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HOVNANIAN ENTERPRISES, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(In Thousands Except Share Amounts)

 January 31,
2011

 October 31,
2010

ASSETS (Unaudited)  (1)
    
Homebuilding:    
  Cash and cash equivalents $311,032 $359,124
    
  Restricted cash 105,579 108,983
    
  Inventories:    
    Sold and unsold homes and lots under development 652,742 591,729
    
    Land and land options held for future    
      development or sale 275,686 348,474
    
    Consolidated inventory not owned:    
       Specific performance options 15,626 21,065
       Variable interest entities - 32,710
       Other options 4,120 7,962
    
       Total consolidated inventory not owned 19,746 61,737
    
       Total inventories 948,174 1,001,940
    
  Investments in and advances to unconsolidated    
    joint ventures 57,818 38,000
    
  Receivables, deposits, and notes 51,224 61,023
    
  Property, plant, and equipment – net 60,938 62,767
    
  Prepaid expenses and other assets 85,333 83,928
    
       Total homebuilding 1,620,098 1,715,765
    
Financial services:    
  Cash and cash equivalents 5,344 8,056
  Restricted cash 4,023 4,022
  Mortgage loans held for sale 37,643 86,326
  Other assets 2,975 3,391
    
       Total financial services 49,985 101,795
    
Total assets $1,670,083 $1,817,560

(1)  Derived from the audited balance sheet as of October 31, 2010.

See notes to condensed consolidated financial statements (unaudited).

 
 



 

 
HOVNANIAN ENTERPRISES, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(In Thousands Except Share Amounts)

 January 31,
2011

 October 31,
2010

LIABILITIES AND EQUITY (Unaudited)  (1)
    
Homebuilding:    
  Nonrecourse land mortgages $20,946  $4,313 
  Accounts payable and other liabilities 269,377  319,749 
  Customers’ deposits 14,201  9,520 
  Nonrecourse mortgages secured by operating properties 20,435  20,657 
  Liabilities from inventory not owned 18,239  53,249 
    
      Total homebuilding 343,198  407,488 
    
Financial services:    
  Accounts payable and other liabilities 14,314  16,142 
  Mortgage warehouse line of credit 24,072  73,643 
    
      Total financial services 38,386  89,785 
    
Notes payable:    
  Senior secured notes 784,978  784,592 
  Senior notes 711,662  711,585 
  Senior subordinated notes 120,170  120,170 
  Accrued interest 32,953  23,968 
    
      Total notes payable 1,649,763  1,640,315 
    
  Income taxes payable 40,035  17,910 
    
Total liabilities 2,071,382  2,155,498 
    
Equity:    
Hovnanian Enterprises, Inc. stockholders’ equity deficit:    
  Preferred stock, $.01 par value - authorized 100,000    
    shares; issued 5,600 shares with a liquidation    
    preference of $140,000 at January 31, 2011    
    and at October 31, 2010 135,299  135,299 
  Common stock, Class A, $.01 par value – authorized    
    200,000,000 shares; issued 75,189,506 shares at    
    January 31, 2011 and 74,809,683 shares at    
    October 31, 2010 (including 11,694,720    
    shares at January 31, 2011 and    
    October 31, 2010 held in Treasury) 752  748 
  Common stock, Class B, $.01 par value (convertible    
    to Class A at time of sale) – authorized    
    30,000,000 shares; issued 15,255,969 shares at    
    January 31, 2011 and 15,256,543 shares at    
    October 31, 2010 (including 691,748 shares at    
    January 31, 2011 and October 31, 2010 held in Treasury) 153  153 
  Paid in capital - common stock 464,579  463,908 
  Accumulated deficit (887,561) (823,419)
  Treasury stock - at cost (115,257) (115,257)
    
      Total Hovnanian Enterprises, Inc. stockholders’ equity deficit (402,035) (338,568)
    
  Noncontrolling interest in consolidated joint ventures 736 630 
    
      Total equity deficit (401,299) (337,938)
    
Total liabilities and equity $1,670,083  $1,817,560 

(1) Derived from the audited balance sheet as of October 31, 2010.

