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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q
(Mark One)

þ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended September 30, 2010
OR

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from                      to                     
Commission file number 001-34501
JUNIPER NETWORKS, INC.

(Exact name of registrant as specified in its charter)

Delaware
(State or other jurisdiction of
incorporation or organization)

77-0422528
(IRS Employer

Identification No.)

1194 North Mathilda Avenue
Sunnyvale, California 94089 (408) 745-2000

(Address of principal executive offices, (Registrant�s telephone number,
including zip code) including area code)

     Indicate by check mark whether the Registrant: (1) has filed all reports required to be filed by Section 13 or 15(d)
of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant
was required to file such reports), and (2) has been subject to such filings requirements for the past 90 days. Yes þ No
o
     Indicate by check mark whether the Registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes
þ No o
     Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated
filer, or a smaller reporting company. See definition of �large accelerated filer,� �accelerated filer� and �smaller reporting
company� in Rule 12b-2 of the Exchange Act. (Check one):

Large Accelerated Filer þ Accelerated Filer o Non-Accelerated Filer o Smaller Reporting
Company o

(Do not check if a smaller
reporting company)

     Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes o No þ
     There were approximately 523,202,000 shares of the Company�s Common Stock, par value $0.00001, outstanding
as of October 29, 2010.
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PART I � FINANCIAL INFORMATION
Item 1. Financial Statements

Juniper Networks, Inc.
Condensed Consolidated Statements of Operations

(In thousands, except per share amounts)
(Unaudited)

Three Months Ended Nine Months Ended
September 30, September 30,

2010 2009 2010 2009
Net revenues:
Product $ 801,183 $ 634,074 $ 2,296,442 $ 1,828,896
Service 211,224 189,838 606,883 545,562

Total net revenues 1,012,407 823,912 2,903,325 2,374,458
Cost of revenues:
Product 247,033 206,329 701,166 606,966
Service 87,587 74,300 252,413 215,535

Total cost of revenues 334,620 280,629 953,579 822,501

Gross margin 677,787 543,283 1,949,746 1,551,957
Operating expenses:
Research and development 231,151 185,204 662,913 554,498
Sales and marketing 204,704 183,424 599,382 547,843
General and administrative 43,773 39,877 132,791 118,263
Amortization of purchased intangible assets 917 1,330 3,258 9,259
Restructuring charges 181 4,493 8,550 16,251
Acquisition-related and other charges 1,525 1,000 2,066 1,000

Total operating expenses 482,251 415,328 1,408,960 1,247,114

Operating income 195,536 127,955 540,786 304,843
Interest and other income, net 205 1,733 2,497 6,581
Gain (loss) on equity investments � � 3,232 (3,311)

Income before income taxes and noncontrolling
interest 195,741 129,688 546,515 308,113
Income tax provision 61,404 45,902 117,225 214,018

Consolidated net income 134,337 83,786 429,290 94,095
Adjust for net loss (income) attributable to
noncontrolling interest 206 � (1,121) �

Net income attributable to Juniper Networks $ 134,543 $ 83,786 $ 428,169 $ 94,095

Net income per share attributable to Juniper
Networks common stockholders:
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Basic $ 0.26 $ 0.16 $ 0.82 $ 0.18

Diluted $ 0.25 $ 0.16 $ 0.80 $ 0.18

Shares used in computing net income per share:
Basic 520,581 523,878 522,069 523,802

Diluted 534,880 538,132 537,158 532,686

See accompanying Notes to Condensed Consolidated Financial Statements
3
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Juniper Networks, Inc.
Condensed Consolidated Balance Sheets

(In thousands, except par values)
(Unaudited)

September
30,

December
31,

2010 2009
ASSETS

Current assets:
Cash and cash equivalents $ 1,460,914 $ 1,604,723
Short-term investments 638,523 570,522
Accounts receivable, net of allowances 473,953 458,652
Deferred tax assets, net 181,955 196,318
Prepaid expenses and other current assets 111,466 48,744

Total current assets 2,866,811 2,878,959
Property and equipment, net 484,802 455,651
Long-term investments 599,036 483,505
Restricted cash 79,080 53,732
Purchased intangible assets, net 47,629 13,834
Goodwill 3,759,631 3,658,602
Long-term deferred tax assets, net � 10,555
Other long-term assets 53,908 35,425

Total assets $ 7,890,897 $ 7,590,263

LIABILITIES AND EQUITY
Current liabilities:
Accounts payable $ 251,431 $ 242,591
Accrued compensation 184,941 176,551
Accrued warranty 36,360 38,199
Deferred revenue 594,437 571,652
Income taxes payable 29,762 34,936
Accrued litigation settlements � 169,330
Other accrued liabilities 143,836 142,526

Total current liabilities 1,240,767 1,375,785
Long-term deferred revenue 190,701 181,937
Long-term income tax payable 98,198 170,245
Other long-term liabilities 44,332 37,531
Commitments and Contingencies � See Note 15
Juniper Networks stockholders� equity:
Convertible preferred stock, $0.00001 par value; 10,000 shares authorized;
none issued and outstanding � �
Common stock, $0.00001 par value; 1,000,000 shares authorized; 521,141
shares and 519,341 shares issued and outstanding at September 30, 2010,
and December 31, 2009, respectively 5 5
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Additional paid-in capital 9,449,553 9,060,089
Accumulated other comprehensive income (loss) 4,427 (1,433)
Accumulated deficit (3,137,836) (3,236,525)

Total Juniper Networks stockholders� equity 6,316,149 5,822,136
Noncontrolling interest 750 2,629

Total equity 6,316,899 5,824,765

Total liabilities and equity $ 7,890,897 $ 7,590,263

See accompanying Notes to Condensed Consolidated Financial Statements
4
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Juniper Networks, Inc.
Condensed Consolidated Statements of Cash Flows

(In thousands)
(Unaudited)

Nine Months Ended September
30,

2010 2009
Cash flows from operating activities:
Consolidated net income $ 429,290 $ 94,095
Adjustments to reconcile consolidated net income to net cash from
operating activities:
Depreciation and amortization 112,366 111,803
Share-based compensation 129,555 101,445
(Gain) loss on equity investments (3,232) 3,311
Change in excess tax benefits from share-based compensation (32,932) 673
Deferred income taxes 26,425 41,996
Changes in operating assets and liabilities:
Accounts receivable, net (15,093) 56,729
Prepaid expenses and other assets (67,813) (11,444)
Accounts payable 8,464 (778)
Accrued compensation 8,390 (20,873)
Accrued litigation settlements (169,330) �
Income tax payable (16,900) 84,813
Other accrued liabilities 836 21,790
Deferred revenue 31,274 52,932

Net cash provided by operating activities 441,300 536,492

Cash flows from investing activities:
Purchases of property and equipment, net (137,481) (113,210)
Purchases of trading investments (2,338) �
Purchases of available-for-sale investments (1,361,510) (1,164,833)
Proceeds from sales of available-for-sale investments 440,788 202,276
Proceeds from maturities of available-for-sale investments 744,464 262,325
Payment for business acquisition, net of cash and cash equivalents acquired (133,333) �
Changes in restricted cash (12,432) (11,276)
Purchases of privately-held and other equity investments, net (5,288) (5,289)

Net cash used in investing activities (467,130) (830,007)

Cash flows from financing activities:
Proceeds from issuance of common stock 257,693 131,391
Purchases and retirement of common stock (388,698) (241,481)
Change in customer financing arrangements (16,906) 3,784
Change in excess tax benefit from share-based compensation 32,932 (673)
Return of capital to noncontrolling interest (3,000) �

Net cash used in financing activities (117,979) (106,979)
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Net decrease in cash and cash equivalents (143,809) (400,494)
Cash and cash equivalents at beginning of period 1,604,723 2,019,084

Cash and cash equivalents at end of period $ 1,460,914 $ 1,618,590

See accompanying Notes to Condensed Consolidated Financial Statements
5
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Juniper Networks, Inc.
Notes to Condensed Consolidated Financial Statements

(Unaudited)
Note 1. Basis of Presentation
The unaudited Condensed Consolidated Financial Statements of Juniper Networks, Inc. (�Juniper Networks� or the
�Company�) have been prepared in accordance with U.S. generally accepted accounting principles (�U.S. GAAP�) for
interim financial information as well as the instructions to Form 10-Q and the rules and regulations of the U.S.
Securities and Exchange Commission (�SEC�). Accordingly, they do not include all of the information and footnotes
required by U.S. GAAP for complete financial statements. In the opinion of management, all adjustments, including
normal recurring accruals, considered necessary for a fair presentation have been included. The results of operations
for the three and nine months ended September 30, 2010, are not necessarily indicative of the results that may be
expected for the year ending December 31, 2010, or any future period. The information included in this Quarterly
Report on Form 10-Q should be read in conjunction with �Management�s Discussion and Analysis of Financial
Condition and Results of Operations,� �Risk Factors,� �Quantitative and Qualitative Disclosures About Market Risk,� and
the Consolidated Financial Statements and footnotes thereto included in the Company�s Annual Report on Form 10-K
for the year ended December 31, 2009.
As of September 30, 2010, the Company owned a 60 percent interest in a joint venture with Nokia Siemens Networks
B.V. (�NSN�). Given the Company�s majority ownership interest in the joint venture, the accounts of the joint venture
have been consolidated with the accounts of the Company, and a noncontrolling interest has been recorded for the
noncontrolling investor�s interests in the net assets and operations of the joint venture.
Reclassifications
In the first quarter of 2010, the Company reclassified certain selling and marketing costs that were previously reported
as cost of service revenues as sales and marketing expense. Accordingly, $6.1 million and $18.7 million of costs
reported in the three and nine months ended September 30, 2009, respectively, have been reclassified from cost of
service revenues to sales and marketing expense to conform to the current period�s presentation. The reclassification
did not impact the Company�s previously reported net revenues, segment results, operating income, net income, or
earnings per share.
Note 2. Summary of Significant Accounting Policies
Recent Accounting Policy Changes
Revenue Recognition
In October 2009, the Financial Accounting Standards Board (�FASB�) issued Accounting Standards Update (�ASU�)
No. 2009-13, Topic 605 � Multiple-Deliverable Revenue Arrangements (�ASU 2009-13�). ASU 2009-13 changes the
requirements for establishing separate units of accounting in a multiple element arrangement and requires the
allocation of arrangement consideration to each deliverable to be based on the relative selling price. Under the new
standard, the Company allocates the total arrangement consideration to each separable element of an arrangement
based upon the relative selling price of each element. Arrangement consideration allocated to undelivered elements is
deferred until delivery. Concurrently with issuing ASU 2009-13, the FASB also issued ASU No. 2009-14, Topic 985 �
Certain Revenue Arrangements That Include Software Elements (�ASU 2009-14�). ASU 2009-14 excludes software that
is contained on a tangible product from the scope of software revenue guidance if the software component and the
non-software component function together to deliver the tangible products� essential functionality. The Company early
adopted these standards on a prospective basis as of the beginning of fiscal 2010 for new and materially modified
arrangements originating after December 31, 2009.
As a result of the adoption of ASU 2009-13 and ASU 2009-14, net revenues for the three and nine months ended
September 30, 2010, were approximately $50 million and $128 million higher, respectively, than the net revenues that
would have been recorded under the previous accounting rules. The increase in revenues was due to recognition of
revenue for products booked and shipped during these periods which consisted primarily of $31 million and
$91 million for the three and nine month periods ended September 30, 2010, respectively, related to undelivered
product commitments for which the Company was unable to demonstrate fair value pursuant to the previous
accounting standards. The remainder of the increase in revenue for the three and nine month periods was due to
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products sold into multiple-year service arrangements which were recognized ratably under the previous accounting
standards and for the change in the Company�s allocation methodology from the residual method to the relative selling
price method as prescribed by ASU 2009-13.
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Juniper Networks, Inc.
Notes to Condensed Consolidated Financial Statements (Continued)

Revenue is recognized when all of the following criteria have been met:
� Persuasive evidence of an arrangement exists. The Company generally relies upon sales contracts, or

agreements, and customer purchase orders to determine the existence of an arrangement.

� Delivery has occurred. The Company uses shipping terms and related documents, or written evidence of
customer acceptance, when applicable, to verify delivery or performance. In instances where the Company has
outstanding obligations related to product delivery or the final acceptance of the product, revenue is deferred
until all the delivery and acceptance criteria have been met.

� Sales price is fixed or determinable. The Company assesses whether the sales price is fixed or determinable
based on the payment terms and whether the sales price is subject to refund or adjustment.

� Collectability is reasonably assured. The Company assesses collectability based on creditworthiness of
customers as determined by our credit checks and their payment histories. The Company records accounts
receivable net of allowance for doubtful accounts, estimated customer returns, and pricing credits.

For fiscal 2010 and future periods, pursuant to the guidance of ASU 2009-13, when a sales arrangement contains
multiple elements and software and non-software components function together to deliver the tangible products�
essential functionality, the Company allocates revenue to each element based on a selling price hierarchy. The selling
price for a deliverable is based on its vendor-specific objective evidence (�VSOE�) if available, third-party evidence
(�TPE�) if VSOE is not available, or estimated selling price (�ESP�) if neither VSOE nor TPE is available. The Company
then recognizes revenue on each deliverable in accordance with its policies for product and service revenue
recognition. VSOE of selling price is based on the price charged when the element is sold separately. In determining
VSOE, the Company requires that a substantial majority of the selling prices fall within a reasonable range based on
historical discounting trends for specific products and services. TPE of selling price is established by evaluating
largely interchangeable competitor products or services in stand-alone sales to similarly situated customers. However,
as the Company�s products contain a significant element of proprietary technology and its solutions offer substantially
different features and functionality, the comparable pricing of products with similar functionality typically cannot be
obtained. Additionally, as the Company is unable to reliably determine what competitors products� selling prices are on
a stand-alone basis, the Company is not typically able to determine TPE. The best estimate of selling price is
established considering multiple factors including, but not limited to pricing practices in different geographies and
through different sales channels, gross margin objectives, internal costs, competitor pricing strategies, and industry
technology lifecycles.
In multiple element arrangements where more-than-incidental software deliverables are included, revenue is allocated
to each separate unit of accounting for each of the non-software deliverables and to the software deliverables as a
group using the relative selling prices of each of the deliverables in the arrangement based on the aforementioned
selling price hierarchy. If the arrangement contains more than one software deliverable, the arrangement consideration
allocated to the software deliverables as a group is then allocated to each software deliverable using the guidance for
recognizing software revenue, as amended.
The Company limits the amount of revenue recognition for delivered elements to the amount that is not contingent on
the future delivery of products or services, future performance obligation, or subject to customer-specific return or
refund privileges. The Company evaluates each deliverable in an arrangement to determine whether they represent
separate units of accounting. A deliverable constitutes a separate unit of accounting when it has stand-alone value and
there are no customer-negotiated refunds or return rights for the delivered elements. If the arrangement includes a
customer-negotiated refund or return right relative to the delivered item, and the delivery and performance of the
undelivered item is considered probable and substantially in the Company�s control, the delivered element constitutes a
separate unit of accounting. In circumstances when the aforementioned criteria are not met, the deliverable is
combined with the undelivered elements, and the allocation of the arrangement consideration and revenue recognition
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is determined for the combined unit as a single unit. Allocation of the consideration is determined at arrangement
inception on the basis of each unit�s relative selling price. The new standards do not generally change the units of
accounting for the Company�s revenue transactions. The Company cannot reasonably estimate the effect of adopting
these standards on future financial periods as the impact will vary depending on the nature and volume of new or
materially modified deals in any given period.
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Juniper Networks, Inc.
Notes to Condensed Consolidated Financial Statements (Continued)

For transactions entered into prior to January 1, 2010, revenue for arrangements with multiple elements, such as sales
of products that include services, is allocated to each element using the residual method based on the VSOE of fair
value of the undelivered items pursuant to ASC Topic 985-605, Software � Revenue Recognition. Under the residual
method, the amount of revenue allocated to delivered elements equals the total arrangement consideration less the
aggregate fair value of any undelivered elements. If VSOE of one or more undelivered items does not exist, revenue
from the entire arrangement is deferred and recognized at the earlier of: (i) delivery of those elements or (ii) when fair
value can be established unless maintenance is the only undelivered element, in which case, the entire arrangement fee
is recognized ratably over the contractual support period.
The Company accounts for multiple agreements with a single customer as one arrangement if the contractual terms
and/or substance of those agreements indicate that they may be so closely related that they are, in effect, parts of a
single arrangement. The Company�s ability to recognize revenue in the future may be affected if actual selling prices
are significantly less than fair value. In addition, the Company�s ability to recognize revenue in the future could be
impacted by conditions imposed by its customers.
For sales to direct end-users, value-added resellers, and original equipment manufacturer (�OEM�) partners, the
Company recognizes product revenue upon transfer of title and risk of loss, which is generally upon shipment. It is the
Company�s practice to identify an end-user prior to shipment to a value-added reseller. For the Company�s end-users
and value-added resellers, there are no significant obligations for future performance such as rights of return or pricing
credits. The Company�s agreements with its OEM partners may allow future rights of return. A portion of the
Company�s sales is made through distributors under agreements allowing for pricing credits or rights of return. Product
revenue on sales made through these distributors is recognized upon sell-through, as reported by the distributors to the
Company. Deferred revenue on shipments to distributors reflects the effects of distributor pricing credits and the
amount of gross margin expected to be realized upon sell-through. Deferred revenue is recorded net of the related
product costs of revenue.
The Company records reductions to revenue for estimated product returns and pricing adjustments, such as rebates
and price protection, in the same period that the related revenue is recorded. The amount of these reductions is based
on historical sales returns and price protection credits, specific criteria outlined in rebate agreements, and other factors
known at the time. Should actual product returns or pricing adjustments differ from estimates, additional adjustments
to revenue may be required. In addition, the Company reports revenue net of sales taxes.
Service revenues include revenue from maintenance, training, and professional services. Maintenance is offered under
renewable contracts. Revenue from maintenance service contracts is deferred and recognized ratably over the
contractual support period, which is generally one to three years. Revenue from training and professional services is
recognized as services are completed or ratably over the contractual period, which is generally one year or less.
The Company sells certain interests in accounts receivable on a non-recourse basis as part of customer financing
arrangements primarily with one major financing company. Cash received under this arrangement in advance of
revenue recognition is recorded as short-term debt.
Recent Accounting Pronouncements
In July 2010, the FASB issued ASU No. 2010-20, Topic 310 � Disclosure about the Credit Quality of Financing
Receivables and the Allowance for Credit Losses (�ASU 2010-20�), which improves the disclosures that an entity
provides about the credit quality of its financing receivables and the related allowance for credit losses. This guidance
is effective for interim and annual reporting periods ending on or after December 15, 2010. ASU 2010-20 relates to
disclosure requirements only and as such does not impact the Company�s consolidated results of operations or financial
condition.
In May 2010, the FASB issued ASU No. 2010-19, Topic 830 � Foreign Currency Issues: Multiple Foreign Currency
Exchange Rates-An announcement made by the staff of the U.S. Securities and Exchange Commission (�ASU
2010-19�), which incorporates the SEC Staff Announcement made at the March 18, 2010 meeting of the FASB
Emerging Issues Task Force (�EITF�). The Staff Announcement provided the SEC staff�s view on certain foreign
currency issues related to investments in Venezuela. This guidance is effective as of the announcement date,

Edgar Filing: JUNIPER NETWORKS INC - Form 10-Q

Table of Contents 15



March 18, 2010. The Company�s adoption of ASU 2010-19 did not have an impact on the Company�s consolidated
results of operations or financial condition.
In April 2010, the FASB issued ASU No. 2010-17, Topic 605 � Revenue Recognition � Milestone Method (�ASU
2010-17�), which provides guidance on defining a milestone and determining when it may be appropriate to apply the
milestone method of revenue recognition for research or development transactions. The amendments in ASU 2010-17
are effective on a prospective basis for milestones achieved in fiscal years beginning on or after June 15, 2010, and
interim periods within those years. Early
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Juniper Networks, Inc.
Notes to Condensed Consolidated Financial Statements (Continued)

adoption is permitted; however, if a Company elects to early adopt, the amendment must be applied retrospectively
from the beginning of the year of adoption. The Company�s adoption of ASU 2010-17 is not expected to have an
impact on its consolidated results of operations or financial condition.
In April 2010, the FASB issued ASU No. 2010-13, Topic 718 � Effect of Denominating the Exercise Price of a
Share-Based Payment Award in the Currency of the Market in Which the Underlying Equity Security Trades (�ASU
2010-13�), which provides guidance on the classification of a share-based payment award as either equity or a liability.
A share-based payment award that contains a condition that is not a market, performance, or service condition is
required to be classified as a liability. The amendments in ASU 2010-13 are effective for fiscal years, and interim
periods within those years beginning on or after December 15, 2010. The Company�s adoption of ASU 2010-13 is not
expected to have an impact on the Company�s consolidated results of operations or financial condition.
In January 2010, the FASB issued ASU No. 2010-06, Topic 820 � Improving Disclosures about Fair Value
Measurements (�ASU 2010-06�), which provides additional fair value measurement disclosures and clarifies certain
existing disclosure requirements. Except for the requirement to disclose purchases, sales, issuances, and settlements of
Level 3 measurements on a gross basis, the disclosure and clarification requirements are effective for interim and
annual reporting periods beginning after December 15, 2009. The requirement to separately disclose purchases, sales,
issuances, and settlements of recurring Level 3 measurements on a gross basis is effective for fiscal years beginning
after December 15, 2010, and for interim periods within those fiscal years. ASU 2010-06 relates to disclosure
requirements only and as such does not impact the Company�s consolidated results of operations or financial condition.
Note 3. Business Combination
In the nine months ended September 30, 2010, the Company completed the acquisitions of Ankeena Networks, Inc.,
(�Ankeena�) and SMobile Systems, Inc. (�SMobile�).
Ankeena Acquisition
On April 19, 2010, the Company acquired 100% of the equity securities of Ankeena, a privately-held provider of new
media infrastructure technology. The acquisition of Ankeena will provide the Company with strong video delivery
capabilities, as Ankeena�s products optimize web-based video delivery, provide key components of a content delivery
network architecture/solution, improve consumers� online video experience, and reduce service provider and carrier
service provider infrastructure costs for providing web-based video.
In connection with the acquisition of Ankeena, the Company assumed net assets of $3.6 million, including cash and
cash equivalents of $2.3 million, and recognized goodwill of $53.1 million, which was assigned to the Company�s
Infrastructure segment. The goodwill recognized is attributable primarily to expected synergies, the assembled
workforce of Ankeena, and the economies of scale expected from combining the operations of Ankeena and the
Company. None of the goodwill is expected to be deductible for income tax purposes.
Prior to the acquisition, the Company had a $2.0 million, or a 7.7% ownership interest in Ankeena, and accounted for
it as a privately-held equity investment. As of the acquisition-date, the fair value of the equity interest in Ankeena was
$5.2 million based on a noncontrolling interest fair value and was included in the purchase price. The Company
recognized a $3.2 million gain, which was reported within gain (loss) on equity investments in its condensed
consolidated statement of operations.
SMobile Acquisition
On July 30, 2010, the Company acquired 100% of the equity securities of SMobile, a privately-held software
company focused solely on smartphone and tablet security solutions for the enterprise, service provider, and consumer
markets. The acquisition of SMobile will allow the Company to extend its security focus through integration of
SMobile�s product portfolio with Junos® Pulse.
In connection with the acquisition of SMobile, the Company assumed net liabilities of $5.0 million, including cash
and cash equivalents of $0.4 million, and recognized goodwill of $47.9 million, which was assigned to the Company�s
Service Layer Technology (�SLT�) segment. The goodwill recognized is attributable primarily to expected synergies,
the assembled workforce of SMobile, and the economies of scale expected from combining the operations of SMobile
and the Company. None of the goodwill is expected to be deductible for income tax purposes.
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Juniper Networks, Inc.
Notes to Condensed Consolidated Financial Statements (Continued)

The Company�s consolidated financial statements include the operating results of both businesses from the date of each
acquisition. Pro forma results of operations for these acquisitions have not been presented because the financial impact
to the Company�s consolidated results of operations, both individually and in aggregate, is not material.
Total purchase consideration for these acquisitions is summarized as follows (in millions):

Ankeena SMobile Total
Cash $ 66.5 $ 69.5 $ 136.0
Assumed stock option and RSU awards allocated to purchase price (1) 2.4 � 2.4

Total $ 68.9 $ 69.5 $ 138.4

(1) The fair value of
the stock option
and RSU
awards assumed
was based on
the acquired
company�s
determined
value on the
acquisition date.

Allocation of the purchase consideration for acquisitions completed during the nine months ended September 30,
2010, is summarized as follows (in millions):

Ankeena SMobile Total
Net assets (liabilities) assumed $ 3.6 $ (5.0) $ (1.4)
Intangible assets acquired 12.2 26.6 38.8
Goodwill 53.1 47.9 101.0

Total $ 68.9 $ 69.5 $ 138.4

The Company recognized $1.5 million and $2.1 million of acquisition-related costs in the three and nine months
ended September 30, 2010, respectively, as a result of both acquisitions. These costs were expensed in the period
incurred and reported in the Company�s condensed consolidated statement of operations as acquisition-related and
other charges.
The following table presents details of the intangible assets acquired through the business combinations completed
during the nine months ended September 30, 2010 (in millions, except years):

Ankeena SMobile
Estimated
Useful

Estimated
Useful

Life
(In

Years) Amount

Life
(In

Years) Amount
Total

Amount
Existing technology 4.0 $ 5.2 5.0 $ 24.3 $ 29.5
In-process research and development 4.0 3.8 � � 3.8
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Core technology 4.0 3.2 � � 3.2
Customer contracts and related
relationships � � 6.0 2.1 2.1
Support agreements and related
relationships � � 6.0 0.1 0.1
Non-compete agreements � � 2.0 0.1 0.1

Total 4.0 $ 12.2 5.0 $ 26.6 $ 38.8

Note 4. Net Income per Share
Basic net income per share is computed by dividing net income available to common stockholders by the
weighted-average number of common shares outstanding for that period. Diluted net income per share is computed
giving effect to all dilutive potential shares that were outstanding during the period. Dilutive potential common shares
consist of common shares issuable upon exercise of stock options, vesting of restricted stock units (�RSUs�), and
vesting of performance share awards (�PSAs�).

