto be liquidatedin conjunction with the disposal
of discontinuedretail operations approximated $693 at December 31, 2005. Income from discontinued retail
operaions for the threeand nine months ended December 31, 2005 and for the nine months ended Decemker 31,
2004 reaultedfrom better thanarticipatedreaults from liquidating refail inventoriesat our closedlocatons. This
income waspartially offsetby anaccrual for the edimated remaining lea% costs for one retail locaion closed
during the secand quarter of fi scal 2005.

Liquidity and Capital Resources

The Compary hasegalisheda $15 million revolving line of credt facility (OR.CO)with JPMorgan Chase
Bark N.A. Asof Deceamber 31, 2005, $945 of the line amaunt is reserved for anoutstanding letter of credt
issuedfor the CompanyOsvorkersOcompersation program. The Compary hasnot made ary draws under the
RLC. The outstanding principal amount of borrowings under the RLC beas intereg atthe CompanyOslecton at
either the primerate or the London Interbark Off eredRate plus 1.75%. The RLC expireson July 31, 2007.

The RLC contains certain redrictive and finarcial covenarts, which, among other things, limit the CompanyOs
ahility to pledge assets and incur additional indeltedness, and requiresthe Compary to maintain a certain defined
fixedcharge coverage ratio.

We believe that cash on hand at December 31, 2005, together with cash flow from operations, will be
suffi ciert to fund our operatons for atleas the next twelve months. In addition, our $15 million line of credt
facility described above canbe usedto supplemert these sourcesof liquidity.

Operating actvitiesprovided $10,120 of cash during the nine months ended December 31, 2005 comparedto
providing $8,663 of cas during thefirst nine months of lag yea. Cash generated by operating activitieswas
primarily derived from operatng income before non-cash chargespartially offset by higherinvertoriesnecesary
to supply increagd production and to ersure the availability of raw materials. Cash generated by operating
activitiesin the prior year wasprimarily derived from operaing income before non-cas chargespartially offset
by increagd accounts receivable due to the timing of paymerts.

Inveding activitiesrequiredthe use of $45,112 of cas during the nine months ended December 31, 2005
comparedto the use of $384 last year. The cash wasprimarily usedto make net purchases of $39,900 of short-
terminvegmertsin order to erhanceyields. In addition, the Comparny also purchased $5,212 of property, plant
and equipmert, including $1,550 for a production facility in Texasand $3,000 for land in Arizona on whichthe
Compary may build anadditional production facility.

Finarcing acivitiesprovided $581 of cas during the nine months ended December 31, 2005 from common
stock issuedfor stock options exercised The Company hadno finarcing activitiesduring the nine months enrded
December 31, 2004.

Critical Accounting Policies

In our Form 10-K filedwith the Securitiesand Exchange Commission on May 20, 2005, under the headng
OCriical Accounting PdiciesO,we have provideda discussion of the critical accounting policiesthat managemert
believesaffectits more significart judgmerts and esimatesusedin the preparation of its consolidatedfi narcial
Statemerts.
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During Decamber 2004, the Financial Accounting Standards Boardissued Statement No. 123R, Share-Based
Payment ("SFAS 123R"), which requirescompariesto measire and recognize compensation experse for all
stock-based paymerts at fair value. Share-based payments include stock options which the Company grantsto
someof its employeesard direciors underits stock incentive planat pricesequal to the market value of the stock
on the datesthe options weregranted. SFAS 123R is effective for amual periods begnning after June 15, 2005.
The Compary plarns to adopt SFAS 123R effective April 1, 2006.

Because the Compary currertly accounts for sharebased paymerts to employeesusing the intrinsic value
method under APB No. 25, Accounting for Stock Issued to Employees ard relatedinterpretations, it has
recaynizedno compensation cost for stock options granted Accardingly, the adoption of SFAS 123RO4air value
method will impact our reaults of operations, although it will have no impacton our overall finarcial position.
The impact of adoption of SFAS 123R camot be predctedatthistime because it will depend on lewvels of share-
basedpaymerts grantedin the future. However, had we adopted SFAS 123R in prior periods, the impactof that
standard would have approximatedthe impact of SFAS 123 asdescribedin the disclosure of pro formanet
income ard netincome per sharein Note 1 to our consolidatedfi narcial statements.