See notes to condensed consolidated financial statements (unaudited).

 
 



 

HOVNANIAN ENTERPRISES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In Thousands Except Per Share Data)
(Unaudited)

 Three Months Ended January 31,
 2011  2010
Revenues:    
  Homebuilding:    
    Sale of homes $235,885  $309,353 
    Land sales and other revenues 9,588  2,686 
    
      Total homebuilding 245,473  312,039 
  Financial services 7,094  7,606 
    
      Total revenues 252,567  319,645 
    
Expenses:    
  Homebuilding:    
    Cost of sales, excluding interest 201,430  259,816 
    Cost of sales interest 15,626  19,848 
    Inventory impairment loss and land option    
       write-offs 13,525  4,966 
    
      Total cost of sales 230,581  284,630 
    
    Selling, general and administrative 40,207  43,072 
    
      Total homebuilding expenses 270,788  327,702 
    
  Financial services 5,470  5,395 
    
  Corporate general and administrative 15,008  16,213 
    
  Other interest 23,985  25,607 
    
  Other operations 887  1,897 
    
      Total expenses 316,138  376,814 
    
Gain on extinguishment of debt - 2,574 
    
Loss from unconsolidated joint ventures (992) (373)
    
Loss before income taxes (64,563) (54,968)
    
State and federal income tax (benefit) provision:    
  State 665  171 
  Federal (1,086) (291,328)
    
    Total income taxes (421) (291,157)
    
Net (loss) income $(64,142) $236,189 
    
Per share data:    
Basic:    
  (Loss) income per common share $(0.82) $3.01 
  Weighted-average number of common    
    shares outstanding 78,598  78,553 
    
Assuming dilution:    
  (Loss) income per common share $(0.82) $2.97 
  Weighted-average number of common    
    shares outstanding 78,598  79,536 

See notes to condensed consolidated financial statements (unaudited).

 
 



 

HOVNANIAN ENTERPRISES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF EQUITY
(In Thousands Except Share Amounts)
(Unaudited)

 A Common Stock  B Common Stock  Preferred Stock           
 Shares

Issued and
Outstanding Amount

 Shares
Issued and

Outstanding Amount 

Shares
Issued and

Outstanding Amount

 
Paid-In
Capital

 
Accumulated

Deficit

 
Treasury

Stock  
Noncontrolling

Interest  Total
                      
Balance, November 1, 2010 63,114,963 $748 14,564,795  $153 5,600 $135,299 $463,908 $(823,419) $(115,257) $630 $(337,938)
                      
Stock options, amortization
  and issuances 379,249 4        

 
1,311 

 
      1,315 

                      
Restricted stock 
  amortization, issuances and 
  forfeitures            

 

(640)

 

      (640)
                      
Conversion of Class B to
  Class A Common Stock 574   (574)      

 
 

 
       

                      
Changes in noncontrolling
  interest in consolidated
  joint ventures            

 

 

 

    106 106
                      
Net loss               (64,142)     (64,142)
                      
Balance, January 31, 2011 63,494,786 $752 14,564,221 $153 5,600 $135,299 $464,579 $(887,561) $(115,257) $736 $(401,299)
                      

See notes to condensed consolidated financial statements (unaudited).

 
 



 

HOVNANIAN ENTERPRISES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In Thousands)
(Unaudited)