10
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The following table presents the calculation of basic and diluted net income per share attributable to Juniper Networks
common stockholders (in millions, except per share amounts):

Three Months Ended Nine Months Ended
September 30, September 30,

2010 2009 2010 2009
Numerator:
Net income attributable to Juniper Networks $ 134.5 $ 83.8 $ 428.2 $ 94.1

Denominator:
Weighted-average shares used to compute basic net income
per share 520.6 523.9 522.1 523.8
Effect of dilutive securities:
Employee stock awards 14.3 14.2 15.1 8.9

Weighted-average shares used to compute diluted net
income per share 534.9 538.1 537.2 532.7

Net income per share attributable to Juniper Networks
common stockholders:
Basic $ 0.26 $ 0.16 $ 0.82 $ 0.18

Diluted $ 0.25 $ 0.16 $ 0.80 $ 0.18

The Company excludes outstanding stock options with exercise prices that are greater than the average market price
from the calculation of diluted net income per share because their effect would be anti-dilutive. The Company
includes the common shares underlying PSAs in the calculation of diluted net income per share when they become
contingently issuable and excludes such shares when they are not contingently issuable. Employee stock option
awards and PSAs covering approximately 16.8 million and 16.4 million shares of the Company�s common stock were
outstanding but were not included in the computation of diluted earnings per share for the three and nine months
ended September 30, 2010, respectively, because their effect would have been anti-dilutive. Employee stock awards
covering approximately 24.4 million and 48.4 million shares of the Company�s common stock in the three and nine
months ended September 30, 2009, respectively, were outstanding, but were not included in the computation of
diluted earnings per share because their effect would have been anti-dilutive.

11
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Note 5. Cash, Cash Equivalents, and Investments
Cash and Cash Equivalents
The following table summarizes the Company�s cash and cash equivalents (in millions):

As of
September
30, 2010

December 31,
2009

Cash and cash equivalents:
Cash:
Demand deposits $ 430.0 $ 427.2
Time deposits 276.3 127.9

Total cash 706.3 555.1
Cash equivalents:
U.S. government securities 7.0 �
Certificate of deposit 5.0 �
Commercial paper 10.0 17.0
Money market funds 732.6 1,032.6

Total cash equivalents 754.6 1,049.6

Total cash and cash equivalents $ 1,460.9 $ 1,604.7

Investments in Available-for-Sale and Trading Securities
The following tables summarize the Company�s unrealized gains and losses, and fair value of investments designated
as trading or available-for-sale, as of September 30, 2010, and December 31, 2009 (in millions):

Gross
Unrealized

Amortized
Cost Gains

Gross
Unrealized
Losses

Estimated Fair
Value

As of September 30, 2010:
Fixed income securities:
U.S. government securities $ 288.4 $ 0.3 $ � $ 288.7
Government-sponsored enterprise
obligations 246.8 0.7 � 247.5
Foreign government debt securities 52.1 0.4 � 52.5
Certificate of deposit 18.6 � � 18.6
Commercial paper 16.5 � � 16.5
Asset-backed securities 74.1 0.1 (0.1) 74.1
Corporate debt securities 522.5 3.5 (0.1) 525.9

Total fixed income securities 1,219.0 5.0 (0.2) 1,223.8
Publicly-traded equity securities 11.3 2.5 � 13.8

Total $ 1,230.3 $ 7.5 $ (0.2) $ 1,237.6
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Reported as:
Short-term investments $ 634.9 $ 3.7 $ (0.1) $ 638.5
Long-term investments 595.4 3.8 (0.1) 599.1

Total $ 1,230.3 $ 7.5 $ (0.2) $ 1,237.6
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Gross
Unrealized

Amortized
Cost Gains

Gross
Unrealized
Losses

Estimated Fair
Value

As of December 31, 2009:
Fixed income securities:
U.S. government securities $ 245.0 $ 0.1 $ � $ 245.1
Government-sponsored enterprise
obligations 212.0 0.6 (0.3) 212.3
Foreign government debt securities 96.4 0.3 (0.1) 96.6
Corporate debt securities 488.2 2.0 (0.3) 489.9

Total fixed income securities 1,041.6 3.0 (0.7) 1,043.9
Publicly-traded equity securities 10.1 � � 10.1

Total $ 1,051.7 $ 3.0 $ (0.7) $ 1,054.0

Reported as:
Short-term investments $ 569.5 $ 1.0 $ � $ 570.5
Long-term investments 482.2 2.0 (0.7) 483.5

Total $ 1,051.7 $ 3.0 $ (0.7) $ 1,054.0

The following table presents the Company�s maturities of its available-for-sale investments and publicly-traded
securities as of September 30, 2010 (in millions):

Gross
Unrealized

Amortized
Cost Gains

Gross
Unrealized
Losses

Estimated Fair
Value

Fixed income securities:
Due within one year $ 623.6 $ 1.2 $ (0.1) $ 624.7
Due between one and five years 595.4 3.8 (0.1) 599.1

Total fixed income securities 1,219.0 5.0 (0.2) 1,223.8
Publicly-traded equity securities 11.3 2.5 � 13.8

Total $ 1,230.3 $ 7.5 $ (0.2) $ 1,237.6

The following table presents the Company�s trading and available-for sale investments that are in a continuous
unrealized loss position as of September 30, 2010 (in millions):

Less than 12 Months 12 Months or Greater Total
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Fair
Value

Unrealized
Loss

Fair
Value

Unrealized
Loss

Fair
Value

Unrealized
Loss

Corporate debt securities $ 101.6 $ (0.1) $ 19.5 $ � $ 121.1 $ (0.1)
U.S. government securities 6.0 � � � 6.0 �
Government-sponsored
enterprise obligations 17.2 � 5.0 � 22.2 �
Foreign government debt
securities 1.2 � 5.0 � 6.2 �
Asset-backed securities 46.2 (0.1) � � 46.2 (0.1)

Total $ 172.2 $ (0.2) $ 29.5 $ � $ 201.7 $ (0.2)

The Company had 46 and 52 investments in unrealized loss positions as of September 30, 2010, and December 31,
2009, respectively. The gross unrealized losses related to these investments were primarily due to changes in interest
rates. The contractual terms of fixed income securities do not permit the issuer to settle the securities at a price less
than the amortized cost of the investments. For the fixed income securities and publicly-traded equity securities that
have unrealized losses, the Company has determined that (i) it does not have the intent to sell any of these investments
and (ii) it is not more likely than not that it will be required to sell any of these investments before recovery of the
entire amortized cost basis. The Company did not consider these investments to be other-than-temporarily impaired as
of September 30, 2010, and December 31, 2009, respectively. The Company reviews its investments to identify and
evaluate investments that have an indication of possible impairment. The Company aggregates its investments by
category and length of time the securities have been in a continuous unrealized loss position to facilitate its evaluation.
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Privately-Held and Other Equity Investments
The Company�s minority equity investments in privately-held and other companies are carried at cost, as the Company
does not have a controlling interest or the ability to exercise significant influence over these companies. The Company
adjusts its privately-held and other equity investments for any impairment if the fair value exceeds the carrying value
of the respective assets.
As of September 30, 2010, and December 31, 2009, the carrying values of the Company�s privately-held and other
equity investments of $22.5 million and $13.9 million, respectively, were included in other long-term assets in the
condensed consolidated balance sheets. During the three and nine months ended September 30, 2010, the Company
invested $4.6 million and $9.8 million, respectively, in privately-held and other equity investments. In the nine months
ended September 30, 2010, the Company recognized a gain of $3.2 million from its minority equity investment in
Ankeena upon the acquisition of Ankeena.
During the three and nine months ended September 30, 2009, the Company recognized a loss of nil and $3.3 million,
respectively, due to the impairment of its minority equity investments in privately-held companies, that the Company
judged to be other than temporary. The company invested $6.3 million in privately-held companies during the nine
months ended September 30, 2009. Additionally, during the nine months ended September 30, 2009, the Company
had a minority equity investment in a privately-held company that was acquired by a publicly-traded company for
which the Company received a cash payment of $1.0 million and common stock of the acquiring company of $1.0
million, which is classified as an available-for-sale investment. The Company had no minority equity investments in
publicly-held companies during the three and nine months ended September 30, 2009.
Restricted Cash
Restricted cash consists of cash and investments held for escrow accounts required by certain acquisitions completed
in 2005 and 2010, the India Gratuity Trust and the Israel Retirement Trust which cover statutory severance obligations
in the event of termination of the Company�s India and Israel employees, respectively, and the Directors and Officers
(�D&O�) indemnification trust. During the three and nine months ended September 30, 2010, the Company increased its
restricted cash by $69.6 million and $150.1 million, respectively, primarily for the escrow accounts required by the
acquisition of Ankeena and SMobile that were completed in the second and third quarter of 2010, respectively, and to
a lesser extent for the Israel Retirement Trust established in the first quarter of 2010. During the three and nine months
ended September 30, 2010, the Company distributed approximately $64.1 million and $124.9 million, respectively,
from its restricted accounts, mainly resulting from the Ankeena and SMobile acquisitions. In connection with the
Ankeena acquisition, the Company agreed to pay from escrow a total amount of $10.7 million, representing the cash
value of unvested restricted shares in Ankeena as of April 8, 2010, to certain former Ankeena employees. As of
September 30, 2010, the Company expects to release $8.1 million from escrow as these restricted shares vest over the
next two years.
The following table summarizes the Company�s cash and investments that are classified as restricted cash in the
condensed consolidated balance sheets (in millions):

As of
September

30,
December

31,
2010 2009

Restricted cash:
Demand deposits $ 25.8 $ 3.8

Total restricted cash 25.8 3.8
Restricted investments:
U.S. government securities 0.6 19.8
Corporate debt securities 2.7 �
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Money market funds 50.0 30.1

Total restricted investments 53.3 49.9

Total restricted cash and investments $ 79.1 $ 53.7
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As of September 30, 2010, and December 31, 2009, the unrealized gains and losses related to restricted investments
were immaterial.
Note 6. Fair Value Measurements
The Company determines the fair values of its financial instruments based on a fair value hierarchy, which requires an
entity to maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair
value. Fair value is defined as the price that would be received upon sale of an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The fair value assumes that the transaction
to sell the asset or transfer the liability occurs in the principal or most advantageous market for the asset or liability
and establishes that the fair value of an asset or liability shall be determined based on the assumptions that market
participants would use in pricing the asset or liability. The classification of a financial asset or liability within the
hierarchy is based upon the lowest level input that is significant to the fair value measurement. The fair value
hierarchy prioritizes the inputs into three levels that may be used to measure fair value:
Level 1 � Inputs are unadjusted quoted prices in active markets for identical assets or liabilities.
Level 2 � Inputs are quoted prices for similar assets and liabilities in active markets or inputs that are observable for the
asset or liability, either directly or indirectly through market corroboration, for substantially the full term of the
financial instrument. These inputs are valued using market based approaches.
Level 3 � Inputs are unobservable inputs based on the Company�s assumptions. These inputs, if any, are valued using
internal financial models.
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Assets and Liabilities Measured at Fair Value on a Recurring Basis
The following tables provide a summary of assets measured at fair value on a recurring basis and their presentation on
the Company�s condensed consolidated balance sheets (in millions):

Fair Value Measurements at September 30, 2010
Using

Quoted
Prices in

Significant
Other

Significant
Other

Active
Markets
For Observable Unobservable

Identical
Assets

Remaining
Inputs

Remaining
Inputs

(Level 1) (Level 2) (Level 3) Total
Trading securities:
Mutual funds $ 7.2 $ � $ � $ 7.2

Total trading securities 7.2 � � 7.2

Available-for-sale debt securities:
U.S. government securities (1) $ 111.1 $ 185.2 $ � $ 296.3
Government-sponsored enterprise obligations 226.7 20.8 � 247.5
Foreign government debt securities 21.2 31.3 � 52.5
Commercial paper � 26.5 � 26.5
Corporate debt securities (2) 2.7 525.9 � 528.6
Certificate of deposit � 23.6 � 23.6
Asset-backed securities � 74.1 � 74.1
Money market funds (3) 782.6 � � 782.6

Total available-for-sale debt securities 1,144.3 887.4 � 2,031.7

Available-for-sale equity securities:
Technology securities 6.6 � � 6.6

Total available-for-sale equity securities 6.6 � � 6.6

Total available-for-sale securities 1,150.9 887.4 � 2,038.3

Derivative assets:
Foreign exchange contracts � 1.7 � 1.7

Total derivative assets � 1.7 � 1.7

Total assets measured at fair value $ 1,158.1 $ 889.1 $ � $ 2,047.2
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(1) Balance
includes
$0.6 million of
restricted
investments
measured at fair
market value,
related to an
acquisition
completed in
2005. For
additional
information
regarding the
Company�s
restricted
investments, see
Note 5, Cash,
Cash
Equivalents,
and
Investments,
under the
heading
�Restricted Cash.�
Restricted
investments are
included in the
restricted cash
balance in the
condensed
consolidated
balance sheet.

(2) Balance
includes
$2.7 million of
restricted
investments
measured at fair
market value,
related to the
Company�s India
Gratuity Trust.

(3) Balance
includes
$50.0 million of
restricted
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investments
measured at fair
market value,
related to the
Company�s
D&O trust.
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Fair Value Measurements at September 30, 2010
Using

Quoted
Prices in

Significant
Other

Significant
Other

Active
Markets
For Observable Unobservable

Identical
Assets

Remaining
Inputs

Remaining
Inputs

(Level 1) (Level 2) (Level 3) Total
Reported as:
Cash equivalents $ 732.6 $ 22.0 $ � $ 754.6
Short-term investments 198.6 439.9 � 638.5
Long-term investments 174.2 424.9 � 599.1
Restricted cash 52.7 0.6 � 53.3
Prepaid expenses and other current assets � 1.7 � 1.7

Total assets measured at fair value $ 1,158.1 $ 889.1 $ � $ 2,047.2

Fair Value Measurements at December 31, 2009
Using

Quoted
Prices in

Significant
Other

Significant
Other

Active
Markets
For Observable Unobservable

Identical
Assets

Remaining
Inputs

Remaining
Inputs

(Level 1) (Level 2) (Level 3) Total
Reported as:
Cash equivalents $ 1,032.6 $ 17.0 $ � $ 1,049.6
Short-term investments 101.3 469.2 � 570.5
Long-term investments 181.2 302.3 � 483.5
Restricted cash 49.9 � � 49.9

Total assets measured at fair value $ 1,365.0 $ 788.5 $ � $ 2,153.5

As of September 30, 2010 and December 31, 2009, the Company had nil and $1.5 million, respectively, of derivative
liabilities measured at fair value on a recurring basis. The Company recorded the derivative liabilities, which related to
its foreign exchange contracts, within other accrued liabilities in its condensed consolidated balance sheets. These
liabilities were measured using significant other observable remaining inputs (Level 2) pursuant to the fair value
hierarchy.
The Company�s policy is to recognize asset or liability transfers among Level 1, Level 2, and Level 3 as of the actual
date of the events or change in circumstances that caused the transfer. During the three and nine months ended
September 30, 2010, the Company had no transfers between levels of the fair value hierarchy of its assets or liabilities
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measured at fair value.
Assets Measured at Fair Value on a Nonrecurring Basis
The following table presents the Company�s assets that are measured at fair value on a nonrecurring basis at least
annually or on a quarterly basis if impairment is indicated (in millions):

Fair Value Measurements Using
Quoted
Prices
in

Significant
Other

Significant
Other

Carrying
Value as

Active
Markets
For Observable Unobservable

Total Loss
for the

Total Loss
for the

of
September

30,
Identical
Assets

Remaining
Inputs

Remaining
Inputs

Three
Months
Ended

Nine
Months
Ended

2010
(Level
1) (Level 2) (Level 3)

September
30, 2010

September
30, 2010

Privately-held equity
investments $ 0.7 $ � $ � $ 0.7 $ � $ �

Total $ 0.7 $ � $ � $ 0.7 $ � $ �
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Fair Value Measurements Using
Quoted
Prices
in

Significant
Other

Significant
Other

Carrying
Value as

Active
Markets
For Observable Unobservable

Total Loss
for the

Total Loss for
the Nine

of
September

30,
Identical
Assets

Remaining
Inputs

Remaining
Inputs

Three
Months
Ended

Months Ended
September

2009
(Level
1) (Level 2) (Level 3)

September
30, 2009 30, 2009

Privately-held equity
investments $ 1.7 $ � $ � $ 1.7 $ � $ (3.3)

In addition, as of January 31, 2012, we had $35.0 million in aggregate outstanding face amount of letters of credit issued under various letter of
credit facilities and agreements, which were collateralized by $35.7 million of cash. Our fees for these letters of credit for the 12 months ended
January 31, 2012, which are based on both the used and unused portion of the facilities and agreements, were $0.7 million. We also had
substantial contractual commitments and contingent obligations, including approximately $297.9 million of performance bonds as of January 31,
2012. See �Management�s Discussion and Analysis of Financial Condition and Results of Operations�Contractual Obligations� in the documents
incorporated by reference herein.

Our significant amount of debt could have important consequences. For example, it could:

� Limit our ability to obtain future financing for working capital, capital expenditures, acquisitions, debt service requirements, or other
requirements;

� Require us to dedicate a substantial portion of our cash flow from operations to the payment of our debt and reduce our ability to use
our cash flow for other purposes;

� Limit our flexibility in planning for, or reacting to, changes in our business;

� Place us at a competitive disadvantage because we have more debt than some of our competitors; and

� Make us more vulnerable to downturns in our business and general economic conditions.
Our ability to meet our debt service and other obligations will depend upon our future performance. We are engaged in businesses that are
substantially affected by changes in economic cycles. Our revenues and earnings vary with the level of general economic activity in the markets
we serve. Our businesses are also affected by customer sentiment and financial, political, business, and other factors, many of which are beyond
our control. The factors that affect our ability to generate cash can also affect our ability to raise additional funds for these purposes through the
sale of equity securities, the refinancing of debt, or the sale of assets. Changes in prevailing interest rates may affect our ability to meet our debt
service obligations to the extent we have any floating rate indebtedness. A higher interest rate on our debt service obligations could result in
lower earnings or increased losses.
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Our sources of liquidity are limited and may not be sufficient to meet our needs.

In connection with the issuance of our 10 5/8% Senior Secured Notes due 2016 in the fourth quarter of fiscal 2009, we terminated our revolving
credit facility and refinanced the borrowing capacity thereunder. Because we
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no longer have a revolving credit facility, we are dependent on our current cash balance and future cash flows from operations (which may not
be positive) to enable us to service our indebtedness, to cover our operating expenses, and/or to fund our other liquidity needs. We used $207.4
million in operating activities in the fiscal year ended October 31, 2011 and $43.1 million in operating activities in the three months ended
January 31, 2012, and expect to continue to generate negative cash flow, after taking into account land purchases. If the homebuilding industry
does not experience improved conditions over the next several years, our cash flows could be insufficient to fund our obligations and support
land purchases; if we cannot buy additional land we would ultimately be unable to generate future revenues from the sale of houses. In addition,
we may need to further refinance all or a portion of our debt on or before maturity, which we may not be able to do on favorable terms or at all.
If our cash flows and capital resources are insufficient to fund our debt service obligations or we are unable to refinance our indebtedness, we
may be forced to reduce or delay investments and capital expenditures, or to sell assets, seek additional capital, or restructure our indebtedness.
These alternative measures may not be successful and may not permit us to meet our debt service obligations. We have also entered into certain
cash collateralized letter of credit agreements and facilities that require us to maintain specified amounts of cash in segregated accounts as
collateral to support our letters of credit issued thereunder, which will affect the amount of cash we have available for other uses. If our available
cash and capital resources are insufficient to meet our debt service and other obligations, we could face substantial liquidity problems and might
be required to dispose of material assets or operations to meet our debt service and other obligations. We may not be able to consummate those
dispositions or the proceeds from the dispositions may not be adequate to meet any debt service obligations then due. For additional information
about capital resources and liquidity, see �Management�s Discussion and Analysis of Financial Condition and Results of Operations�Capital
Resources and Liquidity� in the documents incorporated by reference herein.

Restrictive covenants in our debt instruments may restrict our and certain of our subsidiaries� ability to operate and if our financial
performance worsens, we may not be able to undertake transactions within the restrictions of our debt instruments.

The indentures governing our outstanding debt securities impose certain restrictions on our and certain of our subsidiaries� operations and
activities. The most significant restrictions relate to debt incurrence, creating liens, sales of assets, cash distributions, including paying dividends
on common and preferred stock, capital stock and debt repurchases, and investments by us and certain of our subsidiaries. Because of these
restrictions, we are currently prohibited from paying dividends on our common and preferred stock and anticipate that we will remain prohibited
for the foreseeable future.

The restrictions in our debt instruments could prohibit or restrict our and certain of our subsidiaries� activities such as undertaking capital raising
or restructuring activities or entering into other transactions. In such a situation, we may be unable to amend the instrument or obtain a waiver.
In addition, if we fail to make timely payments on this debt and other material indebtedness, our debt under these debt instruments could become
due and payable prior to maturity. In such a situation, there can be no assurance that we would be able to obtain alternative financing. Either
situation could have a material adverse effect on the solvency of the Company.

The terms of our debt instruments allow us to incur additional indebtedness.

Under the terms of our indebtedness under our indentures, we have the ability, subject to our debt covenants, to incur additional amounts of debt.
The incurrence of additional indebtedness could magnify the risks described above. In addition, certain obligations such as standby letters of
credit and performance bonds issued in the ordinary course of business, including those issued under our stand-alone letter of credit agreements
and facilities, are not considered indebtedness under our indentures (and may be secured), and therefore, are not subject to limits in our debt
covenants.

We could be adversely affected by a negative change in our credit rating.

Our ability to access capital on favorable terms is a key factor in our ability to service our indebtedness to cover our operating expenses, and to
fund our other liquidity needs. During fiscal 2011 and thereafter, credit
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agencies took a series of negative actions, including downgrades, with respect to their credit ratings of us and our debt. See �Management�s
Discussion and Analysis of Financial Condition and Results of Operation�Liquidity and Capital Resources� in the documents incorporated by
reference herein. Downgrades may make it more difficult and costly for us to access capital. Therefore, any further downgrade by any of the
principal credit agencies may exacerbate these difficulties. There can be no assurances that our credit ratings will not be further downgraded in
the future, whether as a result of deteriorating general economic conditions, a more protracted downturn in the housing industry, failure to
successfully implement our operating strategy, the adverse impact on our results of operations or liquidity position of any of the above, or
otherwise.

Our business is seasonal in nature and our quarterly operating results can fluctuate.

Our quarterly operating results generally fluctuate by season. The construction of a customer�s home typically begins after signing the agreement
of sale and can take 12 months or more to complete. Weather-related problems, typically in the fall, late winter and early spring, can delay starts
or closings and increase costs and thus reduce profitability. In addition, delays in opening communities could have an adverse effect on our sales
and revenues. Due to these factors, our quarterly operating results will likely continue to fluctuate.

Our success depends on the availability of suitable undeveloped land and improved lots at acceptable prices and our having sufficient
liquidity to fund such investments.

Our success in developing land and in building and selling homes depends in part upon the continued availability of suitable undeveloped land
and improved lots at acceptable prices. The availability of undeveloped land and improved lots for purchase at favorable prices depends on a
number of factors outside of our control, including the risk of competitive over-bidding on land and lots and restrictive governmental regulation.
Should suitable land opportunities become less available, the number of homes we may be able to build and sell would be reduced, which would
reduce revenue and profits. In addition, our ability to make land purchases will depend upon us having sufficient liquidity to fund such
purchases. We may be at a disadvantage in competing for land due to our significant debt obligations, which require substantial cash resources.

Raw material and labor shortages and price fluctuations could delay or increase the cost of home construction and adversely affect our
operating results.

The homebuilding industry has from time to time experienced raw material and labor shortages. In particular, shortages and fluctuations in the
price of lumber or in other important raw materials could result in delays in the start or completion of, or increase the cost of, developing one or
more of our residential communities. For example, manufacturers have increased the price of drywall for 2012 by approximately 35%. In
addition, we contract with subcontractors to construct our homes. Therefore, the timing and quality of our construction depends on the
availability, skill, and cost of our subcontractors. Delays or cost increases caused by shortages and price fluctuations could harm our operating
results, the impact of which may be further affected depending on our ability to raise sales prices to offset increased costs.

Changes in economic and market conditions could result in the sale of homes at a loss or holding land in inventory longer than planned, the
cost of which can be significant.

Land inventory risk can be substantial for homebuilders. We must continuously seek and make acquisitions of land for expansion into new
markets and for replacement and expansion of land inventory within our current markets. The market value of undeveloped land, buildable lots,
and housing inventories can fluctuate significantly as a result of changing economic and market conditions. In the event of significant changes in
economic or market conditions, we may have to sell homes at a loss or hold land in inventory longer than planned. In the case of land options,
we could choose not to exercise them, in which case we would write off the value of these options. Inventory carrying costs can be significant
and can result in losses in a poorly performing project or market. The assessment of communities for indication of impairment is performed
quarterly. While we
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consider available information to determine what we believe to be our best estimates as of the reporting period, these estimates are subject to
change in future reporting periods as facts and circumstances change. See �Management�s Discussion and Analysis of Financial Condition and
Results of Operation�Critical Accounting Policies� in the documents incorporated by reference herein. For example, during the three months
ended January 31, 2012 and during fiscal 2011, 2010 and 2009, we decided not to exercise many option contracts and walked away from land
option deposits and predevelopment costs, which resulted in land option write-offs of $0.2 million, $24.3 million, $13.2 million and $45.4
million, respectively. Also, in the three months ended January 31, 2012 and during fiscal 2011, 2010 and 2009, as a result of the difficult market
conditions, we recorded inventory impairment losses on owned property of $3.1 million, $77.5 million, $122.5 million and $614.1 million,
respectively. If market conditions continue to worsen, additional inventory impairment losses and land option write-offs will likely be necessary.

Home prices and sales activities in the California, Maryland, New Jersey, Texas and Virginia markets have a large impact on our results of
operations because we conduct a significant portion of our business in these markets.

We presently conduct a significant portion of our business in the California, Maryland, New Jersey, Texas and Virginia markets. Home prices
and sales activities in these markets and in most of the other markets in which we operate have declined from time to time, particularly as a
result of slow economic growth. In particular, market conditions in California, Maryland, New Jersey and Virginia have declined significantly
since the end of 2006. Furthermore, precarious economic and budget situations at the state government level may adversely affect the market for
our homes in those affected areas. If home prices and sales activity decline in one or more of the markets in which we operate, our costs may not
decline at all or at the same rate and may negatively impact our results of operations.