FORWARD-LOOKING STATEMENTS

Various sections of this Report, including ManagementODiscussion and Analysis of Finarcial Condition ard
Reasllts of Operations, contain forward-looking statements within the mearing of Section 27A of the Secuities
Act of 1933, Secion 21E of the SecuitiesAct of 1934 and the Private SecuitiesLitigation Reform Act of 1995.
Forward-looking statemens may beidertified by the context of the statemert and gererally arise whenwe are
discussing our beliefs edimatesor expectations.

Forward-looking statemens are not guaranteesof future performance and aresubjectto risks and
uncerinties mary of which arebeyond our control. As areallt, our actual results or performarce may differ
materially from articipated reaults or performarce. Also, forwardlooking statements arebased upon
maragemert's edimatesof fair valuesand of future costs, using currerntly available informaion. Therefore, actual
reaults may differ materially from those expressed or impliedin those statemerts. Factbrs that could cawse such
differencesto occur include, but arenot limitedto, those discussedin our Form 10-K filedwith the Secuitiesand
Exchange Commission under the headng "Risk Facors'. We expressly disclaim any obligation to update any
forward-ooking statemerts containedin this report or elsewhere, whether asa reault of new information, future
events or otherwise. For all of these rea®ns, you are cautioned not to placeundue reliance on any forward
looking statemerts includedin this report or elsewhere

Item 3: Quantitative and Qualitative Disclosures About Market Risk

Marketrisk istherisk of loss arising from adverse changesin market pricesand interes rates We mayfrom
timeto time be exposedto intered rate risk inherert in our fi nancial instruments, but are not currertly subjectto
foreign currency or commaodity pricerisk. We manage our exposure to these market risks through our regular
operaing and financing activities We arenot currertly aparty to any marketrisk sensitive instrumerts that could
be reasonably expectedto have a material effecton our finarcial condition or reaults of operaions.

The Compary maintains short-term invegmernts. Short-terminvesmerts are comprised of auction rate
cerificateswhich are adustabe-rate secuitieswith dividend ratesthat arereset by biddersthrough periodic
Omutch awctionsOgereraly conducted every 7 to 35 days by a broker/deakr on behalf of the issuer. The Compary
believesthese securitiesare highly liquid invegmerts through the related auctions; however, the collateralizing
secuitieshave statedtemrms of up to thirty (30) yeas. Theinvegmert instruments are rated AAA by Standard &
PoorOsRaings Group, or equivalert. The ComparyOs$nvedmerts are interdedto egablish a high-quality
portfolio that preservesprincipal, meets liquidity needs, and deliversan appropriate yield in relationship to the
ComparyOsnvegmert guidelinesand market conditions. Giventhe short-termnature of these invegmerts, and
that we have no borrowings outstanding, we arenot subjectto significart interes rate risk.
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Item 4: Controls and Procedures

An evaluation hasbeenperformedunder the supervision and with the participation of our managemert,
including our Chief Exective Officerand Chief Financial Offi cer, of the effectiveness of the desgn ard
operaion of our disclosure controls and proceduresasof December 31, 2005. Basedon that evaluation, our
maragemert, including our Chief Execuive Officerand Chief Finarcial Offi cer, concluded that our disclosure
controls and procedureswereeffective asof December 31, 2005, for the purpose of ersuring that information
requiredto be disclosedin this Report hasbeenprocesed summarizedand reportedin atimely mamer. There
were no changesin the Compary'sinterral controls over financial reporting that have materially affected, or are
reamnably likely to materially affect, the Compary's intermal control over fi narncial reporting.
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Part II. Other Information

Item 6: Exhibits

31.1 Certficaion of the Chief Execuive Offi cerof Cavco Industries Inc. pursuart to
Rules13a-14 and 15d-14 promulgated under the SecuitiesExchange Act of 1934, asamerded.

31.2 Certficaion of the Chief Financial Offi cer of Cavco Industries Inc. pursuart to
Rules13a-14 and 15d-14 promulgated under the SecuitiesExchange Act of 1934, asamerded.

32.1 Certficaion of the Chief Execuive Offi cerof Cavco Industries Inc. pursuart to
18 U.S.C. Secton 1350, asadopted pursuart to Secton 906 of the Sarbanes Oxley Act of 2002.