 Three Months Ended
 January 31,
 2011  2010
Cash flows from operating activities:    
Net (loss) income $(64,142) $236,189 
  Adjustments to reconcile net (loss) income to net cash    
    provided by (used in) operating activities:    
      Depreciation 2,319  3,386 
      Compensation from stock options and awards 1,940  2,364 
      Amortization of bond discounts and deferred financing costs 1,309  1,227 
      Gain on sale and retirement of property    
        and assets (293) (119)
      Loss from unconsolidated joint ventures 992  373 
      Distributions of earnings from unconsolidated joint ventures 525  1,697 
      Gain on extinguishment of debt -  (2,574)
      Inventory impairment and land option write-offs 13,525  4,966 
      Decrease in assets:    
        Mortgage loans held for sale 48,683  22,976 
        Restricted cash, receivables, prepaids, deposits and    
          other assets 11,077  10,881 
        Inventories 30,095  26,076 
     (Decrease) increase in liabilities:    
        State and Federal income tax liabilities 22,125  (291,334)
        Customers’ deposits 4,681  (3,955)
        Accounts payable, accrued interest and other accrued liabilities (70,359) (63,523)
          Net cash provided by (used in) operating activities 2,477  (51,370)
Cash flows from investing activities:    
  Proceeds from sale of property and assets 360  150 
  Purchase of property, equipment, and other fixed assets and acquisitions (267) (371)
  Investments in and advances to unconsolidated    
    joint ventures (2,379) (989)
  Distributions of capital from unconsolidated joint ventures 698  816 
          Net cash used in investing activities (1,588) (394)
Cash flows from financing activities:    
  (Payments) proceeds from mortgages and notes (2,122) 3,450 
  Net payments related to mortgage    
    warehouse lines of credit (49,571) (22,593)
  Deferred financing cost from note issuances -  (448)
  Principal payments and debt repurchases -  (22,273)
          Net cash used in financing activities (51,693) (41,864)
Net decrease in cash and cash equivalents (50,804) (93,628)
Cash and cash equivalents balance, beginning    
  of period 367,180  426,692 
Cash and cash equivalents balance, end of period $316,376  $333,064

 
 



 

HOVNANIAN ENTERPRISES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In Thousands - Unaudited)
(Continued)

 Three Months Ended
 January 31,
 2011  2010
Supplemental disclosures of cash flow:    
  Cash  (received) paid during the period for:    
     Income taxes $(22,520) $177 

Supplemental disclosure of noncash financing activities:

In the first quarter of fiscal 2011, our partner in a land development joint venture transferred its interest in the venture to us.  The consolidation resulted in
increases in inventory and non-recourse land mortgages of $9.5 million and $18.5 million, respectively, and a decrease in other liabilities of $9.0 million.

See notes to Condensed Consolidated Financial Statements (unaudited).

 
 



 

HOVNANIAN ENTERPRISES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - UNAUDITED

Hovnanian Enterprises, Inc. and Subsidiaries (the "Company”, “we”, “us” or “our”) has reportable segments consisting of six Homebuilding segments (Northeast,
Mid-Atlantic, Midwest, Southeast, Southwest and West) and the Financial Services segment (see Note 15).

The accompanying unaudited Condensed Consolidated Financial Statements include our accounts and those of all wholly-owned subsidiaries after elimination of
all significant intercompany balances and transactions.  Certain immaterial prior year amounts have been reclassified to conform to the current year presentation.

1.  The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted in
the United States (“GAAP”) for interim financial information and with the instructions to Form 10-Q and Article 10 of Regulation S-X and should be read in
conjunction with the consolidated financial statements and notes thereto included in our Annual Report on Form 10-K/A for the year ended October 31, 2010.  In
the opinion of management, all adjustments for interim periods presented have been made, which include normal recurring accruals and deferrals necessary for a
fair presentation of our consolidated financial position, results of operations, and cash flows.  The preparation of financial statements in conformity with GAAP
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.  Actual results could differ from those
estimates, and these differences could have a significant impact on the financial statements.  Results for interim periods are not necessarily indicative of the
results which might be expected for a full year.  The balance sheet at October 31, 2010 has been derived from the audited Consolidated Financial Statements at
that date but does not include all of the information and footnotes required by GAAP for complete financial statements.

2.  For the three months ended January 31, 2011 and 2010, the Company’s total stock-based compensation expense was $1.9 million and $2.4 million,
respectively.  Included in this total stock-based compensation expense was the vesting of stock options of $1.3 million for both the three months ended January
31, 2011 and 2010.