Because almost all of our customers require mortgage financing, increases in interest rates or the decreased availability of mortgage
financing could impair the affordability of our homes, lower demand for our products, limit our marketing effectiveness, and limit our ability
to fully realize our backlog.

Virtually all of our customers finance their acquisitions through lenders providing mortgage financing. Increases in interest rates or decreases in
availability of mortgage financing could lower demand for new homes because of the increased monthly mortgage costs to potential home
buyers. Even if potential customers do not need financing, changes in interest rates and mortgage availability could make it harder for them to
sell their existing homes to potential buyers who need financing. This could prevent or limit our ability to attract new customers as well as our
ability to fully realize our backlog because our sales contracts generally include a financing contingency. Financing contingencies permit the
customer to cancel its obligation in the event mortgage financing at prevailing interest rates, including financing arranged or provided by us, is
unobtainable within the period specified in the contract. This contingency period is typically four to eight weeks following the date of execution
of the sales contract.

Starting in 2007, many lenders have been significantly tightening their underwriting standards, and subprime and other alternative mortgage
products are no longer being made available in the marketplace. If these trends continue and mortgage loans continue to be difficult to obtain,
the ability and willingness of prospective buyers to finance home purchases or to sell their existing homes will be adversely affected, which will
adversely affect our operating results. In addition, we believe that the availability of mortgage financing, including Federal National Mortgage
Association, Federal Home Loan Mortgage Corp, and FHA/VA financing, is an important factor in marketing many of our homes. The
maximum size of mortgage loans that are treated as conforming by Fannie Mae and Freddie Mac was reduced on October 1, 2011, which could
further weaken home sales, as mortgages may become more expensive. In addition, HUD continues to tighten FHA underwriting standards. Any
limitations or restrictions on the availability of those types of financing could reduce our sales.
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Increases in the after-tax costs of owning a home could prevent potential customers from buying our homes and adversely affect our
business or financial results.

Significant expenses of owning a home, including mortgage interest expenses and real estate taxes, generally are deductible expenses for an
individual�s federal, and in some cases state, income taxes, subject to limitations under current tax law and policy. If the federal government or a
state government were to change its income tax laws to eliminate or substantially limit these income tax deductions, as has been discussed from
time to time, the after-tax cost of owning a new home would increase for many of our potential customers. The loss or reduction of these
homeowner tax deductions, if such tax law changes were enacted without any offsetting legislation, would adversely impact demand for and
sales prices of new homes, including ours. In addition, increases in property tax rates or fees on developers by local governmental authorities, as
experienced in response to reduced federal and state funding or to fund local initiatives such as funding schools or road improvements, can
adversely affect the ability of potential customers to obtain financing or their desire to purchase new homes, and can have an adverse impact on
our business and financial results.

We conduct certain of our operations through unconsolidated joint ventures with independent third parties in which we do not have a
controlling interest. These investments involve risks and are highly illiquid.

We currently operate through a number of unconsolidated homebuilding and land development joint ventures with independent third parties in
which we do not have a controlling interest. At January 31, 2012, we had invested an aggregate of $58.8 million in these joint ventures,
including advances to these joint ventures of approximately $13.6 million. In addition, as part of our strategy, we intend to continue to evaluate
additional joint venture opportunities.

These investments involve risks and are highly illiquid. There are a limited number of sources willing to provide acquisition, development, and
construction financing to land development and homebuilding joint ventures, and as market conditions become more challenging, it may be
difficult or impossible to obtain financing for our joint ventures on commercially reasonable terms. Recently, we have been unable to obtain
financing for newly created joint ventures. In addition, we lack a controlling interest in these joint ventures and, therefore, are usually unable to
require that our joint ventures sell assets or return invested capital, make additional capital contributions, or take any other action without the
vote of at least one of our venture partners. Therefore, absent partner agreement, we will be unable to liquidate our joint venture investments to
generate cash.

Homebuilders are subject to a number of federal, local, state, and foreign laws and regulations concerning the development of land, the
homebuilding, sales and customer financing processes and the protection of the environment, which can cause us to incur delays and costs
associated with compliance and which can prohibit or restrict our activity in some regions or areas.

We are subject to extensive and complex laws and regulations that affect the development of land and home building, sales and customer
financing processes, including zoning, density, building standards and mortgage financing. These laws and regulations often provide broad
discretion to the administering governmental authorities. This can delay or increase the cost of development or homebuilding. In light of recent
developments in the home building industry and the financial markets, federal, state, or local governments may seek to adopt regulations that
limit or prohibit homebuilders from providing mortgage financing to their customers. If adopted, any such regulations could adversely affect
future revenues and earnings. In addition, some state and local governments in markets where we operate have approved, and others may
approve, slow-growth or no-growth initiatives that could negatively impact the availability of land and building opportunities within those areas.
Approval of these initiatives could adversely affect our ability to build and sell homes in the affected markets and/or could require the
satisfaction of additional administrative and regulatory requirements, which could result in slowing the progress or increasing the costs of our
homebuilding operations in these markets. Any such delays or costs could have a negative effect on our future revenues and earnings.
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We also are subject to a variety of local, state, federal and foreign laws and regulations concerning protection of health and the environment. The
particular environmental laws and regulations that apply to any given community vary greatly according to the community site, the site�s
environmental conditions and the present and former uses of the site. These environmental laws and regulations may result in delays, may cause
us to incur substantial compliance, remediation and/or other costs and can prohibit or severely restrict development and homebuilding activity.

For example, the Company engaged in discussions with the U.S. Environmental Protection Agency (�EPA�) and the U.S. Department of Justice
(�DOJ�) regarding alleged violations of storm water discharge requirements. In resolution of this matter, in April 2010 we agreed to the terms of a
consent decree with the EPA, DOJ and the states of Virginia, Maryland, West Virginia and the District of Columbia (collectively, the �States�).
The consent decree was approved by the federal district court in August 2010. Under the terms of the consent decree, we have paid a fine of $1.0
million collectively to the United States and the States named above and have agreed to perform under the terms of the consent decree for a
minimum of three years, which includes implementing certain operational and training measures nationwide to facilitate ongoing compliance
with storm water regulations.

We anticipate that increasingly stringent requirements will be imposed on developers and homebuilders in the future. Although we cannot
predict the effect of these requirements, they could result in time-consuming and expensive compliance programs and in substantial
expenditures, which could cause delays and increase our cost of operations. In addition, our ability to obtain or renew permits or approvals and
the continued effectiveness of permits already granted to us or approvals already obtained by us is dependent upon many factors, some of which
are beyond our control, such as changes in policies, rules, laws and regulations, and changes in their interpretation and application.

Several other homebuilders have received inquiries from regulatory agencies regarding the potential for homebuilders using contractors to be
deemed employers of the employees of their contractors under certain circumstances. Contractors are independent of the homebuilders that
contract with them under normal management practices and the terms of trade contracts and subcontracts within the industry; however, if
regulatory agencies reclassify the employees of contractors as employees of homebuilders, homebuilders using contractors could be responsible
for wage, hour and other employment-related liabilities of their contractors.

Product liability litigation and warranty claims that arise in the ordinary course of business may be costly.

As a homebuilder, we are subject to construction defect and home warranty claims arising in the ordinary course of business. Such claims are
common in the homebuilding industry and can be costly. In addition, the amount and scope of coverage offered by insurance companies is
currently limited, and this coverage may be further restricted and become more costly. If we are not able to obtain adequate insurance against
such claims, we may experience losses that could hurt our financial results. Our financial results could also be adversely affected if we were to
experience an unusually high number of claims or unusually severe claims. We have received construction defect and home warranty claims
associated with allegedly defective drywall manufactured in China (�Chinese Drywall�) that may be responsible for noxious smells and
accelerated corrosion of certain metals in certain homes we have developed. We have remediated certain such homes and have received claims
or notices regarding 6 homes with Chinese Drywall that may require remediation. In addition, we are involved, among a number of other
defendants, in a multidistrict litigation in which 47 homes are alleged to have Chinese Drywall requiring remediation. These homes are located
in our Florida and Houston markets. Our estimated liability in this matter is reserved. If additional homes are identified to have the Chinese
Drywall issue, or our actual costs to remediate differ from our current estimated costs, we may be required to revise our construction defect and
home warranty reserves.
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Mortgage investors could seek to have us buy back loans or compensate them for losses incurred on mortgages we have sold based on claims
that we breached our limited representations or warranties.

Our Financial Services segment originates mortgages, primarily for our homebuilding customers. Substantially all of the mortgage loans
originated are sold within a short period of time in the secondary mortgage market on a servicing released, nonrecourse basis, although we
remain liable for certain limited representations, such as fraud, and warranties related to loan sales. Accordingly, mortgage investors have in the
past and could in the future seek to have us buy back loans or compensate them for losses incurred on mortgages we have sold based on claims
that we breached our limited representations or warranties. We believe there continues to be an industry-wide issue with the number of purchaser
claims in which purchasers purport to have found inaccuracies related to sellers� representations and warranties in particular loan sale
agreements. To date, we have not made significant payments to the purchasers of our loans in relation to such claims and we have established
reserves for potential losses, however there can be no assurance that we will not have significant liabilities in respect of such claims in the future,
which could exceed our reserves, or that the impact of such claims on our results of operations will not be material.

We compete on several levels with homebuilders that may have greater sales and financial resources, which could hurt future earnings.

We compete not only for home buyers but also for desirable properties, financing, raw materials, and skilled labor often within larger
subdivisions designed, planned, and developed by other homebuilders. Our competitors include other local, regional, and national homebuilders,
some of which have greater sales and financial resources.

The competitive conditions in the homebuilding industry together with current market conditions have, and could continue to, result in:

� difficulty in acquiring suitable land at acceptable prices;

� increased selling incentives;

� lower sales; or

� delays in construction.
Any of these problems could increase costs and/or lower profit margins.

We may have difficulty in obtaining the additional financing required to operate and develop our business.

Our operations require significant amounts of cash, and we may be required to seek additional capital, whether from sales of equity or borrowing
additional money, for the future growth and development of our business. The terms or availability of additional capital is uncertain. Moreover,
the indentures for our outstanding debt securities contain provisions that restrict the debt we may incur in the future and our ability to pay
dividends on equity. If we are not successful in obtaining sufficient capital, it could reduce our sales and may hinder our future growth and
results of operations. In addition, pledging substantially all of our assets to support our senior secured notes may make it more difficult to raise
additional financing in the future.

Our future growth may include additional acquisitions of companies that may not be successfully integrated and may not achieve expected
benefits.

Acquisitions of companies have contributed to our historical growth and may again be a component of our growth strategy in the future. In the
future, we may acquire businesses, some of which may be significant. As a result of acquisitions of companies, we may need to seek additional
financing and integrate product lines, dispersed operations, and distinct corporate cultures. These integration efforts may not succeed or may
distract our management from operating our existing business. Additionally, we may not be able to enhance our earnings as a result of
acquisitions. Our failure to successfully identify and manage future acquisitions could harm our operating results.
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Utility shortages and outages or rate fluctuations could have an adverse effect on our operations.

In prior years, the areas in which we operate in California have experienced power shortages, including periods without electrical power, as well
as significant fluctuations in utility costs. We may incur additional costs and may not be able to complete construction on a timely basis if such
power shortages/outages and utility rate fluctuations continue. Furthermore, power shortages and outages, such as the blackout that occurred in
2003 in the Northeast, and rate fluctuations may adversely affect the regional economies in which we operate, which may reduce demand for our
homes. Our operations may be adversely affected if further rate fluctuations and/or power shortages and outages occur in California, the
Northeast, or in our other markets.

Geopolitical risks and market disruption could adversely affect our operating results and financial condition.

Geopolitical events, such as the aftermath of the war with Iraq and the continuing involvement in Iraq and Afghanistan, may have a substantial
impact on the economy and the housing market. The terrorist attacks on the World Trade Center and the Pentagon on September 11, 2001 had an
impact on our business and the occurrence of similar events in the future cannot be ruled out. The war and the continuing involvement in Iraq
and Afghanistan, terrorism, and related geopolitical risks have created many economic and political uncertainties, some of which may have
additional material adverse effects on the U.S. economy, and our customers and, in turn, our results of operations and financial condition.

Risks Related to the Class A Common Stock

We do not expect to pay dividends to holders of our Class A Common Stock.

Certain debt instruments to which we are a party contain restrictions on the payment of cash dividends. As a result of the most restrictive of
these provisions, we are not currently able to pay any cash dividends and anticipate that we will be prohibited from doing so for the foreseeable
future. We have never paid cash dividends on our Class A Common Stock nor do we currently intend to pay cash dividends on our Class A
Common Stock. Other than the payment of dividends on our Series A Preferred Stock (if permitted by our debt instruments), our board of
directors presently intends to retain all earnings, if any, for use in our business operations.

Future sales of substantial amounts of our Class A Common Stock could affect the market price of our Class A Common Stock.

Future sales of substantial amounts of our Class A Common Stock, or securities convertible or exchangeable into shares of our Class A Common
Stock, into the public market, including shares of Class A Common Stock issued upon exercise of options or warrants or in connection with
setting the purchase contracts component of our Tangible Equity Units, conversion of Class B Common Stock upon sale, or perceptions that
those sales and/or conversions or exchanges could occur, could adversely affect the prevailing market price of our Class A Common Stock and
our ability to raise capital in the future.

Our issuance of additional Class A Common Stock or Preferred Stock may cause our Class A Common Stock price to decline, which may
negatively impact your investment.

Issuances of substantial numbers of additional shares of our Class A Common Stock or Preferred Stock, including in connection with future
acquisitions, if any, or the perception that such issuances could occur, may cause prevailing market prices for our Class A Common Stock to
decline, which may negatively impact your investment. In addition, our board of directors is authorized to issue additional series of shares of
Preferred Stock without any action on the part of our stockholders. Our board of directors also has the power, without stockholder approval, to
set the terms of any such series of shares of Preferred Stock that may be issued, including voting rights, conversion rights, dividend rights,
preferences over our Class A Common Stock or our Series A Preferred Stock with respect to dividends or if we liquidate, dissolve or wind up
our business and other terms. If we issue
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cumulative Preferred Stock in the future that has preference over our Class A Common Stock with respect to the payment of dividends or upon
our liquidation, dissolution or winding up, or if we issue Preferred Stock with voting rights that dilute the voting power of our Class A Common
Stock, the market price of our Class A Common Stock could decrease.

Our stock price has been and could remain volatile.

The market price for our Class A Common Stock has been and may continue to be volatile. As the price of our Class A Common Stock on the
New York Stock Exchange constantly changes, it is impossible to predict whether the price of our Class A Common Stock will rise or fall.
Trading prices of our Class A Common Stock will be influenced by our financial conditions, operating results and prospects and by economic,
financial and other factors, such as prevailing interest rates, interest rate volatility and changes in our industry and competitors. In addition,
general market conditions, including the level of, and fluctuations in, the trading prices of stocks generally, and sales of substantial amounts of
Class A Common Stock by us in the market, or the perception that such sales could occur, could affect the price of shares of our Class A
Common Stock.

Our controlling stockholders are able to exercise significant influence over us.

Members of the Hovnanian family, including Ara K. Hovnanian, our chairman of the board, president and chief executive officer, have voting
control, through personal holdings, the limited partnership established for members of Mr. Hovnanian�s family and family trusts, of Class A and
Class B Common Stock that enables them to cast approximately 64.5% of the votes that may be cast by the holders of our outstanding Class A
and Class B Common Stock combined. Their combined stock ownership enables them to exert significant control over us, including power to
control the election of the board of directors and to approve matters presented to our stockholders. This concentration of ownership may also
make some transactions, including mergers or other changes in control, more difficult or impossible without their support. Also, because of their
combined voting power, circumstances may occur in which their interests could be in conflict with the interests of other stakeholders.

Our net operating loss carryforwards could be substantially limited if we experience an ownership change as defined in the Internal Revenue
Code. As a Class A Common stockholder you will be subject to both our Rights Plan and the transfer restrictions of our amended Certificate
of Incorporation.

Based on recent impairments and our current financial performance, we generated a federal net operating loss carryforward of $1.3 billion
through the year ended October 31, 2011, and we may generate net operating loss carryforwards in future years.

Section 382 of the Internal Revenue Code of 1986, as amended (the �Code�), contains rules that limit the ability of a company that undergoes an
ownership change, which is generally any change in ownership of more than 50% of its stock over a rolling three-year period, to utilize its net
operating loss carryforwards and certain built-in losses recognized in years after the ownership change. These rules generally operate by
focusing on ownership shifts among stockholders owning directly or indirectly 5% or more of the stock of a company and any change in
ownership arising from a new issuance of stock by the company.

If we undergo an ownership change for purposes of Section 382 as a result of this issuance or future transactions involving our stock, including
purchases or sales of stock between 5% shareholders, our ability to use our net operating loss carryforwards and to recognize certain built-in
losses would be subject to the limitations of Section 382. Depending on the resulting limitation, a significant portion of our net operating loss
carryforwards could expire before we would be able to use them. A limitation imposed under Section 382 on our ability to utilize our net
operating loss carryforwards could have a negative impact on our financial position and results of operations.

In August 2008, we announced that the board of directors adopted a shareholder rights plan (the �Rights Plan�) designed to preserve shareholder
value and the value of certain tax assets primarily associated with net
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operating loss carryforwards and built-in losses under Section 382 of the Code, and on December 5, 2008, our stockholders approved the board�s
decision to adopt the Rights Plan. The Rights Plan is intended to act as a deterrent to any person or group acquiring 4.9% or more of our
outstanding Class A Common Stock (any such person an �Acquiring Person�), without the approval of the Company�s board of directors. Subject
to the terms, provisions and conditions of the Rights Plan, if and when they become exercisable, each right would entitle its holder to purchase
from the Company one ten-thousandth of a share of the Company�s Series B Junior Preferred Stock for a purchase price of $35.00 per share. The
rights will not be exercisable until the earlier of (i) 10 business days after a public announcement by us that a person or group has become an
Acquiring Person and (ii) 10 business days after the commencement of a tender or exchange offer by a person or group for 4.9% of the Class A
Common Stock (we refer to such date as the �Distribution Date�). If issued, each fractional share of Series B Junior Preferred Stock would give the
stockholder approximately the same dividend, voting and liquidation rights as does one share of the Company�s Class A Common Stock.
However, prior to exercise, a right does not give its holder any rights as a stockholder of the Company, including without limitation any
dividend, voting or liquidation rights. After the Distribution Date, the board of directors may exchange the rights (other than rights owned by an
Acquiring Person which will have become void), in whole or in part, at an exchange ratio of one share of Class A Common Stock or Class B
Common Stock, as the case may be, or a fractional share of Series B Preferred Stock (or of a share of a similar class or series of our preferred
stock having similar rights, preferences and privileges) of equivalent value, per right (subject to adjustment). See �Limitation on Beneficial
Ownership of Class A Common Stock.�

In addition, on December 5, 2008, our stockholders approved an amendment to our Certificate of Incorporation to restrict certain transfers of our
common stock in order to preserve the tax treatment of our net operating loss carryforwards and built-in losses under Section 382 of the Code.
Subject to certain exceptions pertaining to pre-existing 5% stockholders and Class B stockholders, the transfer restrictions in the amended
Certificate of Incorporation generally restrict any direct or indirect transfer (such as transfers of the Company�s stock that result from the transfer
of interests in other entities that own the Company�s stock) if the effect would be to: (i) increase the direct or indirect ownership of the Company�s
stock by any person (or public group) from less than 5% to 5% or more of the Company�s stock; (ii) increase the percentage of the Company�s
stock owned directly or indirectly by a person (or public group) owning or deemed to own 5% or more of the Company�s stock; or (iii) create a
new �public group� (as defined in the applicable Treasury regulations). See �Limitation on Beneficial Ownership of Class A Common Stock.�

Holders of our Class A Common Stock will be subject to both the limitations imposed by the Rights Plan and the amended Certificate of
Incorporation and you should carefully consider these limitations prior to your purchase.

Non-U.S. holders who own, or in certain cases have owned, directly or constructively, more than a certain ownership threshold may be
subject to United States federal income tax on gain realized on the disposition of the shares of our Class A Common Stock.

Because we have significant U.S. real estate holdings, we believe that we currently are a �United States real property holding corporation�
(USRPHC) for United States federal income tax purposes. As a result, a �non-U.S. holder� (as defined in �Material United States Federal Income
Tax and Estate Consequences to Non-U.S. Holders�) will generally be subject to United States federal income tax on gain realized on a sale or
other disposition of shares of our Class A Common Stock if such non-U.S. holder exceeds certain ownership thresholds. So long as our Class A
Common Stock continues to be regularly traded on an established securities market, only a non-U.S. holder who holds or has held actually or
constructively (at any time during the shorter of the five year period preceding the date of disposition or the holder�s holding period) more than
5% of our Class A Common Stock will be subject to United States federal income tax on the disposition of our Class A Common Stock.
Non-U.S. holders should consult their own tax advisors concerning the consequences of disposing of shares of our Class A Common Stock.
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USE OF PROCEEDS

We expect to receive net proceeds from this offering of approximately $47.3 million (or approximately $54.4 million if the underwriters exercise
their overallotment option in full), after deducting the underwriting discounts and estimated offering expenses payable by us.

We intend to use the net proceeds from this offering, along with cash on hand, to purchase approximately $15.3 million principal amount of our
6 1/4% Senior Notes due January 15, 2016, approximately $22.8 million principal amount of our 7 1/2% Senior Notes due May 15, 2016 and
approximately $37.4 million principal amount of our 8 5/8% Senior Notes due January 15, 2017 in a private transaction.
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CAPITALIZATION

The following table sets forth our homebuilding cash and cash equivalents and our capitalization as of January 31, 2012, on:

� an actual basis; and

� an as adjusted basis to give effect to the sale of 25,000,000 shares of Class A Common Stock and the use of the net proceeds therefrom
(assuming no exercise of the underwriters� option to purchase additional shares). See �Use of Proceeds.�

This information should be read in conjunction with �Management�s Discussion and Analysis of Financial Condition and Results of Operations�
incorporated by reference herein and our financial statements and related notes incorporated by reference herein. See �Incorporation of Certain
Documents by Reference.�

As of January 31, 2012
(unaudited)

(In thousands, except share numbers and footnotes) Actual As adjusted
Homebuilding cash and cash equivalents, excluding restricted cash $ 166,033 $ 159,813
Restricted cash(1) 49,483 49,483
Total homebuilding cash and cash equivalents(2) $ 215,516 $ 209,296

Debt(3):
Nonrecourse land mortgages 29,322 29,322
Nonrecourse mortgages secured by operating property 19,510 19,510
10 5/8% Senior Secured Notes due 2016 (net of discount) 786,978 786,978
2.0% Senior Secured Notes due 2021 (net of discount) 53,100 53,100
5.0% Senior Secured Notes due 2021 (net of discount) 126,363 126,363
6 1/2% Senior Notes due 2014 36,649 36,649
6 3/8% Senior Notes due 2014 3,015 3,015
6 1/4% Senior Notes due 2015 21,438 21,438
11 7/8% Senior Notes due 2015 (net of discount) 61,465 61,465
6 1/4% Senior Notes due 2016 (net of discount) 153,068 137,923
7 1/2% Senior Notes due 2016 113,292 90,532
8 5/8% Senior Notes due 2017(4) 176,764 139,359
TEU Senior Subordinated Amortizing Notes due 2014(4) 12,162 12,162

Total debt(3)(4) $ 1,593,126 $ 1,517,816

Equity:
Preferred stock, $.01 par value; 100,000 Shares authorized; 5,600 Shares of 7.625% Series
A Preferred Stock issued at January 31, 2012 with a liquidation preference of $140,000 $ 135,299 $ 135,299
Common Stock, Class A, $.01 par value; 200,000,000 Shares authorized; 93,742,999
Shares issued at January 31, 2012, actual (including 11,760,763 Shares at January 31, 2012
held in treasury) and 118,742,999 Shares issued as adjusted (including 11,760,763 held in
treasury)(4)(5)(6) 937 1,187
Common Stock, Class B, $.01 par value (Convertible to Class A at time of sale);
30,000,000 Shares authorized; 15,353,126 Shares issued at January 31, 2012 (including
691,748 Shares at January 31, 2012 held in treasury) 154 154
Paid in capital�common stock(4)(5)(6) 592,781 639,781
Accumulated Deficit(4)(7) (1,127,771) (1,104,492) 
Treasury stock�at cost (115,360) (115,360) 
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Total Hovnanian Enterprises, Inc. stockholders� equity deficit (513,960) (443,431) 

Noncontrolling interest in consolidated joint ventures 173 173

Total equity deficit $ (513,787) $ (443,258) 

Total capitalization $ 1,079,339 $ 1,074,558

(1) As of January 31, 2012, Restricted Cash includes $35.7 million of cash collateralizing our letter of credit agreements and facilities, $11.1
million of cash collateralizing our surety bonds and $2.7 million for customers� deposits, which are restricted from our use.
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(2) As of January 31, 2012, substantially all of our cash collateralized our secured indebtedness.

(3) References to our consolidated debt in this prospectus supplement exclude debt of $49.0 million under our secured master repurchase
agreement, which is a short-term borrowing facility used by our mortgage banking subsidiary.

(4) As adjusted does not reflect the issuance by us of an aggregate of 3.1 million shares of our Class A Common Stock in exchange for an
aggregate of $9.1 million of 8 5/8% Senior Notes due 2017 and $3.1 million of TEU Senior Subordinated Amortizing Notes due 2014 in
transactions between February 1, 2012 and March 30, 2012.

(5) As adjusted includes 25,000,000 shares of our Class A Common Stock offered hereby.

(6) As adjusted does not reflect the issuance by us of an aggregate of 1.3 million shares of our Class A Common Stock upon settlement of
certain stock purchase contracts issued as a portion of our Tangible Equity Units in transactions between February 1, 2012 and March 30,
2012.

(7) As adjusted includes $23.3 million, which represents the gain on extinguishment of debt related to the 6 1/4% Senior Notes due 2016, 7 1/2%
Senior Notes due 2016 and 8 5/8% Senior Notes due 2017 to be purchased with the net proceeds of this offering, along with cash on hand.
See �Use of Proceeds.�
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PRICE RANGE OF COMMON STOCK; DIVIDEND POLICY

Our Class A Common Stock is listed on the New York Stock Exchange under the symbol �HOV.� The following table sets forth the high and low
closing sales prices for transactions involving our Class A Common Stock during each fiscal quarter, as reported on the New York Stock
Exchange Composite Tape.