32.2 Certficaion of the Chief Financial Offi cer of Cavco Industries Inc. pursuart to

18 U.S.C. Secton 1350, asadopted pursuart to Secton 906 of the Sarbanes Oxley Act of 2002.

All otheritemsrequiredunder Partll areomittedbecatse they are not applicale.
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Signatures

Pusuant to the requiremerts of the Secuities Exchange Act of 1934, the regstrant hasduly cawsed this
report to be signedon its behalf by the underdgned, thereunto duly authorized

Cavco Industries, Inc.
Regstran

Jaruary 31, 2006 /s/ Joseph H. Stegmayer
Joseph H. Stegmayer B Chairman,
Presdent ard
Chief Execuive Officer
(Principal Execttive Officen

Jaruary 31, 2006 /s/ Daniel L. Urness
Chief Financial Offi cer
(Principal Finarcial and
Accounting Officer)

14



Exhibit 31.1

Certification of Periodic Report Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, Joseph H. Stegmayer, cerffy that

1

2.

| have reviewedthis quarterly report on Form 10-Q of Cawco Industries Inc,;

Basdon my knowledge, this report doesnot contain any untrue statemert of a matrial factor omit to
state a material fact necesary to make the statemerts mack, in light of the circumsancesunder which
such statemerts weremade, not misleadng with regpect to the period coveredby this report;

Basdon my knowledge, the fi nancial statemerts, and other fi narcial informafon includedin this
report, fairly present in all matrial regects the fi nancial condition, reaults of operations and cas fl ows
of theredstrant asof, ard for, the periods presntedin this report;

The regstrantOother certifying offi cer(s) and | are regponsible for egablishing and maintaining
disclosure controls and procedures (asdefinedin Exchange Act Rules13a-15(e) and 15d-15(e)) for the
regstrart and have:

a. Dedgnedsuch disclosure controls and procedures or caused such disclosure controls and
proceduresto be desgnedunder our supervision, to ensure that material information relating to the
regstrart, including its consolidated subsidiaries is made known to us by otherswithin those
ertities particularly during the period in which this report is being prepared

b. Desgnedsuchinterral control over finarcial reporting, or caused such internal control over
finarcial reporting to be desgnedunder our supervision, to provide rea®nable assurance regardng
the reliahility of financial reporting and the preparaion of finarcial statemerts for external purposes
in accadance with gererally acepted accaunting principles

c. Evaluatedthe effectiveness of the regstrartOslisclosure controls ard proceduresard presentedin
this report our conclusions about the effectiveness of the disclosure controls and procedures asof
the end of the period coveredby this report based on such evaluation; and

d. Disclosedin thisreport ary charge in the regstrartOsnterral control over finarcial reporting that
occured during the regstrartOsnost recert fiscal quarter (the regstrartOdourth fiscal quarter in
the case of anamual report) that hasmaterially affected, or isrea®nally likely to matrially affect
the regstrartGs interral control over financial reporting; and

The regstrantOother certifying offi cer(s) and | have disclosed based on our most recert evaluation of
internal control over finarcial reporting, to the reg strantOsuditors and the audit committeeof
regstrartO$oard of directors (or persons performing the equivalernt functions):

a. All significart deficienciesand material weaknessesin the desgn or operation of internal control
overfinarcial reporting which arerea®nally likely to adversly affect the regstrantOshility to
recad, process, summarize and report fi narncial information; and

b. Any fraud, whether or not material, thatinvolvesmanagemer or other employeeswho have a
significart role in theregstrartOsnterral control over finarcial reporting.

Dated Jaruary 31, 2006

By:

/9 Joseph H. Stegmayer

Joseph H. Stegmayer
Chief Execuive Officer



Exhibit 31.2
Certification of Periodic Report Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, Daniel L. Urness, certify that
1. | havereviewedthis quarterly report on Form 10-Q of Cawco Industries Inc;;

2. Basdon my knowledge, this report doesnot contain any untrue statement of a material factor omit to state
amaterial fact necesary to make the statemerts mack, in light of the circumstancesunder which such
statemeris were macke, not misleadng with regpectto the period coveredby thisreport;

3. Basdon my knowledge, the fi nancial statemerts, and other finarcial informaton includedin this report,
fairly presert in all material repects the financial condition, reaults of operations ard cash fl ows of the
regstrart asof, and for, the periods presentedin this report;