3.  Interest costs incurred, expensed and capitalized were:

 Three Months Ended
January 31,

(In thousands) 2011  2010
    
Interest capitalized at    
  beginning of period $136,288  $164,340 
Plus interest incurred(1) 37,827  40,141 
Less cost of sales interest expensed (15,626) (19,848)
Less other interest expensed(2)(3)(4) (23,985) (25,607)
Interest capitalized at end of period(5) $134,504  $159,026 

(1)           Data does not include interest incurred by our mortgage and finance subsidiaries.
(2) Our assets that qualify for interest capitalization (inventory under development) do not exceed
 our debt, and therefore, the portion of interest not covered by qualifying assets is expensed.
(3) Interest on completed homes and land in planning, which does not qualify for capitalization
 is expensed.

 
 



 

(4) Cash paid for interest, net of capitalized interest, is the sum of other interest expensed, as defined above, and interest paid by our mortgage and finance
subsidiaries adjusted for the change in accrued interest, which is calculated as follows:

 Three Months Ended January 31,
(In thousands) 2011 2010
Other interest expensed $23,985 $25,607 
Interest paid by our mortgage and finance subsidiaries 582 323 
Increase in accrued interest (8,985) (6,757)
Cash paid for interest, net of capitalized interest $15,582 $19,173 

(5) We have incurred significant inventory impairments in recent years, which are determined based on total inventory including capitalized interest.
However, the capitalized interest amounts above are shown gross before allocating any portion of the impairments to capitalized interest.

4.  Accumulated depreciation at January 31, 2011 and October 31, 2010 amounted to $74.7 million and $73.0 million, respectively, for our homebuilding property,
plant and equipment.

5.  We record impairment losses on inventories related to communities under development and held for future development when events and circumstances
indicate that they may be impaired and the undiscounted cash flows estimated to be generated by those assets are less than their related carrying amounts.  If the
expected undiscounted cash flows are less than the carrying amount, then the community is written down to its fair value.  We estimate the fair value of each
impaired community by determining the present value of the estimated future cash flows at a discount rate commensurate with the risk of the respective
community.  For the three months ended January 31, 2011, our discount rates used for the impairments recorded ranged from 18.0% to 19.8%.  Should the
estimates or expectations used in determining cash flows or fair value decrease or differ from current estimates in the future, we may need to recognize additional
impairments.  We recorded impairment losses, which are included in the Condensed Consolidated Statement of Operations line entitled "Homebuilding –
inventory impairment loss and land option write-offs", and deducted from inventory, of $6.8 million and $3.3 million for the three months ended January 31, 2011
and 2010, respectively.

The following table represents inventory impairments by homebuilding segment for the three months ended January 31, 2011 and 2010:

 Three Months Ended  Three Months Ended
(Dollars in millions) January 31, 2011  January 31, 2010

 
Number of

Communities

Dollar
Amount of
Impairment

Pre-
Impairment

Value(1)  
Number of

Communities

Dollar
Amount of
Impairment

Pre-
Impairment

Value(1)
Northeast 2 $5.4 $17.9 1 $2.6 $4.7
Mid-Atlantic 1 0.3 1.4 1 0.3 0.6
Midwest - - - - - -
Southeast - - - 5 0.4 1.0
Southwest - - - - - -
West 1 1.1 5.5 - - -

Total 4 $6.8 $24.8 7 $3.3 $6.3

(1)  Represents carrying value, net of prior period impairments, if any, at the time of recording the applicable period’s
      impairments.

We also record losses for the write-offs of options, and approval, engineering and capitalized interest costs when we redesign communities and/or abandon certain
engineering costs or we do not exercise options because the communities' pro forma profitability is not projected to produce adequate returns on investment
commensurate with the risk.  Total aggregate write-offs were $6.7 million and $1.7 million for the three months ended January 31, 2011 and 2010,
respectively.  Occasionally, these write-offs are offset by recovered deposits (sometimes through legal action) that had been written off in a prior period as walk-
away costs.  These recoveries have not been significant in comparison to the total cost written off.