High Low
2012:
February 1, 2012 through April 4, 2012 $ 3.24 $ 2.15
Quarter ended January 31, 2012 2.67 1.23
2011:
Quarter ended October 31, 2011 $ 1.94 $ 1.03
Quarter ended July 31, 2011 3.04 1.90
Quarter ended April 30, 2011 4.67 3.21
Quarter ended January 31, 2011 4.96 3.54
2010:
Quarter ended October 31, 2010 $ 4.65 $ 3.42
Quarter ended July 31, 2010 7.99 3.47
Quarter ended April 30, 2010 7.23 3.55
Quarter ended January 31, 2010 4.40 3.54

On April 4, 2012, the last reported sale price of our Class A Common Stock on the New York Exchange was $2.15 per share. As of January 30,
2012, our Class A Common Stock was held of record by approximately 534 holders and our Class B Common Stock was held of record by
approximately 257 holders. There is no established public trading market for our Class B Common Stock and in order to trade Class B Common
Stock, the shares must be converted into Class A Common Stock on a one-for-one basis.

Certain debt instruments to which we are a party contain restrictions on the payment of cash dividends. As a result of the most restrictive of
these provisions, we are not currently able to pay any cash dividends. We have never paid a cash dividend to common stockholders.
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LIMITATION ON BENEFICIAL OWNERSHIP OF CLASS A COMMON STOCK

As a Class A Common stockholder, you will be subject to both our Rights Plan and the transfer restrictions of our amended Certificate of
Incorporation. The following is a summary of the Rights Plan and the transfer restrictions of our amended Certificate of Incorporation but is not
complete. We refer you to both the Rights Agreement and our amended Certificate of Incorporation which are filed as exhibits to the registration
statement of which this prospectus forms a part.

Rights Plan

In August 2008, we announced that the board of directors of Hovnanian adopted a shareholder rights plan designed to preserve shareholder value
and the value of certain tax assets primarily associated with net operating loss carryforwards and built-in losses under Section 382 of the Code
(�NOLs�), and on December 5, 2008, our stockholders approved the Board�s decision to adopt the Rights Plan. The Rights Plan is intended to act as
a deterrent to any person or group acquiring 4.9% or more of our outstanding Class A Common Stock (any such person an �Acquiring Person�),
without the approval of the Company�s board of directors. Subject to the terms, provisions and conditions of the Rights Plan, if and when they
become exercisable, each right would entitle its holder to purchase from the Company one ten-thousandth of a share of the Company�s Series B
Junior Preferred Stock for a purchase price of $35.00. The rights will not be exercisable until the earlier of (i) 10 business days after a public
announcement by us that a person or group has become an Acquiring Person and (ii) 10 business days after the commencement of a tender or
exchange offer by a person or group for 4.9% of the Class A Common Stock (we refer to such date as the �Distribution Date�). If issued, each
fractional share of Series B Junior Preferred Stock would give the stockholder approximately the same dividend, voting and liquidation rights as
does one share of the Company�s Class A Common Stock. However, prior to exercise, a right does not give its holder any rights as a stockholder
of the Company, including without limitation any dividend, voting or liquidation rights. After the Distribution Date, the board of directors may
exchange the rights (other than rights owned by an Acquiring Person which will have become void), in whole or in part, at an exchange ratio of
one share of Class A Common Stock or Class B Common Stock, as the case may be, or a fractional share of Series B Preferred Stock (or of a
share of a similar class or series of our preferred stock having similar rights, preferences and privileges) of equivalent value, per right (subject to
adjustment). See �Description of Capital Stock�Rights Plan� in the accompanying prospectus for more information.

Certificate of Incorporation

In addition, on December 5, 2008, our stockholders approved an amendment to our Certificate of Incorporation to restrict certain transfers of our
stock in order to preserve the tax treatment of our NOLs under the Code. Subject to certain exceptions pertaining to pre-existing 5%
stockholders and Class B stockholders, the transfer restrictions in the amended Certificate of Incorporation generally restrict any direct or
indirect transfer (such as transfers of the Company�s stock that result from the transfer of interests in other entities that own the Company�s stock)
if the effect would be to: (i) increase the direct or indirect ownership of the Company�s stock by any person (or public group) from less than 5%
to 5% or more of the Company�s stock; (ii) increase the percentage of the Company�s stock owned directly or indirectly by a person (or public
group) owning or deemed to own 5% or more of the Company�s stock; or (iii) create a new �public group� (as defined in the applicable Treasury
regulations).

Consequences of Prohibited Transfers

In accordance with our amended Certificate of Incorporation, any direct or indirect transfer attempted in violation of the restrictions would be
void as of the date of the purported transfer as to the purported transferee (or, in the case of an indirect transfer, the ownership of the direct
owner of Class A Common Stock would terminate simultaneously with the transfer), and the purported transferee (or in the case of any indirect
transfer, the direct owner) would not be recognized as the owner of the shares owned in violation of the restrictions for
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any purpose, including for purposes of voting and receiving dividends or other distributions in respect of such Class A Common Stock, or in the
case of options, receiving Class A Common Stock in respect of their exercise. In this prospectus supplement, Class A Common Stock
purportedly acquired in violation of the transfer restrictions is referred to as �excess stock.�

In addition to the purported transfer being void as of the date of the purported transfer, upon demand, the purported transferee must transfer the
excess stock to our agent along with any dividends or other distributions paid with respect to such excess stock. Our agent is required to sell such
excess stock in an arms� length transaction (or series of transactions) that would not constitute a violation under the transfer restrictions. The net
proceeds of the sale, together with any other distributions with respect to such excess stock received by our agent, after deduction of all costs
incurred by the agent, will be distributed first to the purported transferee in an amount, if any, up to the cost (or in the case of gift, inheritance or
similar transfer, the fair market value of the excess stock on the date of the violative transfer) incurred by the purported transferee to acquire
such excess stock, and the balance of the proceeds, if any, will be distributed to a charitable beneficiary. If the excess stock is sold by the
purported transferee, such person will be treated as having sold the excess stock on behalf of the agent, and will be required to remit all proceeds
to our agent (except to the extent we grant written permission to the purported transferee to retain an amount not to exceed the amount such
person otherwise would have been entitled to retain had our agent sold such shares).

To the extent permitted by law, any stockholder who knowingly violates the transfer restrictions will be liable for any and all damages suffered
by us as a result of such violation, including damages resulting from a reduction in or elimination of the ability to utilize the NOLs and any
professional fees incurred in connection with addressing such violation.

With respect to any transfer of Class A Common Stock which does not involve a transfer of �securities� of the Company within the meaning of the
General Corporation Law of the State of Delaware but which would cause any 5% stockholder to violate the transfer restrictions, the following
procedure will apply in lieu of those described above. In such case, no such 5% stockholder shall be required to dispose of any interest that is not
a security of the Company, but such 5% stockholder and/or any person whose ownership of securities of the Company is attributed to such 5%
stockholder will be deemed to have disposed of (and will be required to dispose of) sufficient securities, simultaneously with the transfer, to
cause such 5% stockholder not to be in violation of the transfer restrictions, and such securities will be treated as excess stock to be disposed of
through the agent under the provisions summarized above, with the maximum amount payable to such 5% stockholder or such other person that
was the direct holder of such excess stock from the proceeds of sale by the agent being the fair market value of such excess stock at the time of
the prohibited transfer.

Exceptions

The Board of Directors will have the discretion to approve transfers that would otherwise be restricted by the amended Certificate of
Incorporation and may exempt any person or group from triggering the dilutive effect of the Rights Plan.

Representation

Each purchaser of shares of Class A Common Stock, by accepting such shares, agrees to the ownership and transfer restrictions of the Rights
Plan and our amended Certificate of Incorporation and represents and warrants to the Company that it is in compliance with such ownership and
transfer restrictions. This representation and warranty is part of the consideration for issuance of the Class A Common Stock in this offering.
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MATERIAL UNITED STATES FEDERAL INCOME

AND ESTATE TAX CONSEQUENCES TO NON-U.S. HOLDERS

The following is a summary of the material United States federal income and estate tax consequences of the purchase, ownership and disposition
of our Class A Common Stock as of the date hereof. Except where noted, this summary deals only with Class A Common Stock that is held as a
capital asset by a non-U.S. holder.

A �non-U.S. holder� means a person (other than a partnership) that is not for United States federal income tax purposes any of the following:

� an individual citizen or resident of the United States;

� a corporation (or any other entity treated as a corporation for United States federal income tax purposes) created or organized in or
under the laws of the United States, any state thereof or the District of Columbia;

� an estate the income of which is subject to United States federal income taxation regardless of its source; or

� a trust if it (1) is subject to the primary supervision of a court within the United States and one or more United States persons have
the authority to control all substantial decisions of the trust or (2) has a valid election in effect under applicable United States
Treasury regulations to be treated as a United States person.

This summary is based upon provisions of the Code, and regulations, rulings and judicial decisions as of the date hereof. Those authorities may
be changed, perhaps retroactively, so as to result in United States federal income and estate tax consequences different from those summarized
below. This summary does not address all aspects of United States federal income and estate taxes and does not deal with foreign, state, local or
other tax considerations that may be relevant to non-U.S. holders in light of their personal circumstances. In addition, it does not represent a
detailed description of the United States federal income tax consequences applicable to you if you are subject to special treatment under the
United States federal income tax laws (including if you are a United States expatriate, �controlled foreign corporation,� �passive foreign investment
company� or a partnership or other pass-through entity for United States federal income tax purposes). We cannot assure you that a change in law
will not alter significantly the tax considerations that we describe in this summary.

If a partnership holds our Class A Common Stock, the tax treatment of a partner will generally depend upon the status of the partner and the
activities of the partnership. If you are a partner of a partnership holding our Class A Common Stock, you should consult your tax advisors.

If you are considering the purchase of our Class A Common Stock, you should consult your own tax advisors concerning the particular
United States federal income and estate tax consequences to you of the ownership of the Class A Common Stock, as well as the
consequences to you arising under the laws of any other taxing jurisdiction.

Dividends

Subject to the discussions below regarding backup withholding and additional withholding requirements, dividends paid to a non-U.S. holder of
our Class A Common Stock generally will be subject to withholding of United States federal income tax at a 30% rate or such lower rate as may
be specified by an applicable income tax treaty. However, dividends that are effectively connected with the conduct of a trade or business by the
non-U.S. holder within the United States (and, if required by an applicable income tax treaty, are attributable to a United States permanent
establishment) are not subject to the withholding tax, provided certain certification and disclosure requirements are satisfied. Instead, such
dividends are subject to United States federal income tax on a net income basis in the same manner as if the non-U.S. holder were a United
States person as defined under the Code. Any such
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effectively connected dividends received by a foreign corporation may be subject to an additional �branch profits tax� at a 30% rate or such lower
rate as may be specified by an applicable income tax treaty.

A non-U.S. holder of our Class A Common Stock who wishes to claim the benefit of an applicable treaty rate and avoid backup withholding, as
discussed below, for dividends will be required (a) to complete Internal Revenue Service Form W-8BEN (or other applicable form) and certify
under penalty of perjury that such holder is not a United States person as defined under the Code and is eligible for treaty benefits or (b) if our
Class A Common Stock is held through certain foreign intermediaries, to satisfy the relevant certification requirements of applicable United
States Treasury regulations. Special certification and other requirements apply to certain non-U.S. holders that are pass-through entities rather
than corporations or individuals.

A non-U.S. holder of our Class A Common Stock eligible for a reduced rate of United States withholding tax pursuant to an income tax treaty
may obtain a refund of any excess amounts withheld by timely filing an appropriate claim for refund with the Internal Revenue Service.

Gain on Disposition of Class A Common Stock

Subject to the discussions below regarding backup withholding and additional withholding requirements, any gain realized by a non-U.S. holder
on the disposition of our Class A Common Stock generally will not be subject to United States federal income tax unless:

� the gain is effectively connected with a trade or business of the non-U.S. holder in the United States (and, if required
by an applicable income tax treaty, is attributable to a United States permanent establishment of the non-U.S. holder);

� the non-U.S. holder is an individual who is present in the United States for 183 days or more in the taxable year of that
disposition, and certain other conditions are met; or

� we are or have been a �United States real property holding corporation� for United States federal income tax purposes.
An individual non-U.S. holder described in the first bullet point immediately above will be subject to tax on the net gain derived from the sale
under regular graduated United States federal income tax rates. An individual non-U.S. holder described in the second bullet point immediately
above will be subject to a flat 30% tax on the gain derived from the sale, which may be offset by United States source capital losses, even though
the individual is not considered a resident of the United States. If a non-U.S. holder that is a foreign corporation falls under the first bullet point
immediately above, it will be subject to tax on its net gain in the same manner as if it were a United States person as defined under the Code and,
in addition, may be subject to the branch profits tax equal to 30% of its effectively connected earnings and profits or at such lower rate as may be
specified by an applicable income tax treaty.

We believe that we are currently a �United States real property holding corporation� for United States federal income tax purposes. So long as our
Class A Common Stock continues to be regularly traded on an established securities market, only a non-U.S. holder who holds or has held
actually or constructively (at any time during the shorter of the five year period preceding the date of disposition or the holder�s holding period)
more than 5% of our Class A Common Stock will be subject to United States federal income tax on the disposition of our Class A Common
Stock. Non-U.S. holders should consult their own tax advisors concerning the consequences of disposing of shares of our Class A Common
Stock.

Federal Estate Tax

Class A Common Stock held by an individual non-U.S. holder at the time of death will be included in such holder�s gross estate for United States
federal estate tax purposes, unless an applicable estate tax treaty provides otherwise.
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Information Reporting and Backup Withholding

We must report annually to the Internal Revenue Service and to each non-U.S. holder the amount of dividends paid to such holder and the tax
withheld with respect to such dividends, regardless of whether withholding was required. Copies of the information returns reporting such
dividends and withholding may also be made available to the tax authorities in the country in which the non-U.S. holder resides under the
provisions of an applicable income tax treaty.

A non-U.S. holder will be subject to backup withholding for dividends paid to such holder unless such holder certifies under penalty of perjury
that it is a non-U.S. holder (and the payor does not have actual knowledge or reason to know that such holder is a United States person as
defined under the Code), or such holder otherwise establishes an exemption.

Information reporting and, depending on the circumstances, backup withholding will apply to the proceeds of a sale of our Class A Common
Stock within the United States or conducted through certain United States-related financial intermediaries, unless the beneficial owner certifies
under penalty of perjury that it is a non-U.S. holder (and the payor does not have actual knowledge or reason to know that the beneficial owner is
a United States person as defined under the Code), or such owner otherwise establishes an exemption.

Any amounts withheld under the backup withholding rules may be allowed as a refund or a credit against a non-U.S. holder�s United States
federal income tax liability provided the required information is timely furnished to the Internal Revenue Service.

Additional Withholding Requirements

Under legislation enacted in 2010 and administrative guidance, the relevant withholding agent may be required to withhold 30% of any
dividends paid after December 31, 2013 and the proceeds of a sale of our Class A Common Stock paid after December 31, 2014 to (i) a foreign
financial institution (as specially defined for purposes of these rules) unless such foreign financial institution agrees to verify, report and disclose
its United States accountholders and meets certain other specified requirements or (ii) a non-financial foreign entity that is the beneficial owner
of the payment unless such entity certifies that it does not have any substantial United States owners or provides the name, address and taxpayer
identification number of each substantial United States owner and such entity meets certain other specified requirements. Prospective holders
should consult their own tax advisors regarding the possible implications of this legislation on their investment in our Class A Common Stock.
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CERTAIN ERISA CONSIDERATIONS

The following discussion is a summary of certain considerations associated with the purchase of our Class A Common Stock by (i) employee
benefit plans that are subject to Title I of the Employee Retirement Income Security Act of 1974, as amended (�ERISA�), (ii) plans, individual
retirement accounts and other arrangements that are subject to Section 4975 of the Code and (iii) entities whose underlying assets are considered
to include �plan assets� of any such plans, accounts or arrangements (each, an �ERISA Plan�).

Section 406 of ERISA and Section 4975 of the Code prohibit ERISA Plans from engaging in specified transactions involving �plan assets� with
persons or entities who are �parties in interest,� within the meaning of ERISA, or �disqualified persons,� within the meaning of Section 4975 of the
Code, unless an exemption is available. A party in interest or disqualified person who engaged in a non-exempt prohibited transaction may be
subject to excise taxes and other penalties and liabilities under ERISA and/or the Code. In addition, the fiduciary of the ERISA Plan that
engaged in such a non-exempt prohibited transaction may be subject to penalties and liabilities under ERISA and the Code. A prohibited
transaction within the meaning of Section 406 of ERISA or Section 4975 of the Code may result if our Class A Common Stock is acquired by an
ERISA Plan to which we or an underwriter is a party in interest and such acquisition is not entitled to an applicable exemption, of which there
are many.

Governmental plans, certain church plans and non-U. S. plans (each, a �Plan�), while not subject to the prohibited transaction provisions of
Section 406 of ERISA or Section 4975 of the Code, may nevertheless be subject to other federal, state, local, non-U.S., or other laws that are
substantially similar to such provisions of ERISA or the Code. Fiduciaries of any such plans should consult with their counsel before purchasing
any Class A Common Stock.

The foregoing discussion is general in nature and is not intended to be all-inclusive. Due to the complexity of these rules and the penalties that
may be imposed upon persons involved in nonexempt prohibited transactions, it is particularly important that fiduciaries, or other persons
considering purchasing our Class A Common Stock on behalf of, or with the assets of, any ERISA Plan or Plan, consult with their counsel
regarding the matters described herein.
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UNDERWRITING

Citigroup Global Markets Inc., Credit Suisse Securities (USA) LLC and J.P. Morgan Securities LLC are acting as the underwriters. Subject to
the terms and conditions stated in the underwriting agreement dated the date of this prospectus supplement, each underwriter named below has
agreed to purchase, and we have agreed to sell to that underwriter, the number of shares of Class A Common Stock set forth opposite the
underwriter�s name.

Underwriter Number of shares
Citigroup Global Markets Inc. 8,333,334
Credit Suisse Securities (USA) LLC 8,333,333
J.P. Morgan Securities LLC 8,333,333

Total 25,000,000

Under the terms and conditions of the underwriting agreement, the underwriters must buy all of the shares of offered Class A Common Stock if
they buy any of them. The underwriting agreement provides that the obligations of the underwriters are subject to approval of legal matters by
their counsel, including the validity of the Class A Common Stock, and other conditions, such as the receipt by the underwriters of officer�s
certificates and legal opinions. If an underwriter defaults, the underwriting agreement provides that, in certain circumstances, the purchase
commitments of the nondefaulting underwriters may be increased or the underwriting agreement may be terminated. The underwriters will sell
the Class A Common Stock to the public when and if the underwriters buy the Class A Common Stock from Hovnanian.

We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities Act of 1933, or to contribute to
payments the underwriters may be required to make in respect to those liabilities.

We have granted to the underwriters an option to purchase up to 3,750,000 additional shares of Class A Common Stock at the public offering
price, less the underwriting discounts set forth on the cover page of the prospectus supplement, to cover over-allotments, if any. This option is
exercisable for a period of 30 days. If the underwriters exercise their over-allotment option, the underwriters have severally agreed, subject to
conditions, to purchase from us shares in approximately the same proportion as set forth in the table above.

The underwriters propose to offer the Class A Common Stock directly to the public initially at the offering price set forth on the cover page of
this prospectus supplement. The underwriters may offer the Class A Common Stock to securities dealers at that price less a concession not in
excess of $0.06 per share. The underwriters reserve the right to reject any order for the purchase of shares. If all of the shares are not sold at the
public offering price, the underwriters may change the offering price and other selling terms.

We, our executive officers and directors have agreed that, for a period of 90 days from the date of this prospectus supplement, we and they will
not, without the prior written consent of Citigroup Global Markets Inc., Credit Suisse Securities (USA) LLC and J.P. Morgan Securities LLC,
offer, sell, contract to sell, pledge or otherwise dispose of or hedge any shares of our Class A Common Stock or any securities convertible into or
exchangeable for our Class A Common Stock, subject to certain specified exceptions. Citigroup Global Markets Inc., Credit Suisse Securities
(USA) LLC and J.P. Morgan Securities LLC in their sole discretion may release any of the securities subject to these lock-up provisions at any
time without notice.

The following table provides information regarding the per share and total underwriting discounts to be paid by us to the underwriters. These
amounts are shown assuming both no exercise and full exercise of the underwriters� option to purchase up to additional shares.

No exercise  of

over-allotment
option

Full exercise 
of

over-allotment
option

Per share $ 0.10 $ 0.10
Total $ 2,500,000 $ 2,875,000
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The underwriters have agreed to reimburse us for certain of our out-of-pocket expenses related to this offering. We estimate that our expenses in
connection with the sale of the Class A Common Stock, other than underwriting discounts, will be approximately $375,000. This estimate
includes expenses related to the printing, transfer agent fees, and legal and accounting fees, among other expenses.

In connection with the offering, the underwriters may purchase and sell shares of Class A Common Stock in the open market. These transactions
may include short sales, syndicate covering transactions and stabilizing transactions. Short sales involve syndicate sales of shares of our Class A
Common Stock in excess of the number of shares to be purchased by the underwriters in this offering, which creates a syndicate short position.
�Covered� short sales are sales of shares made in an amount up to the number of shares represented by the underwriters� over-allotment option. In
determining the source of shares to close out the covered syndicate short position, the underwriters will consider, among other things, the price
of shares available for purchase in the open market as compared to the price at which they may purchase shares through the over-allotment
option. Transactions to close out the covered syndicate short positions involve either purchases of the Class A Common Stock in the open
market after the distribution has been completed or the exercise of the over-allotment option. The underwriters may also make �naked� short sales
of shares in excess of the over-allotment option. The underwriters must close out any naked short position by purchasing shares of Class A
Common Stock in the open market. A naked short position is more likely to be created if the underwriters are concerned that there may be
downward pressure on the price of the shares in the open market after pricing that could adversely affect investors who purchase in this offering.
Stabilizing transactions consist of bids for or purchases of shares in the open market while the offering is in progress.

The underwriters also may impose a penalty bid. Penalty bids permit the underwriters to reclaim a selling concession from a syndicate member
when the underwriters repurchase shares originally sold by that syndicate member in order to cover syndicate short positions or make stabilizing
purchases.

Any of these activities may have the effect of preventing or retarding a decline in the market price of the Class A Common Stock. They may also
cause the price of the Class A Common Stock to be higher than the price that would otherwise exist in the open market in the absence of these
transactions. The underwriters may conduct these transactions on the exchange on which we are listed or in the over-the-counter market, or
otherwise. If the underwriters commence any of these transactions, they may discontinue them at any time.

The underwriters and their affiliates have performed investment banking, commercial banking and advisory services for us from time to time for
which they have received customary fees and expenses. The underwriters may, from time to time, engage in transactions with and perform
services for us in the ordinary course of their business. In addition, an affiliate of J.P. Morgan Securities LLC is the lender under our short-term
borrowing facility for our mortgage banking subsidiary.

A prospectus supplement in electronic format may be made available on the websites maintained by one or more of the underwriters. The
representatives may agree to allocate a number of shares to underwriters for sale to their online brokerage account holders. The underwriters will
allocate shares to underwriters that may make Internet distributions on the same basis as other allocations. In addition, shares may be sold by the
underwriters to securities dealers who resell shares to online brokerage account holders. Other than the prospectus supplement in electronic
format, the information on any underwriter�s web site and any information contained in any other web site maintained by an underwriter is not
part of the prospectus supplement or the registration statement of which this prospectus supplement forms a part, has not been approved and/or
endorsed by us or any underwriter in its capacity as underwriter and should not be relied upon by investors.

In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive (each, a �Relevant Member
State�) an offer to the public of any Class A Common Stock described by this prospectus supplement may not be made in that Relevant Member
State, except that an offer to the public in that Relevant Member State of any Class A Common Stock offered by this prospectus supplement may
be made at any time under the following exemptions under the Prospectus Directive, if they have been implemented in that Relevant Member
State:

(a) to any legal entity which is a qualified investor as defined in the Prospectus Directive;
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(b) to fewer than 100 or, if the Relevant Member State has implemented the relevant provision of the 2010 PD Amending Directive, 150, natural
or legal persons (other than qualified investors as defined in the Prospectus Directive), as permitted under the Prospectus Directive, subject to
obtaining the prior consent of the representatives for any such offer; or

(c) in any other circumstances falling within Article 3(2) of the Prospectus Directive, provided that no such offer of Class A Common Stock
shall result in a requirement for the publication by us or any underwriter of a prospectus pursuant to Article 3 of the Prospectus Directive.

For the purposes of this provision, the expression an �offer to the public� in relation to any Class A Common Stock in any Relevant Member State
means the communication in any form and by any means of sufficient information on the terms of the offer and any Class A Common Stock to
be offered so as to enable an investor to decide to purchase any Class A Common Stock, as the same may be varied in that Member State by any
measure implementing the Prospectus Directive in that Member State, the expression �Prospectus Directive� means Directive 2003/71/EC (and
amendments thereto, including the 2010 PD Amending Directive, to the extent implemented in the Relevant Member State), and includes any
relevant implementing measure in the Relevant Member State, and the expression �2010 PD Amending Directive� means Directive 2010/73/EU.

Each underwriter has represented and agreed that:

(a) it has only communicated or caused to be communicated and will only communicate or cause to be communicated an invitation or
inducement to engage in investment activity (within the meaning of Section 21 of the Financial Services and Markets Act 2000 (the �FSMA�))
received by it in connection with the issue or sale of the Class A Common Stock in circumstances in which Section 21(1) of the FSMA does not
apply to us; and

(b) it has complied and will comply with all applicable provisions of the FSMA with respect to anything done by it in relation to the Class A
Common Stock in, from or otherwise involving the United Kingdom.