4. TheregstrartOother certifying offi cer(s) and | are regonsible for egatlishing and maintaining disclosure
controls and procedures(asdefinedin Exchange Act Rules13a-15(e) and 15d-15(e)) for the regstrant and
have:

a. Dedgnedsuch disclosure controls and procedures or caused such disclosure controls and
proceduresto be desgnedunder our supervision, to ensure that material information relating to the
regstrart, including its consolidated subsidiaries is made known to us by otherswithin those
ertities particularly during the period in which this report is being prepared

b. Desgnedsuchinterral control over finarcial reporting, or caused such interral control over
finarcial reporting to be desgnedunder our supervision, to provide rea®nable assurance regardng
the reliahlity of financial reporting and the preparaion of finarcial statemerts for external purposes
in accadance with gererally acepted accaunting principles

c. Evaluatedthe effectiveness of the regstrartOslisclosure controls ard proceduresard preserntedin
this report our conclusions about the effectiveness of the disclosure controls and procedures asof
the end of the period coveredby this report based on such evaluation; and

d. Disclosedin thisreport ary charge in the regstrartOsnterral control over finarcial reporting that
occured during the regstrartOsnost recert fiscal quarter (the regstrartOdourth fiscal quarter in
the case of anamual report) that hasmaterially affected, or isrea®nally likely to matrially affect
the regstrartGs interral control over financial reporting; and

5. TheregstrantOther certifying offi cer(s) and | have disclosed basedon our most recert evaluaton of
internal control over finarcial reporting, to the reg strantOsuditors and the audit committeeof regstrarntOs
board of directors (or persons performing the equivalent functions):

a. All significart deficienciesand material weaknessesin the desgn or operation of internal control
overfinarcial reporting which arerea®nally likely to adversly affect the regstrantOshility to
recad, process, summarize and report fi narncial information; and

b. Any fraud, whether or not material, that involves managemert or other employeeswho have a
significart role in theregstrartOsnterral control over finarcial reporting.

Dated Jaruary 31, 2006
By: /s/ Daniel L. Urness

Danel L. Urness
Chief Financial Offi cer




Exhibit 32.1

Certification of Periodic Report Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

For the purpose of 18 U.S.C. Section 1350, asadopted pursuart to Section 906 of the SarbanesOxley Act
of 2002, the underdgned, Joseph H. Stegmayer, the Chief Executive Offi cer of Cawco Industries Inc. (the
"Compary"), hereby certifiesthat, to his knowledge:

() the Quarterly Report on Form 10-Q of the Compary for the quarter ended December 31, 2005, as
filedwith the Secuitiesarnd Exchange Commission on the date hered (the ORportO)fully
complieswith the requiremerts of Section 13(a) or 15(d) of the SecuitiesExchange Act of 1934;
and

(i) the information containedin the Report fairly presens, in all matrial regects, the finarcial
condition and reaults of operation of the Compary.

Dated Jaruary 31, 2006

By: /9 Joseph H. Stegmayer
Joseph H. Stegmayer
Chief Exective Officer

The foregoing certification is being furnished as an exhibit to the Form 10-Q pursuant to Item 601(b)(32) of
Regulation S-K and Section 906 of the Sarbanes-Oxley Act of 2002 and, accordingly, is not being filed as part of
the Form 10-Q.



Exhibit 32.2

Certification of Periodic Report Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

For the purpose of 18 U.S.C. Section 1350, asadopted pursuart to Section 906 of the SarbanesOxley Act
of 2002, the underdgned, Daniel L. Urness, the Chief Finarncial Offi cer of Cawco Industries Inc. (the
"Compary"), hereby certifiesthat, to his knowledge:

() the Quarterly Report on Form 10-Q of the Compary for the quarter ended December 31, 2005, as
filedwith the Secuitiesarnd Exchange Commission on the date hered (the ORportO)fully
complieswith the requiremerts of Section 13(a) or 15(d) of the SecuitiesExchange Act of 1934;
and

(i) the information containedin the Report fairly presens, in all matrial regects, the finarcial
condition and reaults of operation of the Compary.
Dated Jaruary 31, 2006
By: /s/ Daniel L. Urness

Danel L. Urness
Chief Financial Offi cer

The foregoing certification is being furnished as an exhibit to the Form 10-Q pursuant to Item 601(b)(32) of
Regulation S-K and Section 906 of the Sarbanes-Oxley Act of 2002 and, accordingly, is not being filed as part of
the Form 10-Q.
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