The following table represents write-offs of such costs (after giving effect to any recovered deposits in the applicable period) and the number of lots walked away
from by homebuilding segment for the three months ended January 31, 2011 and 2010:

 Three Months Ended
 January 31,
 2011  2010

(Dollars in millions)
Number of Walk-

Away Lots  
Dollar Amount of

Write-Offs  
Number of Walk-

Away Lots  
Dollar Amount of

Write-Offs
        
Northeast 989 $3.1 259 $1.6 
Mid-Atlantic 252 0.4 11 - 
Midwest 132 - - (0.1)
Southeast 983 0.2 - 0.1 
Southwest 68 - - 0.1 
West 143 3.0 - - 

Total 2,567 $6.7 270 $1.7 

We have decided to mothball (or stop development on) certain communities where we have determined the current market conditions do not justify further
investment at this time.  When we decide to mothball a community, the inventory is reclassified from “Sold and unsold homes and lots under development” to
“Land and land options held for future development or sale”.  During the first quarter of fiscal 2011, we did not mothball any communities but re-activated three
previously mothballed communities and sold two previously mothballed communities.  As of January 31, 2011, the net book value associated with our 53 total
mothballed communities was $167.1 million, net of impairment charges of $542.8 million.



6.  We establish a warranty accrual for repair costs under $5,000 per occurrence to homes, community amenities, and land development infrastructure.  We accrue
for warranty costs as part of cost of sales at the time each home is closed and title and possession have been transferred to the homebuyer.  In addition, we accrue
for warranty costs over $5,000 per occurrence as part of our general liability insurance deductible, which is expensed as selling, general, and administrative
costs.  For homes delivered in fiscal 2011 and 2010, our deductible under our general liability insurance is $20 million per occurrence for construction defect and
warranty claims.  For bodily injury claims, our deductible per occurrence in 2011 and 2010 is $0.1 million up to a $5 million limit.  Our aggregate retention in
2011 is $21 million for construction defect, warranty and bodily injury claims.  Our aggregate retention in 2010 was $21 million for construction defect and
warranty claims, and $20 million for bodily injury claims.  Additions and charges in the warranty reserve and general liability reserve for the three months ended
January 31, 2011 and 2010 are as follows:

 Three Months Ended
 January 31,
(In thousands) 2011  2010
    
Balance, beginning of period $125,268  $127,869 
Additions 7,488  9,902 
Charges incurred (9,567) (7,227)
Balance, end of period $123,189  $130,544 

Warranty accruals are based upon historical experience.  We engage a third-party actuary that uses our historical warranty data and other industry data to assist us
to estimate our reserves for unpaid claims, claim adjustment expenses and incurred but not reported claims reserves for the risks that we are assuming under the
general liability and workers compensation programs.  The estimates include provisions for inflation, claims handling, and legal fees.

Insurance claims paid by our insurance carriers were $11.4 million and $5.3 million for the three months ended January 31, 2011 and 2010, respectively, for prior
year deliveries.

7.  We are involved in litigation arising in the ordinary course of business, none of which is expected to have a material adverse effect on our financial position or
results of operations, and we are subject to extensive and complex regulations that affect the development and home building, sales and customer financing
processes, including zoning, density, building standards and mortgage financing.  These regulations often provide broad discretion to the administering
governmental authorities.  This can delay or increase the cost of development or homebuilding.
 
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 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 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.
 
We have been notified by the New York State Department of Environmental Conservation that it is seeking a civil penalty from us in connection with notices of
violation for allegedly failing to comply with a storm water permit at an incomplete project in the state of New York; and the New Jersey Department of
Environmental Protection has contacted us regarding violations it asserts occurred when one of our contractors demolished a structure in New Jersey prior to
obtaining a storm water permit.  Although we do not know the final outcomes, we believe any penalties and any other impacts of these two matters will not have a
material adverse effect on us.