Neither this prospectus supplement nor any other offering material relating to the Class A Common Stock described in this prospectus
supplement has been submitted to the clearance procedures of the Autorite des Marches Financiers or by the competent authority of another
member state of the European Economic Area and notified to the Autorite des Marches Financiers. The shares of Class A Common Stock have
not been offered or sold and will not be offered or sold, directly or indirectly, to the public in France. Neither this prospectus supplement nor any
other offering material relating to the Class A Common Stock has been or will be

� released, issued, distributed or caused to be released, issued or distributed to the public in France or

� used in connection with any offer for subscription or sale of the Class A Common Stock to the public in France.
Such offers, sales and distributions will be made in France only

� to qualified investors (investisseurs qualifiés) and/or to a restricted circle of investors (cercle restreint d�investisseurs), in each case
investing for their own account, all as defined in, and in accordance with, Article L.411-2, D.411-1, D.411-2, D.734-1, D.744-1,
D.754-1 and D.764-1 of the French Code monétaire et financier or

� to investment services providers authorized to engage in portfolio management on behalf of third parties or

� in a transaction that, in accordance with article L.411-2-II-1°-or-2°-or 3° of the French Code monétaire et financier and article 211-2 of
the General Regulations (Règlement Général) of the Autorité des Marchés Financiers, does not constitute a public offer (appel public à
l�épargne).
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The Class A Common Stock may be resold directly or indirectly, only in compliance with Articles L.411-1, L.411-2, L.412-1 and L.621-8
through L.621-8-3 of the French Code monétaire et financier.

Other than in the United States, no action has been taken by us or the underwriters that would permit a public offering of the Class A Common
Stock offered by this prospectus supplement in any jurisdiction where action for that purpose is required. The Class A Common Stock offered by
this prospectus supplement may not be offered or sold, directly or indirectly, nor may this prospectus supplement or any other offering material
or advertisements in connection with the offer and sale of any such shares be distributed or published in any jurisdiction, except under
circumstances that will result in compliance with the applicable rules and regulations of that jurisdiction. Persons into whose possession this
prospectus supplement comes are advised to inform themselves about and to observe any restrictions relating to the offering and the distribution
of this prospectus supplement.

Our shares of Class A Common Stock are traded on the New York Stock Exchange under the symbol �HOV.�
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LEGAL MATTERS

The validity of the shares of Class A Common Stock being offered hereby is being passed upon for us by Simpson Thacher & Bartlett LLP, New
York, New York. Certain legal matters relating to the offering of the Class A Common Stock will be passed upon for the underwriters by Davis
Polk & Wardwell LLP, New York, New York.

EXPERTS

The consolidated financial statements of Hovnanian incorporated by reference in this prospectus supplement from Hovnanian�s Annual Report on
Form 10-K for the year ended October 31, 2011 and the effectiveness of Hovnanian�s internal control over financial reporting as of October 31,
2011, have been audited by Deloitte & Touche LLP, an independent registered public accounting firm, as stated in their reports, which are
incorporated herein by reference. Such consolidated financial statements are incorporated herein by reference in reliance upon the reports of
such firm given on their authority as experts in accounting and auditing.

AVAILABLE INFORMATION

We are subject to the informational requirements of the Securities Exchange Act of 1934, as amended (the �Exchange Act�), and file reports,
proxy statements and other information with the SEC. You may read, free of charge, and copy, at the prescribed rates, any reports, proxy
statements and other information at the SEC�s public reference room at 100 F Street, N.E., Washington, D.C. 20549. You may obtain information
on the operation of the public reference room by calling the SEC at 1-800-SEC-0330. Copies of such material also can be obtained by mail from
the Public Reference Section of the SEC, at 100 F Street, N.E., Washington, D.C. 20549, at the prescribed rates. The SEC also maintains a
website that contains reports, proxy and information statements and other information. The website address is: http://www.sec.gov. Hovnanian�s
Class A Common Stock is listed on the New York Stock Exchange, and reports, proxy statements and other information also can be inspected at
the offices of the New York Stock Exchange, 20 Broad Street, New York, New York 10005.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

We incorporate by reference the documents listed below filed under Section 13(a), 13(c), 14 or 15(d) of the Exchange Act. Information
furnished under Item 2.02 or Item 7.01 of our Current Reports on Form 8-K is not incorporated by reference in this prospectus.

Hovnanian has filed the following documents with the SEC and these documents are incorporated herein by reference:

� Annual Report on Form 10-K for fiscal year ended October 31, 2011;

� Quarterly Report on Form 10-Q for the quarterly period ended January 31, 2012; and

� Current Reports on Form 8-K filed on November 7, 2011, February 22, 2012, March 5, 2012, March 22, 2012, March 30, 2012 and
April 2, 2012.

All documents filed by Hovnanian pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange Act subsequent to the date of this prospectus
supplement and prior to the termination of the offering made by this prospectus supplement are to be incorporated herein by reference. Any
statement contained in a document incorporated or deemed to be incorporated by reference herein shall be deemed to be modified or superseded
for purposes of this prospectus to the extent that a statement contained herein or in any other subsequently filed

S-36

Edgar Filing: JUNIPER NETWORKS INC - Form 10-Q

Table of Contents 62



Table of Contents

document which also is incorporated or deemed to be incorporated by reference herein modifies or supersedes such statement. Any such
statement so modified or superseded shall not be deemed, except as so modified or superseded, to constitute a part of this prospectus.

Hovnanian will provide without charge to each person, including any beneficial owner, to whom a copy of this prospectus supplement is
delivered, upon the written or oral request of such person, a copy of any or all of the information incorporated by reference in this prospectus
supplement, other than exhibits to such information (unless such exhibits are specifically incorporated by reference into the information that this
prospectus incorporates). Requests for such copies should be directed to Brad O�Connor, Vice President, Chief Accounting Officer and Corporate
Controller, Hovnanian Enterprises, Inc., 110 West Front Street, P.O. Box 500, Red Bank, New Jersey 07701 (telephone: (732) 747-7800).
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PROSPECTUS

$200,000,000

Hovnanian Enterprises, Inc.
Preferred Stock

Class A Common Stock

Depositary Shares

Warrants to Purchase Preferred Stock

Warrants to Purchase Class A Common Stock

Warrants to Purchase Depositary Shares

Debt Securities

Warrants to Purchase Debt Securities

Stock Purchase Contracts

Stock Purchase Units

Units

K. Hovnanian Enterprises, Inc.
Debt Securities

Warrants to Purchase Debt Securities

Units

We, Hovnanian Enterprises, Inc., may offer and sell from time to time, in one or more series:

� Preferred Stock,
� Class A Common Stock (along with Preferred Stock Purchase Rights),
� Depositary Shares,
� debt securities consisting of notes, debentures or other evidences of indebtedness, which may be senior debt securities, senior subordinated debt securities

or subordinated debt securities, and which may be convertible into, or exchangeable or exercisable for, any of the other securities referred to herein,
� warrants to purchase our Preferred Stock, our Class A Common Stock, our Depositary Shares or our debt securities,
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� Stock Purchase Contracts,
� Stock Purchase Units, and
� Units, comprised of two or more of any of the securities referred to herein, in any combination;

together or separately, in amounts, at prices and on terms that will be determined at the time of the offering.

Our wholly-owned subsidiary, K. Hovnanian Enterprises, Inc., may offer and sell from time to time, in one or more series:

� debt securities, consisting of notes, debentures or other evidences of indebtedness, which may be senior debt securities, senior subordinated debt securities
or subordinated debt securities, which in each case will be fully and unconditionally guaranteed by Hovnanian Enterprises, Inc., and which may be
convertible into, or exchangeable or exercisable for, any of the other securities referred to herein,

� warrants to purchase K. Hovnanian Enterprises, Inc. debt securities, which will be fully and unconditionally guaranteed by Hovnanian Enterprises,
Inc., and

� Units, comprised of two or more of any of the securities referred to herein, in any combination;
together or separately, in amounts, at prices and on terms that will be determined at the time of the offering.

Hovnanian Enterprises, Inc. debt securities or warrants or the debt securities or warrants issued by K. Hovnanian Enterprises, Inc. may be guaranteed by
substantially all of our wholly-owned subsidiaries and may be issued either separately, or together with, upon conversion of, or in exchange for, other securities.

We may offer and sell the securities directly to you, through agents, underwriters or dealers. The prospectus supplement for each offering will describe in detail the
plan of distribution for that offering and will set forth the names of any agents, dealers or underwriters involved in the offering and any applicable fees,
commissions or discount arrangements. The net proceeds we expect to receive from sales will be set forth in the prospectus supplement.

This prospectus describes some of the general terms that may apply to these securities. The specific terms of the securities to be offered, and any other information
relating to a specific offering, will be set forth in a post-effective amendment to the registration statement of which this prospectus is a part or in a supplement to
this prospectus.

Investing in our securities involves risks. See �Risk Factors� beginning on page 4 of this prospectus and in the documents that we incorporate by reference.

Our common stock is traded on the New York Stock Exchange under the symbol �HOV.�

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

The date of the prospectus is April 18, 2011.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement we filed with the Securities and Exchange Commission, or the �Commission�, using the �shelf�
registration process. Under the shelf registration process, using this prospectus, together with a prospectus supplement, we may sell from time to
time any combination of the securities described in this prospectus in one or more offerings. This prospectus provides you with a general
description of the securities that may be offered. Each time we sell securities pursuant to this prospectus, we will provide a prospectus
supplement that will contain specific information about the terms of the securities being offered. A prospectus supplement may include a
discussion of any risk factors or other special considerations applicable to those securities or to us. The prospectus supplement may also add to,
update or change information contained in this prospectus and, accordingly, to the extent inconsistent, the information in this prospectus will be
superseded by the information in the prospectus supplement. You should read this prospectus, any applicable prospectus supplement and the
additional information incorporated by reference in this prospectus described below under �Available Information� and �Incorporation of Certain
Documents by Reference� before making an investment in our securities.

This prospectus contains summaries of certain provisions contained in some of the documents described herein, but reference is made to the
actual documents for complete information. All of the summaries are qualified in their entirety by the actual documents. Copies of the
documents referred to herein have been filed, or will be filed or incorporated by reference as exhibits to the registration statement of which this
prospectus is a part, and you may obtain copies of those documents as described below under �Available Information.�

Neither the delivery of this prospectus nor any sale made under it implies that there has been no change in our affairs or that the
information in this prospectus is correct as of any date after the date of this prospectus. You should not assume that the information in
this prospectus, including any information incorporated in this prospectus by reference, the accompanying prospectus supplement or
any free writing prospectus prepared by us, is accurate as of any date other than the date on the front of those documents. Our business,
financial condition, results of operations and prospects may have changed since that date.

We have not authorized anyone to provide any information other than that contained or incorporated by reference in this prospectus, a
prospectus supplement or in any free writing prospectus prepared by or on behalf of us or to which we have referred you. We take no
responsibility for, and can provide no assurance as to the reliability of, any other information that others may give you. We are not making an
offer to sell securities in any jurisdiction where the offer or sale of such securities is not permitted.

Unless otherwise stated or context otherwise requires, all references in this prospectus to:

� �K. Hovnanian� are to K. Hovnanian Enterprises, Inc., a California corporation; and

� �Hovnanian,� �us,� �we,� �our� or �Company� are to Hovnanian Enterprises, Inc., a Delaware corporation, together with its consolidated
subsidiaries, including K.  Hovnanian.

FORWARD-LOOKING STATEMENTS

All statements in this prospectus and the documents incorporated by reference that are not historical facts should be considered as �Forward
Looking Statements� within the meaning of the �Safe Harbor� provisions of the Private Securities Litigation Reform Act of 1995. Such statements
involve known and unknown risks, uncertainties and other factors that may cause actual results, performance or achievements of the Company to
be materially different from any future results, performance or achievements expressed or implied by the forward-looking statements. Although
we believe that our plans, intentions and expectations reflected in, or suggested by,
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such forward-looking statements are reasonable, we can give no assurance that such plans, intentions, or expectations will be achieved. Such
risks, uncertainties and other factors include, but are not limited to:

� Changes in general and local economic and industry and business conditions and impacts of the sustained homebuilding downturn;

� Adverse weather and other environmental conditions and natural disasters;

� Changes in market conditions and seasonality of the Company�s business;

� Changes in home prices and sales activity in the markets where the Company builds homes;

� Government regulation, including regulations concerning development of land, the home building, sales and customer financing
processes, tax laws and the environment;

� Fluctuations in interest rates and the availability of mortgage financing;

� Shortages in, and price fluctuations of, raw materials and labor;

� The availability and cost of suitable land and improved lots;

� Levels of competition;

� Availability of financing to the Company;

� Utility shortages and outages or rate fluctuations;

� Levels of indebtedness and restrictions on the Company�s operations and activities imposed by the agreements governing the
Company�s outstanding indebtedness;

� The Company�s sources of liquidity;

� Changes in credit ratings;

� Availability of net operating loss carryforwards;
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� Operations through joint ventures with third parties;

� Product liability litigation and warranty claims;

� Successful identification and integration of acquisitions;

� Significant influence of the Company�s controlling stockholders; and

� Geopolitical risks, terrorist acts and other acts of war.
Certain risks, uncertainties, and other factors are incorporated herein by reference to Amendment No. 1 to our most recent Annual Report on
Form 10-K/A and our subsequent Quarterly Reports on Form 10-Q, along with the other information contained in this prospectus, as updated by
our subsequent filings under the Securities Exchange Act of 1934, as amended (the �Exchange Act�). Except as otherwise required by applicable
securities laws, we undertake no obligation to publicly update or revise any forward-looking statements, whether as a result of new information,
future events, changed circumstances, or any other reason, after the date of this prospectus.

AVAILABLE INFORMATION

We are subject to the informational requirements of the Exchange Act, and file reports, proxy statements and other information with the
Commission. We have also filed a registration statement on Form S-3 with the Commission. This prospectus, which forms part of the
registration statement, does not have all of the information contained in the registration statement. You may read, free of charge, and copy, at the
prescribed rates, any reports, proxy statements and other information, including the registration statement, at the Commission�s Public Reference
Room at 100 F Street, N.E., Washington, D.C. 20549. The public may obtain information concerning
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the operation of the Public Reference Room by calling the Commission at 1-800-SEC-0330. The Commission also maintains a website that
contains reports, proxy statements and other information, including the registration statement. The website address is: http://www.sec.gov.
Hovnanian�s Class A Common Stock is listed on the New York Stock Exchange, and reports, proxy statements and other information also can be
inspected at the offices of the New York Stock Exchange, 20 Broad Street, New York, New York 10005.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

This prospectus is part of a registration statement filed with the Commission. The Commission allows us to �incorporate by reference� selected
documents we file with it, which means that we can disclose important information to you by referring you to those documents. The information
in the documents incorporated by reference is considered to be part of this prospectus, and information in documents that we file later with the
Commission will automatically update and supersede this information.

We incorporate by reference the documents listed below filed under Section 13(a), 13(c), 14 or 15(d) of the Exchange Act. Information
furnished under Item 2.02 or Item 7.01 of our Current Reports on Form 8-K is not incorporated by reference in this prospectus.

Hovnanian has filed the following documents with the Commission and these documents are incorporated herein by reference:

� Amendment No. 1 to Annual Report on Form 10-K/A for the fiscal year ended October 31, 2010, Registration File No. 1-8551;

� The portions of Hovnanian�s definitive proxy statement on Schedule 14A that were deemed �filed� with the Commission under the
Exchange Act on January 31, 2011;

� Quarterly Report on Form 10-Q for the quarter ended January 31, 2010, Registration File No. 1-8551;

� Current Reports on Form 8-K filed on February 9, 2011, February 15, 2011, February 28, 2011 and March 17, 2011, Registration
File Nos. 1-8551;

� The description of the Company�s Class A Common Stock contained in the Registration Statement on Form 8-A filed on March 13,
2001, including any amendment or reports filed for the purpose of updating such description, Registration File No. 1-8551; and

� The description of the Company�s Preferred Stock Purchase Rights contained in the Registration Statement on Form 8-A filed on
August 14, 2008, Registration File No. 1-8551.

All documents filed by Hovnanian pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange Act subsequent to the date of this registration
statement and prior to the effectiveness of this registration statement, and all such documents filed by Hovnanian subsequent to the date of this
prospectus and prior to the termination of the offerings made by this prospectus are to be incorporated herein by reference. Any statement
contained in a document incorporated or deemed to be incorporated by reference herein shall be deemed to be modified or superseded for
purposes of this registration statement and this prospectus to the extent that a statement contained herein or in any other subsequently filed
document which also is incorporated or deemed to be incorporated by reference herein modifies or supersedes such statement. Any such
statement so modified or superseded shall not be deemed, except as so modified or superseded, to constitute a part of this prospectus.

Hovnanian makes available through its website its annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K,
and amendments to these reports filed or furnished pursuant to Section 13(d) or 15(d) of the Exchange Act as soon as reasonably practicable
after they are filed with, or furnished to, the Commission. In addition, Hovnanian will provide without charge to each person, including any
beneficial owner, to whom a copy of this prospectus is delivered, upon the written or oral request of such person,
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a copy of any or all of the information incorporated by reference in this prospectus, other than exhibits to such information (unless such exhibits
are specifically incorporated by reference into the information that this prospectus incorporates). Requests for such copies should be directed to
Brad O�Connor, Vice President and Corporate Controller, Hovnanian Enterprises, Inc., 110 West Front Street, P.O. Box 500, Red Bank, New
Jersey 07701 (telephone: (732) 747-7800).

THE COMPANY

Overview

We design, construct, market, and sell single-family detached homes, attached townhomes and condominiums, mid-rise condominiums, urban
infill and active adult homes in planned residential developments and are one of the nation�s largest builders of residential homes. Founded in
1959 by Kevork Hovnanian, the Company was incorporated in New Jersey in 1967 and reincorporated in Delaware in 1983. Since the
incorporation of our predecessor company and including unconsolidated joint ventures, we have delivered in excess of 291,000 homes, including
5,009 homes in fiscal 2010. The Company consists of two distinct operations: homebuilding and financial services. Our homebuilding
operations consist of six segments: Northeast, Mid-Atlantic, Midwest, Southeast, Southwest and West. Our financial services operations provide
mortgage loans and title services to the customers of our homebuilding operations.

We are currently, excluding unconsolidated joint ventures, offering homes for sale in 192 communities in 40 markets in 18 states throughout the
United States. We market and build homes for first-time buyers, first-time and second-time move-up buyers, luxury buyers, active adult buyers,
and empty nesters. We offer a variety of home styles at base prices ranging from $34,000 (low income housing) to $1,660,000 with an average
sales price, including options, of $281,000 nationwide in fiscal 2010.

Corporate Information

Our principal executive offices are located at 110 West Front Street, P.O. Box 500, Red Bank, New Jersey 07701, our telephone number is
(732)747-7800, and our Internet website address is www.khov.com. Information on or accessible through our website is not a part of this
prospectus.

RISK FACTORS

An investment in our securities involves a high degree of risk. Certain risks relating to us and our business are described under the headings
�Business� and �Risk Factors� in Amendment No. 1 to our Annual Report on Form 10-K/A for the year ended October 31, 2010, filed with the
Commission on January 25, 2011, and under the heading �Risk Factors� in our Quarterly Report on Form 10-Q for the quarter ended January 31,
2011, filed with the Commission on March 4, 2011, which are incorporated by reference into this prospectus and which you should carefully
review and consider, along with the other information contained in this prospectus or incorporated by reference herein, as updated by our
subsequent filings under the Exchange Act, before making an investment in any of our securities. Additional risks, as well as updates or changes
to the risks described in the documents incorporated by reference herein, may be included in any applicable prospectus supplement. Our
business, financial condition or results of operations could be materially adversely affected by any of these risks. The market or trading price of
our securities could decline due to any of these risks, and you may lose all or part of your investment. In addition, please read the section of this
prospectus captioned �Forward-Looking Statements�, in which we describe additional uncertainties associated with our business and the
forward-looking statements included or incorporated by reference in this prospectus. Please note that additional risks not presently known to us
or that we currently deem immaterial may also impair our business and operations.

Investment in any securities offered pursuant to this prospectus involves risks and uncertainties. If one or more of the events discussed in the risk
factors were to occur, our business, financial condition, results of operations or liquidity, as well as the value of an investment in our securities,
could be materially adversely affected.
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RATIOS OF EARNINGS TO FIXED CHARGES AND

EARNINGS TO COMBINED FIXED CHARGES AND PREFERRED STOCK DIVIDENDS

For purposes of computing the ratio of earnings to fixed charges and the ratio of earnings to combined fixed charges and preferred stock
dividends, earnings consist of earnings from continuing operations before income taxes and income or loss from equity investees, plus fixed
charges and distributed income of equity investees, less interest capitalized. Fixed charges consist of all interest incurred, plus that portion of
operating lease rental expense (33%) deemed to be representative of interest, plus the amortization of debt issuance costs and bond discounts.
Combined fixed charges and preferred stock dividends consist of fixed charges and preferred stock dividends declared. Due to covenant
restrictions, we have been prohibited from paying dividends beginning with the first quarter of fiscal year 2008. The following table sets forth
the ratios of earnings to fixed charges and the ratios of earnings to combined fixed charges and preferred stock dividends for each of the periods
indicated:

Three Months Ended Year Ended October 31,
January 31,

2011 2010 2009 2008 2007 2006
Ratio of earnings to fixed charges (a) (a) (a) (a) (a) 1.8
Ratio of earnings to combined fixed charges and preferred stock
dividends (b) (b) (b) (b) (b) 1.7

(a) Earnings for the three months ended January 31, 2011 and the years ended October 31, 2010, 2009, 2008 and 2007 were insufficient to
cover fixed charges for such period by $63.1 million, $273.8 million, $628.3 million, $1,153.5 million and $684.6 million, respectively.

(b) Earnings for the three months ended January 31, 2011 and the years ended October 31, 2010, 2009, 2008 and 2007 were insufficient to
cover fixed charges and preferred stock dividends for such period by $63.1 million, $273.8 million, $628.3 million, $1,153.5 million and
$695.6 million, respectively. Due to restrictions in our indentures on our senior secured, senior, and senior subordinated notes, we are
currently prohibited from paying dividends on our preferred stock and did not make any dividend payments in the first quarter of fiscal
2011 or in fiscal 2010, 2009 and 2008. In fiscal 2007 and 2006, we paid $10.7 million of dividends on our preferred stock.

USE OF PROCEEDS

Unless otherwise provided in the applicable prospectus supplement, the net proceeds from the sale of the securities offered by this prospectus
and each prospectus supplement, the �offered securities�, will be used for general corporate purposes, which may include working capital needs,
the refinancing or repayment of existing indebtedness, capital expenditures, expansion of the business and acquisitions. If any of the net
proceeds from the offered securities will be used for acquisitions, we will identify the acquisition in the applicable prospectus supplement. The
net proceeds may be invested temporarily in short-term securities or to repay short-term debt until they are used for their stated purpose.

DESCRIPTION OF DEBT SECURITIES

The following description of the terms of the debt securities sets forth certain general terms that may apply to the debt securities that may be
offered from time to time pursuant to this prospectus. The particular terms of any debt securities will be described in the prospectus supplement
relating to those debt securities. Accordingly, for a description of the terms of a particular issue of debt securities, reference must be made to
both the prospectus supplement relating thereto and the following description. The specific terms of debt securities as described in the applicable
prospectus supplement will supplement and, if applicable, may modify or replace the general terms described in this prospectus.

5

Edgar Filing: JUNIPER NETWORKS INC - Form 10-Q

Table of Contents 73



Table of Contents

In this section, references to �Hovnanian� mean Hovnanian Enterprises, Inc. and do not include K. Hovnanian or any of its subsidiaries and
references to �K. Hovnanian� mean K. Hovnanian Enterprises, Inc. and do not include any of its subsidiaries.

The debt securities issued by K. Hovnanian, which we refer to as the �K. Hovnanian Debt Securities� may be issued either separately, or together
with, upon conversion of or in exchange for, other securities. The K. Hovnanian Debt Securities will either be secured or unsecured senior
obligations, which we refer to as the �K Hovnanian Senior Debt Securities�, unsecured senior subordinated obligations, which we refer to as the
�K. Hovnanian Senior Subordinated Debt Securities� or unsecured subordinated obligations, which we refer to as the �K. Hovnanian Subordinated
Debt Securities�, of K. Hovnanian. The K. Hovnanian Debt Securities will be guaranteed by Hovnanian, may be guaranteed by other subsidiaries
of Hovnanian and will be issued:

� in the case of K. Hovnanian Senior Debt Securities, under one or more Senior Indentures, each a �K. Hovnanian Senior Debt
Indenture�, among K. Hovnanian, Hovnanian and any subsidiaries of Hovnanian, as guarantors, and the trustee specified in the
applicable prospectus supplement;

� in the case of K. Hovnanian Senior Subordinated Debt Securities, under a Senior Subordinated Indenture, the �K. Hovnanian Senior
Subordinated Debt Indenture�, among K. Hovnanian, Hovnanian and any subsidiaries of Hovnanian, as guarantors, and the trustee
specified in the applicable prospectus supplement; and

� in the case of K. Hovnanian Subordinated Debt Securities, under a Subordinated Indenture, the �K. Hovnanian Subordinated Debt
Indenture�, among K. Hovnanian, Hovnanian and any subsidiaries of Hovnanian, as guarantors, and the trustee specified in the
applicable prospectus supplement.

Each K. Hovnanian Senior Debt Indenture, the K. Hovnanian Senior Subordinated Debt Indenture and the K. Hovnanian Subordinated Debt
Indenture are sometimes referred to in this description individually as a �K. Hovnanian Indenture� and collectively as the �K. Hovnanian
Indentures�.

The debt securities issued by Hovnanian, which we refer to as the �Hovnanian Debt Securities� may be issued either separately, or together with,
upon conversion of or in exchange for, other securities. The Hovnanian Debt Securities will either be unsecured senior obligations, which we
refer to as the �Hovnanian Senior Debt Securities� and together with the �K. Hovnanian Senior Debt Securities, the �Senior Debt Securities�,
unsecured senior subordinated obligations, which we refer to as the �Hovnanian Senior Subordinated Debt Securities� and together with the
�K. Hovnanian Senior Subordinated Debt Securities, the �Senior Subordinated Debt Securities�, or unsecured subordinated obligations, which we
refer to as the �Hovnanian Subordinated Debt Securities� and together with the �K. Hovnanian Subordinated Debt Securities, the �Subordinated
Debt Securities�, of Hovnanian. The Hovnanian Debt Securities may be guaranteed by subsidiaries of Hovnanian and will be issued:

� in the case of Hovnanian Senior Debt Securities, under a Senior Indenture, the �Hovnanian Senior Debt Indenture�, among Hovnanian,
any subsidiaries of Hovnanian, as guarantors, and the trustee specified in the applicable prospectus supplement;

� in the case of Hovnanian Senior Subordinated Debt Securities, under a Senior Subordinated Indenture, the �Hovnanian Senior
Subordinated Debt Indenture�, among Hovnanian, any subsidiaries of Hovnanian, as guarantors, and the trustee specified in the
applicable prospectus supplement; and

� in the case of Hovnanian Subordinated Debt Securities, under a Subordinated Indenture, the �Hovnanian Subordinated Debt
Indenture�, among Hovnanian, any subsidiaries of Hovnanian, as guarantors, and the trustee specified in the applicable prospectus
supplement.

The Hovnanian Senior Debt Indenture, the Hovnanian Senior Subordinated Debt Indenture and the Hovnanian Subordinated Debt Indenture are
sometimes referred to in this description individually as a �Hovnanian Indenture� and collectively as the �Hovnanian Indentures�.
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Each K. Hovnanian Senior Indenture and the Hovnanian Senior Indenture are sometimes referred to in this description individually as a �Senior
Debt Indenture� and collectively as the �Senior Debt Indentures�. The K. Hovnanian Senior Subordinated Debt Indenture and the Hovnanian Senior
Subordinated Debt Indenture are sometimes referred to in this description individually as a �Senior Subordinated Debt Indenture� and collectively
as the �Senior Subordinated Debt Indentures�. The K. Hovnanian Subordinated Debt Indenture and the Hovnanian Subordinated Debt Indenture
are sometimes referred to individually as a �Subordinated Debt Indenture� and collectively as the �Subordinated Debt Indentures�. The
K. Hovnanian Indentures and the Hovnanian Indentures are sometimes referred to in this description individually as an �Indenture� and
collectively as the �Indentures�.

This summary of the terms and provisions of the debt securities and the Indentures is not complete, and we refer you to the copies of the
Indentures, which are filed as exhibits to the registration statement of which this prospectus forms a part. Whenever we refer to particular
defined terms of the Indentures in this section or in a prospectus supplement, we are incorporating these definitions into this prospectus or the
prospectus supplement.

None of the Indentures limits the amount of debt securities that may be issued thereunder, and the unsecured Indentures provide that the debt
securities may be issued from time to time in one or more series. The unsecured Indentures permit the appointment of a different trustee for each
series of debt securities. Wherever particular sections or defined terms of the applicable Indenture are referred to, those sections or defined terms
are incorporated herein by reference as part of the statement made, and the statement is qualified in its entirety by the reference. For purposes of
the summaries set forth below, �issuer� shall refer to K. Hovnanian in the case of the K. Hovnanian Debt Securities and the K. Hovnanian
Indentures and to Hovnanian in the case of the Hovnanian Debt Securities and the Hovnanian Indentures. �Obligors� refers to Hovnanian and any
subsidiaries of Hovnanian, as guarantors, the �guarantors�, in the case of the Hovnanian Debt Securities and the Hovnanian Indentures, and to
K. Hovnanian and Hovnanian and any subsidiaries of Hovnanian, as guarantors, the �guarantors�, in the case of the K. Hovnanian Debt Securities
and the K. Hovnanian Indentures.

Provisions Applicable to Senior, Senior Subordinated and Subordinated Debt Securities

General. The Hovnanian Debt Securities will be unsecured senior, senior subordinated or subordinated obligations of Hovnanian and the
K. Hovnanian Debt Securities will be secured or unsecured senior, unsecured senior subordinated or unsecured subordinated obligations of
K. Hovnanian, except that, under specified circumstances, K. Hovnanian may be released from these obligations. See �Conditions for Release of
K. Hovnanian�. Unless otherwise specified in any prospectus supplement, the Senior Debt Securities will rank equally in right of payment with
all of the other senior obligations of Hovnanian or K. Hovnanian, as applicable, and the Senior Subordinated Debt Securities and the
Subordinated Debt Securities will have such terms with respect to rank and priority as described under �Provisions Applicable Solely to Senior
Subordinated Debt Securities and Subordinated Debt Securities � Subordination�. Except to the extent described in any prospectus supplement, the
Indentures do not, and the debt securities will not, contain any covenants or other provisions that are intended to afford holders of the debt
securities special protection in the event of either a change of control of Hovnanian (except with respect to secured senior obligations of
K. Hovnanian) or a highly leveraged transaction by Hovnanian.

We refer you to the applicable prospectus supplement for the following terms of, and information relating to, the debt securities being offered,
the �Offered Debt Securities�, to the extent these terms are applicable to Offered Debt Securities:

� the title of the Offered Debt Securities;

� the lien priority and collateral securing secured senior obligations of K. Hovnanian;

� classification as K. Hovnanian Senior Debt Securities, K. Hovnanian Senior Subordinated Debt Securities, K. Hovnanian
Subordinated Debt Securities, Hovnanian Senior Debt Securities, Hovnanian
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Senior Subordinated Debt Securities or Hovnanian Subordinated Debt Securities, aggregate principal amount, purchase price and
denomination, and whether the Offered Debt Securities will be guaranteed by Hovnanian and/or by the subsidiary guarantors of
Hovnanian as described under �� Description of Guarantees� below;

� the date or dates on which the principal of the Offered Debt Securities is payable;

� the method by which amounts payable in respect of principal, premium, if any, or interest, if any, on or upon the redemption of the
Offered Debt Securities may be calculated;

� the interest rate or rates, or the method by which it will be determined, and the date or dates from which the interest, if any, will
accrue;

� the date or dates on which the interest, if any, will be payable;

� the place or places where and the manner in which the principal of, premium, if any, and interest, if any, on the Offered Debt
Securities will be payable and the place or places where the Offered Debt Securities may be presented for transfer;

� the right, if any, or obligation, if any, of Hovnanian or K. Hovnanian to redeem, repay or purchase the Offered Debt Securities
pursuant to any sinking fund, amortization payments or analogous provisions, at the option of Hovnanian or K. Hovnanian or at the
option of a holder thereof, and the period or periods within which, the price or prices or the method by which such price or prices
will be determined, or both at which, the form or method of payment therefor if other than in cash and the terms and conditions upon
which the Offered Debt Securities will be redeemed, repaid or purchased pursuant to the obligation;

� the terms for conversion or exchange, if any, of the Offered Debt Securities;

� any provision relating to the issuance of the Offered Debt Securities at an original issue discount;

� if the amounts of payments of principal of, premium, if any, and interest, if any, on the Offered Debt Securities are to be determined
with reference to an index, the manner in which those amounts will be determined;

� any applicable United States federal income tax consequences;

� the currency or currencies for which the Offered Debt Securities may be purchased and the currency or currencies in which
principal, premium, if any, and interest, if any, may be payable;

� the trustee with respect to the series of Offered Debt Securities; and

� any other specific terms of the Offered Debt Securities, including any deleted, modified or additional Events of Default or remedies
or additional covenants provided with respect to the Offered Debt Securities, and any terms that may be required by or advisable
under applicable laws or regulations.
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Unless otherwise specified in any prospectus supplement, the debt securities will be issuable in registered form and in denominations of $2,000
and integral multiples of $1,000 in excess thereof. No service charge will be made for any transfer or exchange of any debt securities but the
issuer or trustee may require payment of a sum sufficient to cover any tax or other governmental charge, payable in connection therewith.

Debt securities may bear interest at a fixed rate or a floating rate. Debt securities bearing no interest or interest at a rate that at the time of
issuance is below the prevailing market rate may be issued at an initial offering price below their stated principal amount. Special United States
federal income tax considerations applicable to discounted debt securities or to other debt securities that are treated as having been issued at a
discount for United States federal income tax purposes will be described in the applicable prospectus supplement.

Unless otherwise specified in any prospectus supplement, in determining whether the holders of the requisite aggregate principal amount of
outstanding debt securities of any series have given any request, demand,
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authorization, direction, notice, consent or waiver under the Indentures, the principal amount of any series of debt securities originally issued at a
discount from their stated principal amount that will be deemed to be outstanding for such purposes will be the amount of the principal thereof
that would be due and payable as of the date of the determination upon a declaration of acceleration of the maturity thereof.

Description of Guarantees. Hovnanian will fully and unconditionally guarantee, pursuant to the K. Hovnanian Indentures, the due and prompt
payment of the principal of and premium, if any, and interest on the K. Hovnanian Debt Securities and all other obligations of K. Hovnanian to
the holders of the K. Hovnanian Debt Securities and the trustee under the K. Hovnanian Indentures when and as the same shall become due and
payable, whether at the stated maturity, by declaration of acceleration, call for redemption or otherwise. Any series of debt securities of
Hovnanian may be guaranteed by, and any series of debt securities of K. Hovnanian may be further guaranteed by, certain subsidiaries of
Hovnanian, the �subsidiary guarantees�, as provided in the applicable prospectus supplement relating to such series. If debt securities are
guaranteed by subsidiary guarantors, that subsidiary guarantee will be set forth in the applicable indenture or in a supplemental indenture.

Payments with respect to the guarantee by Hovnanian of the K. Hovnanian Senior Subordinated Debt Securities and K. Hovnanian Subordinated
Debt Securities will be subordinated in right of payment to the prior payment in full of all Senior Indebtedness of Hovnanian to the same extent
and manner that payments with respect to the K. Hovnanian Senior Subordinated Debt Securities and K. Hovnanian Subordinated Debt
Securities are subordinated in right of payment to the prior payment in full of all Senior Indebtedness of K. Hovnanian as described under
�Provisions Applicable Solely to Senior Subordinated Debt Securities and Subordinated Debt Securities� below. Likewise, payments with respect
to subsidiary guarantees of Senior Subordinated Debt Securities and Subordinated Debt Securities will be subordinated in right of payment to the
prior payment in full of all Senior Indebtedness of each such subsidiary guarantor to the same extent and manner that payments with respect to
the Senior Subordinated Debt Securities and Subordinated Debt Securities are subordinated in right of payment to the prior payment in full of all
Senior Indebtedness of the issuer of such debt securities as described under �Provisions Applicable Solely to Senior Subordinated Debt Securities
and Subordinated Debt Securities� below.

Global Securities. The Offered Debt Securities may be issued in whole or in part in the form of one or more global securities, the �global
securities�, that will be deposited with or on behalf of a depositary, �the depositary�, identified in the prospectus supplement relating to such series.
Global securities may be issued only in fully registered form and in either temporary or permanent form. Unless and until it is exchanged in
whole or in part for the individual debt securities represented thereby, a global security:

� may not be transferred except as a whole; and

� may only be transferred

� by the depositary for the global security to its nominee,

� by a nominee of the depositary to the depositary or another nominee of the depositary, or

� by the depositary or any nominee to a successor depositary or nominee of the successor depositary.
The specific terms of the depositary arrangement with respect to Offered Debt Securities will be described in the prospectus supplement relating
to such series. Hovnanian and K. Hovnanian anticipate that the following provisions generally will apply to all depositary arrangements.

Upon the issuance of a global security, the depositary for that global security or its nominee will credit, on its book-entry registration and
transfer system, the respective principal amounts of the individual debt securities represented by that global security to the accounts of persons
that have accounts with such depositary. Those
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accounts will be designated by the dealers, underwriters or agents with respect to those debt securities or by the issuer if the debt securities are
offered and sold directly by the issuer. Ownership of beneficial interests in a global security will be limited to persons that have accounts with
the applicable depositary, participants, or persons that may hold interests through participants. Ownership of beneficial interests in a global
security will be shown on, and the transfer of that ownership will be effected only through, records maintained by the applicable depositary or its
nominee, with respect to interests of participants, and the records of participants, with respect to interests of persons other than participants. The
laws of some states require that certain purchasers of securities take physical delivery of these securities in definitive form. These limits and
laws may impair the ability to transfer beneficial interests in a global security.

As long as the depositary for a global security or its nominee is the registered owner of the global security, the depositary or its nominee, as the
case may be, will be considered the sole owner or holder of the debt securities of the series represented by that global security for all purposes
under the Indenture governing those debt securities. Except as provided below, owners of beneficial interests in a global security will not be
entitled to have any of the individual debt securities of the series represented by the global security registered in their names, will not receive or
be entitled to receive physical delivery of any of those debt securities in definitive form and will not be considered the owners or holders thereof
under the Indenture governing those debt securities.

Payment of principal of, premium, if any, and interest, if any, on individual debt securities represented by a global security registered in the
name of a depositary or its nominee will be made to the depositary or its nominee, as the case may be, as the registered owner of the global
security representing the debt securities. Hovnanian and K. Hovnanian expect that the depositary for a series of debt securities or its nominee,
upon receipt of any payment of principal, premium, if any, and interest, if any, in respect of a global security representing any of those debt
securities, will immediately credit participants� accounts with payments in amounts proportionate to their respective beneficial interests in the
principal amount of the global security for those securities as shown on the records of such depositary or its nominee. Hovnanian and
K. Hovnanian also expect that payments by participants to owners of beneficial interests in the global security held through the participants will
be governed by standing instructions and customary practices, as is now the case with securities held for the accounts of customers in bearer
form or registered in �street name.� These payments will be the responsibility of the participants. Neither Hovnanian, K. Hovnanian, the trustee for
such debt securities, any paying agent nor the registrar for the debt securities will have any responsibility or liability for any aspect of the records
relating to or payments made on account of beneficial ownership interests of the global security for the debt securities or for maintaining,
supervising or reviewing any records relating to beneficial ownership interests.

If the depositary for a series of debt securities is at any time unwilling, unable or ineligible to continue as depositary and a successor depositary
is not appointed by the issuer within 90 days, the issuer will issue individual debt securities of the applicable series in exchange for the global
security representing the applicable series of debt securities. In addition, an issuer may at any time and in its sole discretion, subject to any
limitations described in the prospectus supplement relating to such debt securities, determine not to have any debt securities of a series
represented by a global security and, in such event, will issue individual debt securities of the applicable series in exchange for the global
security representing the applicable series of debt securities. Further, if an issuer so specifies with respect to the debt securities of a series, an
owner of a beneficial interest in a global security representing debt securities of that series may, on terms acceptable to the issuer, the trustee and
the depositary for the global security, receive individual debt securities of the applicable series in exchange for beneficial interests, subject to
any limitations described in the prospectus supplement relating to the debt securities. In this instance, an owner of a beneficial interest in a
global security will be entitled to physical delivery of individual debt securities of the series represented by the applicable global security equal
in principal amount to the beneficial interest and to have the debt securities registered in its name. Individual debt securities of the series so
issued will be issued in registered form and in denominations, unless otherwise specified in the applicable prospectus supplement relating to that
series of debt securities, of $2,000 and integral multiples of $1,000 in excess thereof.
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Events of Default. Unless otherwise specified in the applicable prospectus supplement, an Event of Default is defined under each Indenture with
respect to the debt securities of any series issued under the applicable Indenture as being:

� default in the payment of principal of or premium, if any, with respect to debt securities of the applicable series when due;

� default in the payment of any installment of interest on any of the debt securities of that series when due, continued for 30 days;

� default in the payment or satisfaction of any sinking fund or other purchase obligation with respect to debt securities of that series
when due;

� default in the performance of any other covenant of any of the obligors� applicable to debt securities of that series after written notice
to the obligors by the trustee or to the obligors and the trustee, by the holders of at least 25% in aggregate principal amount of the
debt securities of that series then outstanding requiring the same to be remedied and after giving effect to any applicable grace
period; and

� specified events of bankruptcy, insolvency or reorganization of the issuer.
An Event of Default with respect to secured senior obligations of K. Hovnanian is also defined under the applicable K. Hovnanian Senior Debt
Indenture to include the following, as further described in the applicable prospectus supplement:

� with respect to any obligor, acceleration of principal payments of indebtedness (other than non-recourse indebtedness), payment
defaults on principal or interest on indebtedness (other than non-recourse indebtedness), or one or more final judgments, in each case
in amounts aggregating $10 million or more, after giving effect to the applicable grace period;

� the failure of any guarantee of certain significant subsidiaries of Hovnanian to be in full force and effect or the denial by any
guarantor of its liability under its guarantee; and

� the termination of or failure of the liens securing any material portion of the collateral securing such secured senior obligations of
K. Hovnanian to be valid and perfected or the termination of or failure of the applicable security documents to be in full force and
effect, after giving effect to the applicable grace period (in each case with certain exceptions).

If any Event of Default shall occur and be continuing, the trustee or the holders of not less than 25% in aggregate principal amount of the debt
securities of that series then outstanding, by notice in writing to Hovnanian or K. Hovnanian, as applicable, and to the trustee, if given by the
holders, may declare the principal, or, in the case of any series of debt securities originally issued at a discount from their stated principal
amount, the portion of the principal amount as may be specified in the terms of that series, of all of the debt securities of that series and the
interest, if any, accrued thereon to be due and payable immediately. Subject to the conditions set forth in each Indenture, the declaration
described in the preceding sentence may be rescinded by notice in writing to Hovnanian or K. Hovnanian, as applicable, and the trustee by
holders of a majority in aggregate principal amount of the debt securities of the series then outstanding. This rescission will rescind and annul
any declaration made pursuant to the first sentence of this paragraph and its consequences if all defaults under such Indenture are cured or
waived.

Each Indenture provides that no holder of any series of debt securities then outstanding may institute any suit, action or proceeding with respect
to, or otherwise attempt to enforce, that Indenture, unless:
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� the holder previously gave the trustee written notice of default and of the continuance thereof;

� the holders of not less than 25% in aggregate principal amount of the applicable series of debt securities then outstanding made
written request to the trustee to institute the suit, action or proceeding and offered to the trustee reasonable indemnity as it may
require with respect thereto; and
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� the trustee, for 60 days after its receipt of the notice, request and offer of indemnity, neglected or refused to institute any action, suit
or proceeding.

Subject to the subordination provisions applicable to the Senior Subordinated Debt Securities and the Subordinated Debt Securities, the right,
described in the above bullet points, of any holder of any debt security to receive payment of the principal of, premium, if any, or interest, if any,
on that debt security, on or after the respective due dates, or to institute suit for the enforcement of any payment shall not be impaired or affected
without the consent of the holder.

The holders of a majority in aggregate principal amount of the debt securities of the series then outstanding may direct the time, method and
place of conducting any proceeding for any remedy available to the trustee or exercising any trust or power conferred on the trustee with respect
to the debt securities of that series, provided that the trustee may decline to follow that direction if the trustee determines that the action or
proceeding is unlawful or would involve the trustee in personal liability.

Hovnanian and/or K. Hovnanian, as applicable, are required to furnish annually to the trustee a certificate as to compliance by Hovnanian and/or
K. Hovnanian, as applicable, with all conditions and covenants under each Indenture.

Covenants. The covenants, if any, that will apply to the particular Offered Debt Securities will be as described in the applicable prospectus
supplement relating to such Offered Debt Securities. Except as described herein and as otherwise specified in the applicable prospectus
supplement with respect to any Offered Debt Securities, Hovnanian and/or K. Hovnanian as applicable may remove or add covenants without
the consent of holders of the debt securities.

Discharge and Defeasance. Unless otherwise specified in the applicable prospectus supplement, Hovnanian and/or K. Hovnanian, as applicable,
can discharge or defease their respective obligations with respect to any series of debt securities as described below.

Unless otherwise specified in any prospectus supplement, Hovnanian or K. Hovnanian, as applicable, may discharge all of its obligations, except
those described below, to holders of any series of debt securities issued under any Indenture that have not already been delivered to the trustee
for cancellation and that have either become due and payable, or are by their terms due and payable within one year or are to be called for
redemption within one year, by irrevocably depositing with the trustee cash or U.S. Government Obligations, as defined in the Indenture, or a
combination thereof, as trust funds in an amount to be sufficient to pay when due the principal of, premium, if any, and interest, if any, on all
outstanding debt securities of that series and to make any mandatory sinking fund payments, if any, thereon when due.

Unless otherwise provided in the applicable prospectus supplement, Hovnanian or K. Hovnanian, as applicable, may also elect at any time to
defease and be discharged from all of its obligations, except those described below, to holders of any series of debt securities issued under each
Indenture, �defeasance�, or be released from all of their obligations with respect to specified covenants and certain events of default applicable to
any series of debt securities issued under each Indenture, �covenant defeasance�, if, among other things:

� Hovnanian or K. Hovnanian, as applicable, irrevocably deposit with the trustee cash or U.S. Government Obligations, or a
combination thereof, as trust funds in an amount to be sufficient to pay when due the principal of, premium, if any, and interest, if
any, on all outstanding debt securities of the applicable series and to make any mandatory sinking fund payments, if any, thereon
when due;

� the deposit will not result in a breach or violation of, or cause a default under, any material agreement or instrument (other than the
Indenture) to which either Hovnanian or K. Hovnanian, as applicable, is a party or by which it is bound; and
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� Hovnanian or K. Hovnanian, as applicable, deliver to the trustee an opinion of counsel to the effect that the holders of the applicable
series of debt securities will not recognize income, gain or loss for United States federal income tax purposes as a result of the
defeasance or covenant defeasance and that defeasance will not otherwise alter the United States federal income tax treatment of the
holders� principal of and interest payments, if any, on that series of debt securities.

In the case of defeasance, the opinion must be based on a ruling of the Internal Revenue Service or a change in United States federal income tax
law occurring after the date of the Indenture relating to the debt securities of such series, because this result would not occur under current tax
law.

Notwithstanding the foregoing, no discharge, defeasance or covenant defeasance described above will affect the following obligations to, or
rights of, the holders of any series of debt securities:

� rights of registration of transfer and exchange of debt securities of the applicable series;

� rights of substitution of mutilated, defaced, destroyed, lost or stolen debt securities of the applicable series;

� rights of holders of debt securities of the applicable series to receive payments of principal thereof, premium, if any, and interest, if
any, thereon, upon the original due dates therefore, but not upon acceleration, and to receive mandatory sinking fund payments
thereon when due, if any;

� rights, obligations, duties and immunities of the trustee;

� rights of holders of debt securities of a series as beneficiaries with respect to property so deposited with the trustee payable to all or
any of them; and

� obligations of Hovnanian or K. Hovnanian, as applicable, to maintain an office or agency in respect of debt securities of the series.
Hovnanian or K. Hovnanian, as applicable, may exercise the defeasance option with respect to any series of debt securities notwithstanding the
prior exercise of the covenant defeasance option with respect to any series of debt securities. If Hovnanian or K. Hovnanian, as applicable,
exercises the defeasance option with respect to any series of debt securities, payment of that series of debt securities may not be accelerated
because of an Event of Default with respect to that series of debt securities. If Hovnanian or K. Hovnanian, as applicable, exercises the covenant
defeasance option with respect to any series of debt securities, payment of that series of debt securities may not be accelerated by reason of an
Event of Default with respect to the covenants to which such covenant defeasance is applicable. However, if acceleration were to occur by
reason of another Event of Default, the realizable value at the acceleration date of the cash and U.S. Government Obligations in the defeasance
trust could be less than the principal of, premium, if any, and interest, if any, and any mandatory sinking fund payments, if any, then due on the
series of debt securities, in that the required deposit in the defeasance trust is based upon scheduled cash flow rather than market value, which
will vary depending upon interest rates and other factors. In addition, if K. Hovnanian exercises its defeasance or covenant defeasance option
with respect to senior secured obligations of K. Hovnanian, the liens on the collateral granted under the security documents will be released.

Modification of the Indenture. Except as otherwise provided in the applicable prospectus supplement, each Indenture provides that the obligors
and the trustee may enter into supplemental indentures without the consent of the holders of the debt securities to:

� evidence the assumption by a successor entity of the obligations of any of the obligors under that Indenture, including in connection
with a transaction described under �� Consolidation, Merger, Sale or Conveyance�;
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� add covenants or new events of default for the protection of the holders of the debt securities;

� cure any ambiguity or defect or correct any inconsistency;

� establish the form and terms of debt securities of any series;

� evidence the acceptance of appointment by a successor trustee or, in the case of secured senior obligations of K. Hovnanian, a
successor collateral agent;

� secure, or add security for, the debt securities of the applicable series or provide for, or add, guarantees of the debt securities of any
series and evidence the termination or discharge of any guarantee of or lien securing the debt securities of such series when permitted
under the applicable Indenture;

� designate a bank or trust company other than the trustee specified in the applicable prospectus supplement to act as trustee for a
series of debt securities;

� subject to the following paragraph, modify the existing covenants and events of default solely in respect of, or add new covenants
and events of default that apply solely to, debt securities not yet issued and outstanding on the date of the supplemental indenture, if
applicable;

� provide for the issuance of debt securities of any series in uncertificated form in addition to or in place of certificated debt securities
of any series and exchangeability of those debt securities for fully registered debt securities;

� modify, eliminate or add to the provisions of the Indenture as necessary to effect the qualification of the Indenture under the
Trust Indenture Act of 1939 and to add provisions expressly permitted by that Act;

� modify the provisions to provide for the denomination of debt securities in foreign currencies that will not adversely affect the
interests of the holders of the debt securities in any material respect;

� to conform the text of the applicable Indenture, Offered Debt Securities or guarantees to this �Description of Debt Securities� or the
comparable provisions in the applicable prospectus supplement to the extent this �Description of Debt Securities� or such comparable
provision in a prospectus supplement was intended to be a verbatim recitation of a provision of such Indenture, Offered Debt
Securities or guarantees;

� make any other change with respect to the debt securities of any series that does not adversely affect the legal rights of holders of the
debt securities of such series; and

� in the case of secured senior obligations of K. Hovnanian, make certain amendments to the security documents relating thereto as
permitted by the applicable K. Hovnanian Senior Debt Indenture and as further described in the applicable prospectus supplement.

Each Indenture also contains provisions permitting the obligors and the trustee, with the consent of the holders of not less than a majority in
aggregate principal amount of debt securities of each series then outstanding and affected, to add any provisions to, or change in any manner or
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eliminate any of the provisions of, the applicable Indenture or any supplemental indenture or modify in any manner the rights of the holders of
the debt securities of that series; provided that the obligors and the trustee may not, without the consent of the holder of each outstanding debt
security affected thereby:

� change the stated final maturity of any debt security, reduce the principal amount thereof, reduce the rate or extend the time of
payment of interest (including default interest), if any, thereon, reduce or alter the method of computation of any amount payable on
redemption, repayment or purchase by the issuer, or in the case of secured senior obligations of K. Hovnanian, alter the provisions
relating to redemption and offers to repurchase provided in the applicable K. Hovnanian Senior Debt Indenture and as further
described in the applicable prospectus supplement, change the coin or currency in which principal, premium, if any, and interest, if
any, are payable, reduce the amount of the principal of any
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original issue discount security payable upon acceleration or provable in bankruptcy, waive certain defaults or Events of Default,
impair or affect the right to institute suit for the enforcement of any payment or repayment thereof or, if applicable, adversely affect
any right of prepayment at the option of the holder or make any change adverse to the interests of the holders in the terms and
conditions of the guarantee by Hovnanian or by the subsidiary guarantors, release any guarantee or all or substantially all of the
collateral (as applicable) otherwise than in accordance with the indenture and the security documents or modify the ranking or
priority of the debt securities of any series or any guarantees of the debt securities of such series; or

� reduce the stated percentage in aggregate principal amount of debt securities of any series issued under the Indenture, the consent of
which is required for any such amendment or waiver.