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, the continued effectiveness of permits already granted or approvals already obtained is dependent upon many factors,
some of which are beyond our control, such as changes in policies, rules, and regulations and their interpretations and application.

The Company is also involved in the following litigation:

A subsidiary of the Company has been named as a defendant in a purported class action suit filed on May 30, 2007 in the United States District Court for the
Middle District of Florida, Randolph Sewell, et al., v. D’Allesandro & Woodyard, et al., alleging violations of the federal securities acts, among other allegations,
in connection with the sale of some of the subsidiary’s homes in Fort Myers, Florida.  Plaintiffs filed an amended complaint on October 19, 2007.  Plaintiffs
sought to represent a class of certain home purchasers in southwestern Florida and sought damages, rescission of certain purchase agreements, restitution of out-
of-pocket expenses, and attorneys’ fees and costs.  The Company’s subsidiary filed a motion to dismiss the amended complaint on December 14,
2007.  Following oral argument on the motion in September 2008, the court dismissed the amended complaint with leave for plaintiffs to amend. Plaintiffs filed a
second amended complaint on October 31, 2008. The Company’s subsidiary filed a motion to dismiss this second amended complaint.  The Court dismissed
portions of the second amended complaint.  The Court dismissed additional portions of the second amended complaint on April 28, 2010.  We have had
negotiations with the plaintiffs recently to settle this case.  Based on these negotiations we have accrued an immaterial amount for the potential settlement based
on our assessment of the outcome.  However, our assessment of the potential outcome may differ from the ultimate resolution of this matter.

8.  Cash and cash equivalents include cash deposited in checking accounts, overnight repurchase agreements, certificates of deposit, Treasury Bills and
government money market funds with maturities of 90 days or less when purchased.  Our cash balances are held at a few financial institutions and may, at times,
exceed insurable amounts.  We believe we help to mitigate this risk by depositing our cash in major financial institutions.  At January 31, 2011, $287.7 million of
the total cash and cash equivalents was in cash equivalents, the book value of which approximates fair value.

9.  In connection with the issuance of our senior secured first lien notes in the fourth quarter of fiscal 2009, we terminated our revolving credit facility and
refinanced the borrowing capacity thereunder.  Also in connection with the refinancing, we entered into certain stand alone cash collateralized letter of credit
agreements and facilities under which there were a total of $86.3 million and $89.5 million of letters of credit outstanding as of January 31, 2011 and October 31,
2010, respectively. These agreements and facilities require us to maintain specified amounts of cash as collateral in segregated accounts to support the letters of
credit issued thereunder, which will affect the amount of cash we have available for other uses. As of January 31, 2011 and October 31, 2010, the amount of cash
collateral in these segregated accounts was $88.3 million and $92.3 million, respectively, which is reflected in “Restricted cash” on the Condensed Consolidated
Balance Sheets.
 
Our wholly owned mortgage banking subsidiary, K. Hovnanian American Mortgage, LLC (“K. Hovnanian Mortgage”), originates mortgage loans primarily from
the sale of our homes. Such mortgage loans and related servicing rights are sold in the secondary mortgage market within a short period of time. Our secured
Master Repurchase Agreement with Citibank, N.A. (“Citibank Master Repurchase Agreement”) is a short-term borrowing facility that provides up to $50 million



through April 5, 2011. The loan is secured by the mortgages held for sale and is repaid when we sell the underlying mortgage loans to permanent
investors.  Interest is payable upon the sale of each mortgage loan to a permanent investor at LIBOR plus 4.00%.  We believe that we will be able to extend the
Citibank Master Repurchase Agreement beyond its expiration date, but there can be no assurance of such extension.  As of January 31, 2011, the aggregate
principal amount of all borrowings under the Citibank Master Repurchase Agreement was $18.8 million.