Consolidation, Merger, Sale or Conveyance. Except as otherwise provided in the applicable prospectus supplement, the K. Hovnanian
Indentures provide that K. Hovnanian or Hovnanian may, and the Hovnanian Indentures provide that Hovnanian may, without the consent of the
holders of debt securities, consolidate with, merge into or transfer, exchange or dispose of all of its properties to, any other corporation or
partnership (or other legal entity in the case of secured senior obligations of K. Hovnanian) organized under the laws of the United States, any
state thereof or the District of Columbia, provided that:

� the successor corporation or partnership (or other legal entity in the case of secured senior obligations of K. Hovnanian) assumes all
obligations of K. Hovnanian or Hovnanian, as the case may be, by supplemental indenture satisfactory in form to the applicable
trustee executed and delivered to that trustee, under the Indentures and the debt securities;

� immediately after giving effect to the consolidation, merger, exchange or other disposition, no Event of Default, and no event which,
after notice or lapse of time or both, would become an Event of Default, will have occurred and be continuing; and

� certain other conditions are met.
Conditions for Release of K. Hovnanian. Except as otherwise provided in a prospectus supplement, each K. Hovnanian Indenture provides that
K. Hovnanian may be released from its obligations under the K. Hovnanian Indenture and the K. Hovnanian Debt Securities, without the consent
of the holders of the K. Hovnanian Debt Securities of any series, provided that:

� Hovnanian or any successor to Hovnanian has assumed the obligations of K. Hovnanian under the K. Hovnanian Indenture and the
K. Hovnanian Debt Securities by supplemental indenture satisfactory in form to the applicable trustee executed and delivered to that
trustee;

� Hovnanian delivers to the trustee an opinion of counsel to the effect that the holders of K. Hovnanian Debt Securities will not
recognize income, gain or loss for United States federal income tax purposes as a result of the release of K. Hovnanian from its
obligations under the K. Hovnanian Indenture and the K. Hovnanian Debt Securities and that such release will not otherwise alter the
United States federal income tax treatment of the holders of the K. Hovnanian Debt Securities; and

� certain other conditions are met.
Provisions Applicable Solely to Senior Subordinated Debt Securities and Subordinated Debt Securities

Subordination. The Subordinated Debt Securities will be subordinate and junior in right of payment, to the extent described in the Subordinated
Debt Indentures, to all Senior Indebtedness of the obligors. The Senior Subordinated Debt Securities will be subordinate and junior in right of
payment, to the extent described in the Senior Subordinated Debt Indentures, to all Senior Indebtedness of the obligors. The Senior Subordinated
Debt Securities will rank senior to all existing and future Indebtedness of the obligors that is neither Senior Indebtedness of the obligors nor
Senior Subordinated Indebtedness and only Indebtedness of the obligors that is
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Senior Indebtedness of the obligors will rank senior to the Senior Subordinated Debt Securities in accordance with the subordination provisions
of the Senior Subordinated Debt Indentures.

Except as otherwise provided in the applicable prospectus supplement:

�Senior Indebtedness� of the obligors is defined in the Subordinated Debt Indentures and the Senior Subordinated Debt Indentures as Indebtedness
of the obligors outstanding at any time, other than the Indebtedness evidenced by such debt securities, except:

� any Indebtedness as to which, by the terms of the instrument creating or evidencing the same, it is provided that the Indebtedness is
not senior or prior in right of payment to such debt securities or is pari passu or subordinate by its terms in right of payment to such
debt securities;

� renewals, extensions and modifications of any such Indebtedness;

� any Indebtedness of the obligors to a wholly-owned Subsidiary of the obligors;

� any liability for federal, state or local taxes;

� interest accruing after the filing of a petition initiating certain events of bankruptcy or insolvency unless that interest is an allowed
claim enforceable against the obligor in a proceeding under federal or state bankruptcy laws; and

� trade payables.
�Senior Subordinated Indebtedness� of Hovnanian or K. Hovnanian, as applicable, is defined in the Senior Subordinated Debt Indentures as the
applicable Senior Subordinated Debt Securities and any other Indebtedness of Hovnanian or K. Hovnanian, as applicable, that ranks pari passu
with such Senior Subordinated Debt Securities. Any Indebtedness of Hovnanian or K. Hovnanian, as applicable, that is subordinate or junior by
its terms in right of payment to any other Indebtedness of Hovnanian or K. Hovnanian, as applicable, will be subordinate to Senior Subordinated
Indebtedness of Hovnanian or K. Hovnanian, as applicable, unless the instrument creating or evidencing the same or pursuant to which the same
is outstanding specifically provides that this Indebtedness is to rank pari passu with other Senior Subordinated Indebtedness of Hovnanian or
K. Hovnanian, as applicable, and is not subordinated by its terms to any Indebtedness of Hovnanian that is not Senior Indebtedness of
Hovnanian or K. Hovnanian, as applicable.

Senior Subordinated Indebtedness of Hovnanian as a guarantor of K. Hovnanian Senior Subordinated Debt Securities or of a subsidiary
guarantor will have a similar meaning.

Except as otherwise provided in the applicable prospectus supplement, the following subordination provisions will apply to the Senior
Subordinated Debt Securities and the Subordinated Debt Securities:

If:

� Hovnanian or K. Hovnanian, as applicable, should default in the payment of any principal of, premium, if any, or interest, if any, on
any Senior Indebtedness of Hovnanian or K. Hovnanian, as applicable, when the same becomes due and payable, whether at maturity
or at a date fixed for prepayment or by declaration of acceleration or otherwise, or
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� any other default with respect to Senior Indebtedness of Hovnanian or K. Hovnanian, as applicable, occurs and the maturity of the
Senior Indebtedness has been accelerated in accordance with its terms, then, upon written notice of the default to Hovnanian or
K. Hovnanian, as applicable, by the holders of the Senior Indebtedness or any trustee therefor, unless and until the default is cured or
waived or has ceased to exist or the acceleration has been rescinded, no direct or indirect payment, in cash, property or securities, by
set-off or otherwise, will be made or agreed to be made for principal of, premium, if
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any, or interest, if any, on any of the Senior Subordinated Debt Securities or the Subordinated Debt Securities, or in respect of any
redemption, retirement, purchase or other acquisition of the Senior Subordinated Debt Securities or the Subordinated Debt Securities
other than those made in capital stock of Hovnanian, or cash in lieu of fractional shares thereof.

If any default, other than a default described in the bullet points directly above, occurs under the Senior Indebtedness of Hovnanian or
K. Hovnanian, as applicable, pursuant to which the maturity thereof may be accelerated immediately or the expiration of any applicable grace
periods occurs, a �Senior Nonmonetary Default�, then, upon the receipt by Hovnanian or K. Hovnanian, as applicable, and the trustee of written
notice thereof, a �payment notice�, from or on behalf of holders of 25% or more of the aggregate principal amount of Senior Indebtedness
specifying an election to prohibit the payment and other action by Hovnanian or K. Hovnanian, as applicable, in accordance with the following
provisions of this paragraph Hovnanian or K. Hovnanian, as applicable, may not make any payment or take any other action that would be
prohibited by the bullet points directly above during the period, the �payment blockage period� commencing on the date of receipt of the payment
notice and ending on the earlier of:

� the date, if any, on which the holders of such Senior Indebtedness or their representative notify the trustee that the Senior
Nonmonetary Default is cured, waived or ceases to exist or the Senior Indebtedness to which the Senior Nonmonetary Default relates
is discharged, or

� the 120th day after the date of receipt of the payment notice.
Notwithstanding the provisions described in the immediately preceding bullet points, Hovnanian or K. Hovnanian, as applicable, may resume
payments on the Senior Subordinated Debt Securities and the Subordinated Debt Securities after the payment blockage period. After the
expiration of the initial payment blockage period, no subsequent payment blockage period may be commenced on the basis of a Senior
Nonmonetary Default which existed or was continuing on the date of the commencement of the initial payment blockage period until at least 270
consecutive days have elapsed from the last day of the initial payment blockage period.

If:

� without the consent of Hovnanian or K. Hovnanian, as applicable, a receiver, conservator, liquidator or trustee of Hovnanian or
K. Hovnanian, as applicable, or of any of its property is appointed by the order or decree of any court or agency or supervisory
authority having jurisdiction, and the decree or order remains in effect for more than 60 days, Hovnanian or K. Hovnanian, as
applicable, is adjudicated bankrupt or insolvent, any of its property is sequestered by court order and that order remains in effect for
more than 60 days, or a petition is filed against Hovnanian or K. Hovnanian, as applicable, under any state or federal bankruptcy,
reorganization, arrangement, insolvency, readjustment of debt, dissolution, liquidation or receivership law of any jurisdiction
whether now or hereafter in effect, and is not dismissed within 60 days after such filing;

� Hovnanian or K. Hovnanian, as applicable:

� commences a voluntary case or other proceeding seeking liquidation, reorganization, arrangement, insolvency, readjustment of
debt, dissolution, liquidation or other relief with respect to itself or its debt or other liabilities under any bankruptcy, insolvency or
other similar law now or hereafter in effect or seeking the appointment of a trustee, receiver, liquidator, custodian or other similar
official of it or any substantial part of its property;

� consents to any such relief or to the appointment of or taking possession by any of the above officials in an involuntary
case or other proceeding commenced against it;

� fails generally to, or cannot, pay its debts generally as they become due;
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� takes any corporate action to authorize or effect any of the foregoing; or

� any Subsidiary of the obligor takes, suffers or permits to exist any of the events or conditions referred to in any of the above bullet
points,

then all Senior Indebtedness of Hovnanian or K. Hovnanian, as applicable, including any interest thereon accruing after the commencement of
any proceedings, will first be paid in full before any payment or distribution, whether in cash, securities or other property, is made by the obligor
to any holder of Senior Subordinated Debt Securities or Subordinated Debt Securities on account of the principal of, premium, if any, or interest,
if any, on the Senior Subordinated Debt Securities or Subordinated Debt Securities, as the case may be.

Any payment or distribution, whether in cash, securities or other property, other than securities of Hovnanian or K. Hovnanian, as applicable, or
any other corporation provided for by a plan of reorganization or readjustment the payment of which is subordinate, at least to the extent
provided in the subordination provisions with respect to the indebtedness evidenced by the Senior Subordinated Debt Securities or the
Subordinated Debt Securities, to the payment of all Senior Indebtedness of the obligor then outstanding and to any securities issued in respect
thereof under a plan of reorganization or readjustment, that would otherwise, but for the subordination provisions, be payable or deliverable in
respect of the Senior Subordinated Debt Securities or the Subordinated Debt Securities of any series will be paid or delivered directly to the
holders of Senior Indebtedness of the obligor in accordance with the priorities then existing among such holders until all Senior Indebtedness of
Hovnanian or K. Hovnanian, as applicable, including any interest thereon accruing after the commencement of proceedings, has been paid in
full. In the event of any proceeding, after payment in full of all sums owing with respect to Senior Indebtedness of the obligor, the holders of
Senior Subordinated Debt Securities, together with the holders of any obligations of the obligor ranking on a parity with the Senior Subordinated
Debt Securities, will be entitled to be repaid from the remaining assets of Hovnanian or K. Hovnanian, as applicable, the amounts at that time
due and owing on account of unpaid principal of, premium, if any, or interest, if any, on the Senior Subordinated Debt Securities and such other
obligations before any payment or other distribution, whether in cash, property or otherwise, shall be made on account of any capital stock or
obligations of the obligor ranking junior to the Senior Subordinated Debt Securities, including the Subordinated Debt Securities, and such other
obligations.

If any payment or distribution of any character, whether in cash, securities or other property, other than securities of Hovnanian or
K. Hovnanian, as applicable, or any other corporation provided for by a plan of reorganization or readjustment the payment of which is
subordinate, at least to the extent provided in the subordination provisions with respect to the Senior Subordinated Debt Securities or the
Subordinated Debt Securities, to the payment of all Senior Indebtedness of Hovnanian or K. Hovnanian, as applicable, then outstanding and to
any securities issued in respect thereof under the plan of reorganization or readjustment, will be received by the trustee, or any holder of any
Senior Subordinated Debt Securities or Subordinated Debt Securities in contravention of any of the terms of the Senior Subordinated Debt
Indenture or the Subordinated Debt Indenture, as the case may be, such payment or distribution of securities will be received in trust for the
benefit of, and will be paid over or delivered and transferred to, the holders of the Senior Indebtedness of Hovnanian or K. Hovnanian, as
applicable, then outstanding in accordance with the priorities then existing among the holders for application to the payment of all Senior
Indebtedness of Hovnanian or K. Hovnanian, as applicable, remaining unpaid to the extent necessary to pay all the Senior Indebtedness of
Hovnanian or K. Hovnanian, as applicable, in full.

By reason of the subordination, in the event of the insolvency of Hovnanian or K. Hovnanian, as applicable, holders of Senior Indebtedness of
Hovnanian or K. Hovnanian, as applicable, may receive more, ratably, than holders of the Senior Subordinated Debt Securities or Subordinated
Debt Securities of Hovnanian or K. Hovnanian, as applicable. Subordination will not prevent the occurrence of any Event of Default, as defined
in the Indentures, or limit the right of acceleration in respect of the Senior Subordinated Debt Securities or Subordinated Debt Securities.
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Concerning the Trustee

Information concerning the trustee for the Offered Debt Securities will be set forth in the prospectus supplement relating to that series of debt
securities. Hovnanian, K. Hovnanian and certain of Hovnanian�s other subsidiaries may maintain bank accounts, borrow money and have other
commercial banking, investment banking and other business relationships with the trustee under an Indenture and its affiliates in the ordinary
course of business. The trustee under an Indenture or its affiliates may participate as underwriters, agents or dealers in any offering of
K. Hovnanian debt securities and/or Hovnanian debt securities.

DESCRIPTION OF CAPITAL STOCK

The following description of our common stock and preferred stock, together with the additional information we include in any applicable
prospectus supplement, summarizes the material terms and provisions of the common stock and the preferred stock that may be offered from
time to time pursuant to this prospectus. While the terms we have summarized below will apply generally to any future common stock or
preferred stock that we may offer, we will describe the particular terms of any class or series of these securities in more detail in the applicable
prospectus supplement. For the complete terms of our common stock and preferred stock, please refer to Hovnanian�s amended certificate of
incorporation, the �Certificate of Incorporation� and restated bylaws, the �Restated By-Laws� that are incorporated by reference as exhibits to the
registration statement of which this prospectus is a part. The terms of these securities may also be affected by the General Corporation Law of
the State of Delaware. The summary below and that contained in any prospectus supplement is qualified in its entirety by reference to the
Certificate of Incorporation and Restated By-laws.

The authorized capital stock of Hovnanian is 230,100,000 shares consisting of 200,000,000 shares of Class A Common Stock, par value $.01 per
share, the �Class A Common Stock�, 30,000,000 shares of Class B Common Stock, par value $.01 per share, the �Class B Common Stock�, and
100,000 shares of preferred stock, par value $.01 per share, in the series and with the voting powers, designations, preferences and relative,
participating, optional or other special rights, and qualifications, limitations or restrictions thereof, as may be fixed from time to time by the
Board of Directors of Hovnanian for each series.

Common Stock

As of March 1, 2011, 77,962,543 shares of Class A Common Stock and 14,562,064 shares of Class B Common Stock were issued and
outstanding. The Class A Common Stock is traded on the New York Stock Exchange under the symbol �HOV�. There is no established public
trading market for the Class B Common Stock. In order to trade Class B Common Stock, the shares must be converted into Class A Common
Stock on a one-for-one basis. Any offering of common stock made hereby will consist only of Class A Common Stock. The outstanding Class A
Common Stock is, and any Class A Common Stock offered pursuant to this prospectus and any prospectus supplement when issued and paid for
will be, fully paid and non-assessable.

Dividends. Dividends on the Class A Common Stock will be paid if, when and as determined by the Board of Directors of Hovnanian out of
funds legally available for this purpose. Certain debt instruments to which Hovnanian is a party contain restrictions on the payment of cash
dividends. As a result of the most restrictive of these provisions, Hovnanian is not currently able to pay any cash dividends and anticipates that it
will be prohibited from doing so for the foreseeable future. Hovnanian has never paid cash dividends on its Class A Common Stock nor does it
currently intend to pay cash dividends on its Class A Common Stock. If and when declared, the amount of any regular cash dividend payable on
a share of Class A Common Stock will be an amount equal to 110% of the corresponding regular cash dividend payable on a share of Class B
Common Stock.

Voting Rights. Holders of Class A Common Stock are entitled to one vote for each share held by them on all matters presented to shareholders.
Holders of Class B Common Stock are generally entitled to ten votes per share.
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Liquidation Rights. After satisfaction of the preferential liquidation rights of any preferred stock, the holders of the Class A Common Stock and
Class B Common Stock are entitled to share ratably as a single class in the distribution of all remaining net assets.

Preemptive and Other Rights. The holders of Class A Common Stock do not have preemptive rights as to additional issues of common stock or
conversion rights. The shares of Class A Common Stock are not subject to redemption or to any further calls or assessments and are not entitled
to the benefit of any sinking fund provisions. The rights, preferences and privileges of holders of Class A Common Stock are subject to, and may
be adversely affected by, the rights of the holder of shares of any series of preferred stock that Hovnanian may designate and issue in the future.

Preferred Stock

The Certificate of Incorporation authorizes the Board of Directors of Hovnanian to issue from time to time up to 100,000 shares of preferred
stock, in one or more series, and with the voting powers, designations, preferences and relative, participating, optional or other special rights,
and qualifications, limitations or restrictions thereof, as may be fixed from time to time by the Board of Directors of Hovnanian for each series.
The preferred stock may be used by the Board of Directors of Hovnanian without further action by Hovnanian�s stockholders as an anti-takeover
device. As of March 1, 2011, 5,600 shares of Hovnanian�s preferred stock were issued and outstanding, consisting of entirely of Hovnanian�s
7.625% Series A Preferred Stock (liquidation preference $25,000.00 per share) par value $.01 per share, the �Series A Preferred Stock�.

The applicable prospectus supplement will describe the terms of any preferred stock that may be offered, including the number of shares,
dividend rate and dividend period, liquidation value, voting rights, conversion rights (if any), dividend and liquidation preferences, redemption
terms, whether depositary shares representing fractional interests will be offered, and any other rights, privileges and limitations thereof.

7.625% Series A Preferred Stock

Dividends on the Series A Preferred Stock are not cumulative. The Series A Preferred Stock ranks senior to Hovnanian�s common stock with
respect to the payment of dividends to the extent provided in the Certificate of Designations, Powers, Preferences and Rights of the 7.625%
Series A Preferred Stock (the �Certificate�). The Certificate provides that unless dividends have been declared and paid or set apart for payment on
the Series A Preferred Stock for the then-currently quarterly dividend period, no dividend may be declared or paid or set apart for payment on
Hovnanian�s common stock for that period, other than dividends or distributions paid in shares of, or options, warrants or rights to subscribe for
or purchase shares of, the common stock of Hovnanian or any other stock of Hovnanian ranking, as to the payment of dividends and the
distribution of assets upon dissolution, liquidation or winding up of Hovnanian, junior to the Series A Preferred Stock.

The Series A Preferred Stock is traded as depositary shares, with each depositary share representing 1/1000th of a share of Series A Preferred
Stock, and is listed on the NASDAQ Global Market under the symbol �HOVNP�.

The Series A Preferred Stock has no voting rights except as provided for in the Certificate or as otherwise required by law. However, so long as
any shares of Series A Preferred Stock are outstanding, Hovnanian will not, without the vote of the holders of at least a majority of the shares of
the Series A Preferred Stock, (1) authorize, create or issue any capital stock of Hovnanian ranking, as to dividends or upon liquidation,
dissolution or winding up, senior to the Series A Preferred Stock, or reclassify any authorized capital stock of Hovnanian into any such shares of
such capital stock, or issue any obligation or security convertible into or evidencing the right to purchase any such shares, or (2) amend, alter or
repeal the Certificate, or the certificate of incorporation of Hovnanian, whether by merger, consolidation or otherwise, in a way that adversely
affects the powers, preferences or special rights of the Series A Preferred Stock. Any increase in the amount of authorized common

20

Edgar Filing: JUNIPER NETWORKS INC - Form 10-Q

Table of Contents 95



Table of Contents

stock or preferred stock or any increase or decrease in the number of shares of any series of preferred stock or the authorization, creation and
issuance of other classes or series of stock, in each case ranking equally with or junior to the Series A Preferred Stock will not be deemed to
adversely affect such powers, preferences or special rights.

The Series A Preferred Stock has liquidation preferences over Hovnanian�s common stock. Upon any liquidation, dissolution or winding up of
Hovnanian, the holders of the Series A Preferred Stock will be entitled to receive out of the assets of Hovnanian available for distribution to its
stockholders, an amount equal to the liquidation preference of $25,000.00 per share plus all accrued and unpaid dividends before any payment or
distribution out of Hovnanian�s assets may be made to or set apart for the holders of Hovnanian�s common stock or other junior equity. If, upon
any liquidation, dissolution or winding up of Hovnanian, the assets of Hovnanian, or proceeds thereof, distributable among the holders of shares
Series A Preferred Stock and any stock ranking equally with the Series A Preferred Stock shall be insufficient to pay in full the preferential
amounts to which such stock would be entitled, then such assets, or the proceeds thereof, shall be distributable among such holders ratably in
accordance with the respective amounts which would be payable on such shares if all amounts payable thereon were paid in full. Neither a
consolidation nor merger of Hovnanian, nor a sale, lease, exchange or transfer of all or substantially all of Hovnanian�s assets will be deemed to
be a liquidation, dissolution or winding up of Hovnanian.

Rights Plan

On July 29, 2008, the Board of Directors of Hovnanian adopted a shareholder rights plan, the �Rights Plan,� and declared a dividend of one
preferred share purchase right for each outstanding share of Class A Common Stock and Class B Common Stock, which was subsequently paid
to stockholders of record as of August 15, 2008. Subject to the terms, provisions and conditions of the rights plan, if and when they become
exercisable, each right would entitle its holder to purchase from Hovnanian one ten-thousandth of a share of Hovnanian�s Series B Junior
Preferred Stock for a purchase price of $35.00, the �Purchase Price.� If issued, each fractional share of Preferred Stock would give the stockholder
approximately the same dividend, voting and liquidation rights as does one share of Hovnanian�s Class A Common Stock. However, prior to
exercise, a right does not give its holder any rights as a stockholder of Hovnanian, including without limitation any dividend, voting or
liquidation rights.

The Board of Directors of Hovnanian adopted the Rights Plan in an effort to protect stockholder value by attempting to protect against a possible
limitation on Hovnanian�s ability to use our net operating loss carryforwards, �NOLs,� to reduce potential future federal income tax obligations.
Hovnanian has experienced and continues to experience substantial operating losses, and under the Internal Revenue Code and rules
promulgated by the Internal Revenue Service, Hovnanian may �carry forward� these losses in certain circumstances to offset any current and
future earnings and thus reduce its federal income tax liability, subject to certain requirements and restrictions. To the extent that the NOLs do
not otherwise become limited, Hovnanian believes that it will be able to carry forward a significant amount of NOLs, and therefore these NOLs
could be a substantial asset to Hovnanian. However, if Hovnanian experiences an �Ownership Change,� as defined in Section 382 of the Internal
Revenue Code, Hovnanian�s ability to use the NOLs will be substantially limited, and the timing of the usage of the NOLs could be substantially
delayed, which could therefore significantly impair the value of that asset. The Rights Plan is intended to act as a deterrent to any person or
group acquiring 4.9% or more of our outstanding Class A Common Stock, an �Acquiring Person,� without the approval of Hovnanian�s Board.

Exercisability. The rights will not be exercisable until the earlier of (i) 10 business days after a public announcement by us that a person or group
has become an Acquiring Person and (ii) 10 business days after the commencement of a tender or exchange offer by a person or group for 4.9%
of the Class A Common Stock.

Until the date that the rights become exercisable, the �Distribution Date,� the rights are evidenced by Hovnanian�s Class A Common Stock and
Class B Common Stock certificates which contain a notation to that
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effect. Any transfer of shares of Class A Common Stock and/or Class B Common Stock prior to the Distribution Date constitutes a transfer of
the associated rights. After the Distribution Date, the rights may be transferred separately from the transfer of the underlying shares of Class A
Common Stock or Class B Common Stock. After the Distribution Date, each holder of a right, other than rights beneficially owned by the
Acquiring Person (which will thereupon become void), will thereafter have the right to receive upon exercise of a right and payment of the
Purchase Price, that number of shares of Class A Common Stock or Class B Common Stock, as the case may be, having a market value of two
times the Purchase Price.

Exchange. After the Distribution Date, the Board of Directors may exchange the rights (other than rights owned by an Acquiring Person which
will have become void), in whole or in part, at an exchange ratio of one share of Common Stock, or a fractional share of Series B Preferred
Stock (or of a share of a similar class or series of Hovnanian�s preferred stock having similar rights, preferences and privileges) of equivalent
value, per right (subject to adjustment).

Expiration. The rights and the Rights Plan will expire on the earliest of (i) August 14, 2018, (ii) the time at which the rights are redeemed
pursuant to the Rights Agreement, (iii) the time at which the rights are exchanged pursuant to the Rights Agreement, (iv) the repeal of
Section 382 of the Internal Revenue Code or any successor statute if the Board of Directors determines that the Rights Agreement is no longer
necessary for the preservation of tax benefits, and (v) the beginning of a taxable year of Hovnanian to which the Board of Directors determines
that no tax benefits may be carried forward.

Redemption. At any time prior to the time an Acquiring Person becomes such, the Board of Directors may redeem the rights in whole, but not in
part, at a price of $0.01 per right, the �Redemption Price.� The redemption of the rights may be made effective at such time, on such basis and with
such conditions as the Board of Directors in its sole discretion may establish. Immediately upon any redemption of the rights, the right to
exercise the rights will terminate and the only right of the holders of rights will be to receive the Redemption Price.

Anti-Dilution Provisions. The Board of Directors may adjust the purchase price of the preferred shares, the number of preferred shares issuable
and the number of outstanding rights to prevent dilution that may occur as a result of certain events, including among others, a stock dividend, a
stock split or a reclassification of the preferred shares or Hovnanian�s Class A Common Stock or Class B Common Stock. No adjustments to the
purchase price of less than 1% will be made.

Amendments. Before the Distribution Date, the Board of Directors may amend or supplement the Rights Plan without the consent of the holders
of the rights. After the Distribution Date, the Board of Directors may amend or supplement the rights Plan only to cure an ambiguity, to alter
time period provisions, to correct inconsistent provisions, or to make any additional changes to the Rights Plan, but only to the extent that those
changes do not impair or adversely affect any rights holder.

Transfer Restrictions in the Certificate of Incorporation

At a special meeting of stockholders held on December 5, 2008, Hovnanian�s stockholders approved an amendment to its Certificate of
Incorporation to restrict certain transfers of Class A Common Stock in order to preserve the tax treatment of Hovnanian�s NOLs under
Section 382 of the Internal Revenue Code. Subject to certain exceptions pertaining to pre-existing 5% stockholders and Class B stockholders, the
transfer restrictions in the amended Certificate of Incorporation generally restrict any direct or indirect transfer (such as transfers of Hovnanian�s
stock that result from the transfer of interests in other entities that own Hovnanian�s stock) if the effect would be to: (i) increase the direct or
indirect ownership of Hovnanian�s stock by any person (or public group) from less than 5% to 5% or more of Hovnanian�s common stock;
(ii) increase the percentage of Hovnanian�s common stock owned directly or indirectly by a person (or public group) owning or deemed to own
5% or more of Hovnanian�s common stock; or (iii) create a new �public group� (as defined in the applicable
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Treasury regulations). Transfers included under the transfer restrictions include sales to persons (or public groups) whose resulting percentage
ownership (direct or indirect) of common stock would exceed the 5% thresholds discussed above, or to persons whose direct or indirect
ownership of common stock would by attribution cause another person (or public group) to exceed such threshold.

Consequences of Prohibited Transfers. In accordance with Hovnanian�s amended Certificate of Incorporation, any direct or indirect transfer
attempted in violation of the restrictions would be void as of the date of the purported transfer as to the purported transferee (or, in the case of an
indirect transfer, the ownership of the direct owner of Class A Common Stock would terminate simultaneously with the transfer), and the
purported transferee (or in the case of any indirect transfer, the direct owner) would not be recognized as the owner of the shares owned in
violation of the restrictions for any purpose, including for purposes of voting and receiving dividends or other distributions in respect of such
Class A Common Stock, or in the case of options, receiving Class A Common Stock in respect of their exercise. In this prospectus, Class A
Common Stock purportedly acquired in violation of the transfer restrictions is referred to as �excess stock.�

In addition to the purported transfer being void as of the date of the purported transfer, upon demand, the purported transferee must transfer the
excess stock to Hovnanian�s agent along with any dividends or other distributions paid with respect to such excess stock. Hovnanian�s agent is
required to sell such excess stock in an arms� length transaction (or series of transactions) that would not constitute a violation under the transfer
restrictions. The net proceeds of the sale, together with any other distributions with respect to such excess stock received by Hovnanian�s agent,
after deduction of all costs incurred by the agent, will be distributed first to the purported transferee in an amount, if any, up to the cost (or in the
case of gift, inheritance or similar transfer, the fair market value of the excess stock on the date of the violative transfer) incurred by the
purported transferee to acquire such excess stock, and the balance of the proceeds, if any, will be distributed to a charitable beneficiary. If the
excess stock is sold by the purported transferee, such person will be treated as having sold the excess stock on behalf of the agent, and will be
required to remit all proceeds to Hovnanian�s agent (except to the extent Hovnanian grants written permission to the purported transferee to retain
an amount not to exceed the amount such person otherwise would have been entitled to retain had Hovnanian�s agent sold such shares).

To the extent permitted by law, any stockholder who knowingly violates the transfer restrictions will be liable for any and all damages suffered
by Hovnanian as a result of such violation, including damages resulting from a reduction in or elimination of the ability to utilize the NOLs and
any professional fees incurred in connection with addressing such violation.

With respect to any transfer of Class A Common Stock which does not involve a transfer of �securities� of Hovnanian within the meaning of the
General Corporation Law of the State of Delaware but which would cause any 5% stockholder to violate the transfer restrictions, the following
procedure will apply in lieu of those described above. In such case, no such 5% stockholder shall be required to dispose of any interest that is not
a security of Hovnanian, but such 5% stockholder and/or any person whose ownership of securities of Hovnanian is attributed to such 5%
stockholder will be deemed to have disposed of (and will be required to dispose of) sufficient securities, simultaneously with the transfer, to
cause such 5% stockholder not to be in violation of the transfer restrictions, and such securities will be treated as excess stock to be disposed of
through the agent under the provisions summarized above, with the maximum amount payable to such 5% stockholder or such other person that
was the direct holder of such excess stock from the proceeds of sale by the agent being the fair market value of such excess stock at the time of
the prohibited transfer.

Exceptions

The Board of Directors will have the discretion to approve transfers that would otherwise be restricted by the amended Certificate of
Incorporation and may exempt any person or group from triggering the dilutive effect of the Rights Plan.
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DESCRIPTION OF DEPOSITARY SHARES

The following description of depositary shares representing shares of our preferred stock sets forth certain general terms and provisions of
depositary agreements, depositary shares and depositary receipts. The particular terms of the depositary shares and related agreements and
receipts will be described in the prospectus supplement relating to those depositary shares. The description set forth below and in any prospectus
supplement is not complete, and is subject to, and qualified in its entirety by reference to, the applicable depositary agreement, a form of which
has been incorporated by reference as an exhibit to the Registration Statement of which this prospectus forms a part, and the depositary receipts,
which will be filed as exhibits to the Registration Statement or filed as exhibits to one or more current reports on Form 8-K and incorporated by
reference herein. The specific terms of the depositary shares as described in the applicable prospectus supplement will supplement and, if
applicable, may modify or replace the general terms described in this prospectus.

General

Hovnanian may, at its option, elect to offer fractional shares of preferred stock, rather than full shares of preferred stock. In such event,
Hovnanian will issue receipts for depositary shares, each of which will represent a fraction of a share of a particular series of preferred stock.

The shares of any series of preferred stock represented by depositary shares will be deposited under a deposit agreement between Hovnanian and
a bank or trust company selected by Hovnanian having its principal office in the United States and having a combined capital and surplus of at
least $50,000,000, as preferred stock depositary. Each owner of a depositary share will be entitled to all the rights and preferences of the
underlying preferred stock, including dividend, voting, redemption, conversion and liquidation rights, in proportion to the applicable fraction of
a share of preferred stock represented by such depositary share.

The depositary shares will be evidenced by depositary receipts issued pursuant to the deposit agreement. Depositary receipts will be distributed
to the registered holder purchasing the fractional shares of preferred stock in accordance with the terms of the applicable prospectus supplement.

Shares of preferred stock represented by depositary shares may be withdrawn from the depositary arrangement upon surrender of depositary
receipts at the principal office of the preferred stock depositary and upon payment of the taxes, charges and fees provided for in the deposit
agreement. Subject to the terms of the deposit agreement, the holder of depositary receipts will receive the appropriate number of shares of
preferred stock and any money or property represented by such depositary shares. Only whole shares of preferred stock may be withdrawn; if a
holder holds an amount of depositary shares in excess of whole shares of preferred stock, the preferred stock depositary will deliver along with
the withdrawn shares of preferred stock a new depositary receipt evidencing the excess number of depositary shares. Except as described in the
deposit agreement, holders of withdrawn shares of preferred stock will not be entitled to redeposit such shares or to receive depositary shares.

Dividends and Other Distributions

The preferred stock depositary will distribute all cash dividends or other cash distributions received in respect of the deposited preferred stock to
the record holders of depositary shares relating to such preferred stock in proportion to the number of such depositary shares owned by such
holders.

The preferred stock depositary will distribute any property received by it other than cash to the record holders of depositary shares entitled
thereto. If the preferred stock depositary determines that it is not feasible to make such distribution, it may, with Hovnanian�s approval, sell such
property and distribute the net proceeds from such sale to such holders.
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If Hovnanian offers to the holders of a series of preferred stock represented by the depositary shares any rights, preferences or privileges to
subscribe for or to purchase any securities or of any other nature, the preferred stock depositary will make such rights, preferences or privileges
available to the record holders of depositary shares either by the issue of warrants representing such rights, preferences or privileges or by such
other method as approved by the preferred stock depositary and Hovnanian. If the preferred stock depositary determines that this is not lawful or
feasible or if it is instructed by a holder that such holder does not want to exercise such rights, preferences or privileges, it may, with Hovnanian�s
approval, sell such rights, preferences or privileges and distribute the net proceeds from such sale to the holders of depositary shares entitled
thereto.

Redemption of Preferred Stock

If a series of preferred stock represented by depositary shares is to be redeemed, the depositary shares will be redeemed from the proceeds
received by the preferred stock depositary resulting from the redemption, in whole or in part, of such series of preferred stock. The depositary
shares will be redeemed by the preferred stock depositary at a price per depositary share equal to the applicable fraction of the redemption price
per share payable in respect of the shares of preferred stock so redeemed.

Whenever Hovnanian redeems shares of preferred stock held by the preferred stock depositary, the preferred stock depositary will redeem as of
the same date the number of depositary shares representing shares of preferred stock so redeemed. If fewer than all the depositary shares are to
be redeemed, the depositary shares to be redeemed will be selected by the preferred stock depositary by lot or ratably or by such other equitable
method as the preferred stock depositary may decide.

Voting Deposited Preferred Stock

Upon receipt of notice of any meeting at which the holders of any series of deposited preferred stock are entitled to vote, the preferred stock
depositary will mail the information contained in such notice of meeting to the record holders of the depositary shares relating to such series of
preferred stock. Each record holder of such depositary shares on the record date will be entitled to instruct the preferred stock depositary to vote
the amount of the preferred stock represented by such holder�s depositary shares. The preferred stock depositary will endeavor, as practicable, to
vote the amount of such series of preferred stock represented by such depositary shares in accordance with such instructions.

Hovnanian will agree to take all actions that the preferred stock depositary may deem necessary to enable the preferred stock depositary to vote
as instructed. The preferred stock depositary will abstain from voting shares of any series of preferred stock held by it for which it does not
receive specific instructions from the holders of depositary shares representing such shares.

Changes Affecting Preferred Stock

Upon any change in par or stated value, split-up, combination or any other reclassification of the series of preferred stock represented by the
depositary shares, or upon any recapitalization, reorganization, merger, amalgamation or consolidation affecting Hovnanian or to which it is a
party, the preferred stock depositary may in its discretion, with the approval and instructions of Hovnanian, and in such manner as the preferred
stock depositary may deem equitable, treat any securities which shall be received by the preferred stock depositary in exchange for or upon
conversion of or in respect of such preferred stock as new deposited securities received in exchange for or upon conversion or in respect of such
preferred stock and make such adjustments in:

� the fraction of an interest represented by one depositary share in one share of such preferred stock; and

� the ratio of the redemption price per depositary share to the redemption price of a share of such preferred stock,
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in each case as may be necessary to fully reflect the effects of such change.

With the approval of Hovnanian, the preferred stock depositary may execute and deliver additional depositary receipts, or may call for the
surrender of all outstanding depositary receipts to be exchanged for new depositary receipts specifically describing such new deposited
securities.

Amendment and Termination of the Deposit Agreement

The form of depositary receipt evidencing the depositary shares and any provision of the deposit agreement may at any time be amended by
agreement between Hovnanian and the preferred stock depositary. However, any amendment that materially and adversely alters any existing
right of the holders of depositary shares will not be effective unless such amendment has been approved by the holders of at least a majority of
the depositary shares then outstanding. Every holder of an outstanding depositary receipt at the time any such amendment becomes effective
shall be deemed, by continuing to hold such depositary receipt, to consent and agree to such amendment and to be bound by the deposit
agreement, which has been amended thereby. The deposit agreement may be terminated only if

� all outstanding depositary shares have been redeemed; or

� a final distribution in respect of the preferred stock has been made to the holders of depositary shares in connection with any
liquidation, dissolution or winding up of Hovnanian.

Charges of Preferred Stock Depositary; Taxes and Other Governmental Charges

Hovnanian will pay all transfer and other taxes and governmental charges arising solely from the existence of the depositary arrangements.
Hovnanian also will pay charges of the depositary in connection with the deposit of preferred stock and any redemption of preferred stock. The
amount paid as dividends or otherwise distributable by the preferred stock depositary with respect to the depositary shares or the underlying
preferred stock will be reduced by any amounts required to be withheld by Hovnanian or the preferred stock depositary on account of taxes or
other governmental charges. Holders of depositary receipts will pay other transfer and other taxes and governmental charges and such other
charges, including a fee for the withdrawal of shares of preferred stock upon surrender of depositary receipts, as are expressly provided in the
deposit agreement to be for their accounts. The preferred stock depositary may refuse to make any payment or distribution, or any transfer,
exchange or withdrawal of any depositary shares or shares of preferred stock, until such taxes or other governmental charges are paid.

Transfer, Surrender and Exchange

Depositary receipts may be transferred, surrendered or exchanged in accordance with the deposit agreement. The preferred stock depositary, its
agents or Hovnanian may require a holder, among other things, to furnish appropriate endorsements and transfer documents. The preferred stock
depositary is not required to accept deposits of preferred stock or to register transfers, surrenders or exchanges of depositary shares during any
period when the register of stockholders of Hovnanian is closed or in order to comply with any requirement of law, government or governmental
body, commission or the deposit agreement.

Resignation and Removal of Depositary

The preferred stock depositary may resign at any time by delivering to Hovnanian notice of its intent to do so, and Hovnanian may at any time
remove the preferred stock depositary, any such resignation or removal to take effect upon the appointment of a successor preferred stock
depositary and its acceptance of such appointment. Such successor preferred stock depositary must be appointed within 60 days after delivery of
the notice of resignation or removal and must be a bank or trust company having its principal office in the United States and having a combined
capital and surplus of at least $50,000,000.
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Miscellaneous

The preferred stock depositary will forward all reports and communications from Hovnanian which are delivered to the preferred stock
depositary and which Hovnanian is required to furnish to the holders of the deposited preferred stock.

Neither the preferred stock depositary nor Hovnanian will be liable if it or Hovnanian are prevented or delayed by law or any circumstances
beyond its or Hovnanian�s control in performing its or Hovnanian�s obligations under the deposit agreement. Hovnanian�s obligations and the
obligations of the preferred stock depositary under the deposit agreement will be limited to performance in good faith of Hovnanian�s and their
duties thereunder, and neither Hovnanian nor they will be obligated to prosecute or defend any legal proceeding in respect of any depositary
shares, depositary receipts or shares of preferred stock unless satisfactory indemnity is furnished. Hovnanian and the preferred stock depositary
may rely upon written advice of counsel or accountants, or upon information provided by holders of depositary receipts or other persons
believed to be competent and on documents believed to be genuine.

Concerning the Preferred Stock Depositary

Information concerning the preferred stock depositary for a series of preferred stock represented by depositary shares will be set forth in the
prospectus supplement relating to that series of preferred stock. Hovnanian and certain of its subsidiaries may maintain bank accounts, borrow
money and have other commercial banking, investment banking and other business relationships with the preferred stock depositary and its
affiliates in the ordinary course of business. The preferred stock depositary or its affiliates may participate as underwriters, agents or dealers in
any offering of depositary shares.

DESCRIPTION OF STOCK PURCHASE CONTRACTS AND STOCK PURCHASE UNITS

The following description of stock purchase contracts and stock purchase units sets forth certain general terms of the stock purchase contracts
and/or stock purchase units that Hovnanian may issue. The particular terms of any stock purchase contracts or stock purchase units will be
described in the prospectus supplement relating to the stock purchase contracts or stock purchase units. The description set forth below and in
any prospectus supplement is not complete, and is subject to, and qualified in its entirety by reference to, the stock purchase contracts, the
collateral arrangements and any depositary arrangements relating to such stock purchase contracts or stock purchase units and, if applicable, the
prepaid securities and the document pursuant to which the prepaid securities will be issued which will be filed with the Commission promptly
after the offering of such stock purchase contracts or stock purchase units and, if applicable, prepaid securities.

Hovnanian may issue stock purchase contracts representing contracts obligating holders to purchase from Hovnanian and Hovnanian to sell to
the holders shares of Class A Common Stock, shares of preferred stock or depositary shares at a future date or dates. The price per share of
Class A Common Stock, preferred stock or depositary shares may be fixed at the time the stock purchase contracts are issued or may be
determined by reference to a specific formula set forth in the stock purchase contracts.

The stock purchase contracts may be issued separately or as a part of units, often known as stock purchase units, consisting of a stock purchase
contract and either:

� debt securities issued by either Hovnanian or K. Hovnanian, or

� debt obligations of third parties, including U.S. Treasury securities,
securing the holder�s obligations to purchase the Class A Common Stock, preferred stock or depositary shares under the stock purchase contracts.
The stock purchase contracts may require us to make periodic payments to
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the holders of the stock purchase units or vice versa, and such payments may be unsecured or prefunded on some basis. The stock purchase
contracts may require holders to secure their obligations in a specified manner and in certain circumstances we may deliver newly issued prepaid
stock purchase contracts, often known as prepaid securities, upon release to a holder of any collateral securing each holder�s obligations under the
original stock purchase contract.

DESCRIPTION OF UNITS

As specified in the applicable prospectus supplement, Hovnanian or K. Hovnanian may issue units consisting of one or more warrants, debt
securities, shares of Class A Common Stock or preferred stock, depositary shares or any combination of such securities. The applicable
prospectus supplement will describe:

� the terms of the Units and of the warrants, debt securities, common stock, depository shares and preferred stock comprising the units,
including whether and under what circumstances the securities comprising the units may be traded separately;

� a description of the terms of any unit agreement governing the units; and

� a description of the provisions for the payment, settlement, transfer or exchange or the units.
DESCRIPTION OF WARRANTS

The following description of the terms of the warrants sets forth certain general terms that may apply to the warrants that Hovnanian or
K. Hovnanian may offer. The particular terms of any warrants will be described in the applicable prospectus supplement accompanying this
prospectus. The description set forth below and in any prospectus supplement is not complete, and is subject to, and qualified in its entirety by
reference to, the applicable warrant agreement, a form of which has been incorporated by reference as an exhibit to the Registration Statement of
which this prospectus forms a part. The specific terms of warrants as described in the applicable prospectus supplement will supplement and, if
applicable, may modify or replace the general terms described in this prospectus.

Hovnanian may issue warrants, including warrants to purchase Class A Common Stock, preferred stock or Depositary Shares and warrants to
purchase Hovnanian Debt Securities. K. Hovnanian may issue warrants to purchase K. Hovnanian Debt Securities. All obligations of
K. Hovnanian under the K. Hovnanian warrants will be fully and unconditionally guaranteed by Hovnanian. Warrants may be issued
independently of or together with any other securities and may be attached to or separate from such securities. Obligations of Hovnanian and
K. Hovnanian under the warrants may be guaranteed by the subsidiary guarantors. Each series of warrants will be issued under a separate
warrant agreement, each a �warrant agreement� to be entered into among Hovnanian and/or K. Hovnanian and any subsidiary guarantors and a
warrant agent, the �warrant agent�. The warrant agent will act solely as an agent of Hovnanian and/or K. Hovnanian in connection with the
warrants of that series and will not assume any obligation or relationship of agency or trust for or with holders or beneficial owners of warrants.
The following describes some general terms and provisions of the warrants offered hereby. Further terms of the warrants and the applicable
warrant agreement will be described in the applicable prospectus supplement.

The applicable prospectus supplement will describe the following terms, where applicable, of the warrants in respect of which this prospectus is
being delivered:

� the title of the warrants;

� the aggregate number of the warrants;

� the price or prices at which the warrants will be issued;
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� the designation, aggregate principal amount and terms of the securities purchasable upon exercise of the warrants;

� the designation and terms of the securities with which the warrants are issued and the number of the warrants issued with each such
security;

� if applicable, the date on and after which the warrants and the related securities will be separately transferable;

� the price at which the securities purchasable upon exercise of the warrants may be purchased, and any provisions for changes to or
adjustments in such exercise price;

� the date on which the right to exercise the warrants will commence and the date on which the right will expire;

� the minimum or maximum amount of the warrants that may be exercised at any one time;

� information with respect to book-entry procedures, if any;

� a discussion of certain United States Federal income tax considerations; and

� any other terms of the warrants, including terms, procedures and limitations relating to the exercise of the warrants.
PLAN OF DISTRIBUTION

Hovnanian and K. Hovnanian may sell the securities to or through underwriters or dealers, and also may sell the offered securities directly to one
or more other purchasers or through agents. The applicable prospectus supplement will list the names of any underwriters or agents involved in
the sale of the offered securities and any applicable commissions or discounts, and will also describe the method of distribution of the securities
offered thereby, the purchase price and the proceeds to be received from the sale, and any securities exchanges on which the securities of such
series may be listed.

Hovnanian, K. Hovnanian or any of their agents may directly solicit offers to purchase these securities. The applicable prospectus supplement
will name any agent, who may be deemed to be an underwriter as that term is defined in the Securities Act, involved in the offer or sale of the
securities in respect of which this prospectus is delivered, and will set forth any commissions payable to that agent by Hovnanian or
K. Hovnanian, as the case may be. Unless otherwise indicated in the prospectus supplement, any such agency will be acting in a best efforts
basis for the period of its appointment (ordinarily five business days or less). Agents, dealers and underwriters may be customers of, engage in
transactions with, or perform services for Hovnanian or K. Hovnanian in the ordinary course of business.

If Hovnanian or K. Hovnanian utilizes an underwriter or underwriters in the sale, they will execute an underwriting agreement with such
underwriters at the time of sale to them and will set forth in the applicable prospectus supplement the names of the underwriters and the terms of
the transaction. The underwriters will use the prospectus supplement to make releases of the securities in respect of which this prospectus is
delivered to the public.

If Hovnanian or K. Hovnanian utilizes a dealer in the sale of the securities in respect of which this prospectus is delivered, Hovnanian or
K. Hovnanian, as the case may be, will sell the securities to the dealer, as principal. The dealer may then resell the securities to the public at
varying prices to be determined by the dealer at the time of resale. The prospectus supplement will set forth the name of the dealer and the terms
of the transaction.

Underwriters, dealers or agents may offer and sell the offered securities at a fixed price or prices, which may be changed, or from time to time at
market prices prevailing at the time of sale, at prices related to the prevailing
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market prices or at negotiated prices. In connection with the sale of the securities, underwriters or agents may be deemed to have received
compensation from Hovnanian or K. Hovnanian in the form of underwriting discounts or commissions and may also receive commissions from
purchasers of the securities for whom they may act as agent. Underwriters or agents may sell the securities to or through dealers, and such
dealers may receive compensation in the form of discounts, concessions or commissions from the underwriters or commissions from the
purchasers for whom they may act as agent.

The preferred stock, depositary shares, debt securities, stock purchase contracts, stock purchase units, units and warrants, when first issued, will
have no established trading market. Any underwriters or agents to or through whom offered securities are sold by Hovnanian or K. Hovnanian
for public offering and sale may make a market in such offered securities, but the underwriters or agents will not be obligated to do so and may
discontinue any market making at any time without notice. No assurance can be given as to the liquidity of the trading market for any offered
securities. The applicable prospectus supplement set forth whether or not underwriters or agents may over-allot or effect transactions that
stabilize, maintain or otherwise affect the market price of debt securities offered thereby at levels above those that might otherwise prevail in the
open market, including, for example, by entering stabilizing bids, effecting syndicate covering transactions or imposing penalty bids.

Any underwriters, dealers or agents participating in the distribution of the offered securities may be deemed to be underwriters, and any
discounts and commissions received by them and any profit realized by them on resale of the offered securities may be deemed to be
underwriting discounts and commissions under the Securities Act. Underwriters, dealers or agents may be entitled, under agreements entered
into with Hovnanian or K. Hovnanian, to indemnification against or contribution toward certain civil liabilities, including liabilities under the
Securities Act.

If so indicated in the prospectus supplement, Hovnanian or K. Hovnanian will authorize underwriters or other persons acting as its or their
agents to solicit offers by certain institutions to purchase securities from it or them pursuant to contracts providing for payment and delivery on a
future date. Institutions with which contracts may be made include commercial and savings banks, insurance companies, pension funds,
investment companies, educational and charitable institutions and others, but in all cases will be subject to the condition that the purchase of the
securities will not at the time of delivery be prohibited under the laws of the jurisdiction to which such purchaser is subject. The underwriters
and agents will not have any responsibility in respect of the validity or performance of such contracts.

The applicable prospectus supplement will set forth the place and time of delivery for the securities in respect of which this prospectus is
delivered.

LEGAL MATTERS

Certain legal matters with respect to the validity of the offered securities will be passed upon for Hovnanian and K. Hovnanian by Simpson
Thacher & Bartlett LLP, New York, New York, and will also be passed upon for K. Hovnanian by Peter S. Reinhart, Esq., Senior Vice-President
and General Counsel for Hovnanian and K. Hovnanian. Peter S. Reinhart, Esq., beneficially owns, directly and indirectly, less than 1% of the
common stock of Hovnanian, which does not include any shares of common stock over which Mr. Reinhart may have investment or voting
power in his capacity as trustee of a trust in which he has no financial interest. Certain legal matters in connection with the offered securities
may also be passed upon for any agents or underwriters by counsel specified in the prospectus supplement.

EXPERTS

The consolidated financial statements as of October 31, 2010 and 2009, and for the years then ended incorporated by reference in this prospectus
from Hovnanian�s Amendment No. 1 to Annual Report on
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Form 10-K/A for the year ended October 31, 2010 and the effectiveness of Hovnanian�s internal control over financial reporting as of
October 31, 2010, have been audited by Deloitte & Touche LLP, an independent registered public accounting firm, as stated in their reports,
which are incorporated herein by reference. Such consolidated financial statements have been so incorporated in reliance upon the reports of
such firm given upon their authority as experts in accounting and auditing.

The consolidated financial statements of Hovnanian Enterprises, Inc. for the year ended October 31, 2008 appearing in Hovnanian Enterprises,
Inc.�s Amendment No. 1 to the Annual Report (Form 10-K/A) for the year ended October 31, 2010 have been audited by Ernst & Young LLP,
independent registered public accounting firm, as set forth in their report thereon, included therein, and incorporated herein by reference. Such
consolidated financial statements are incorporated herein by reference in reliance upon such report given on the authority of such firm as experts
in accounting and auditing.
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