In addition to the Citibank Master Repurchase Agreement discussed above, K. Hovnanian Mortgage has a secured Master Repurchase Agreement with JPMorgan
Chase Bank, N.A. (“Chase Master Repurchase Agreement”) which is a short-term borrowing facility that provides up to $25 million through July 18, 2011. The
loan is secured by the mortgages held for sale and is repaid when we sell the underlying mortgage loans to permanent investors.  Interest is payable monthly on
outstanding advances at LIBOR floor of 2.00% plus applicable margin ranging from 2.50% to 3.00% based on the takeout investor and type of loan.  We believe
that we will be able to extend the Chase Master Repurchase Agreement beyond its expiration date, but there can be no assurance of such extension.  As of January
31, 2011, the aggregate principal amount of all borrowings under the Chase Master Repurchase Agreement was $5.3 million.

Both the Citibank Master Repurchase Agreement and the Chase Master Repurchase Agreement require K. Hovnanian Mortgage to satisfy and maintain specified
financial ratios and other financial condition tests. Because of the extremely short period of time mortgages are held by K. Hovnanian Mortgage before the
mortgages are sold to investors (generally a period of a few weeks), the immateriality to us on a consolidated basis of the size of the facilities, the levels required
by these financial covenants, our ability based on our immediately available resources to contribute sufficient capital to cure any default, were such conditions to
occur, and our right to cure any conditions of default based on the terms of the two agreements, we do not consider any of these covenants to be substantive or
material. As of January 31, 2011, we believe we were in compliance with the covenants of the Citibank Master Repurchase Agreement and the Chase Master
Repurchase Agreement. 

10.  At January 31, 2011, we had $797.2 million ($785.0 million net of discount) of outstanding senior secured notes, comprised of $0.5 million 11 1/2% Senior
Secured Notes due 2013, $785.0 million 10 5/8% Senior Secured Notes due 2016 and $11.7 million 18% Senior Secured Notes due 2017.  At January 31, 2011,
we also had $713.2 million of outstanding senior notes ($711.7 million net of discount), comprised of $35.5 million 8% Senior Notes due 2012, $54.4 million 6
1/2% Senior Notes due 2014, $29.2 million 6 3/8% Senior Notes due 2014, $52.7 million 6 1/4% Senior Notes due 2015, $173.2 million 6 1/4% Senior Notes due
2016, $172.3 million 7 1/2% Senior Notes due 2016 and $195.9 million 8 5/8% Senior Notes due 2017.  In addition, we had $120.2 million of outstanding senior
subordinated notes, comprised of $66.7 million 8 7/8% Senior Subordinated Notes due 2012, and $53.5 million 7 3/4% Senior Subordinated Notes due
2013.  During February 2011, we issued new senior notes and tangible equity units as well as repurchased certain senior and senior subordinated notes in tender
offers for such notes.  We also called for redemption all of such notes not tendered in the tender offers.  See Note 21 for more detail on these transactions.

We and each of our subsidiaries are guarantors of the senior secured, senior and senior subordinated notes, except for K. Hovnanian Enterprises, Inc. (“K.
Hovnanian”), the issuer of the notes, our home mortgage subsidiaries, joint ventures and subsidiaries holding interests in our joint ventures, certain of our title
insurance subsidiaries and our foreign subsidiary (see Note 20).  The indentures governing the senior secured, senior and senior subordinated notes do not contain
any financial maintenance covenants, but do contain restrictive covenants that limit, among other things, the Company’s ability and that of certain of its
subsidiaries, including K. Hovnanian, the issuer of the senior secured, senior and senior subordinated notes, to incur additional indebtedness (other than certain
permitted indebtedness, refinancing indebtedness and non-recourse indebtedness), pay dividends and make distributions on common and preferred stock,
repurchase senior and senior subordinated notes (with respect to the senior secured first-lien notes indenture), make other restricted payments, make investments,
sell certain assets, incur liens, consolidate, merge, sell or otherwise dispose of all or substantially all assets and enter into certain transactions with affiliates.  The
indentures also contain events of default which would permit the holders of the senior secured, senior, and senior subordinated notes to declare those notes to be
immediately due and payable if not cured within applicable grace periods, including the failure to make timely payments on the notes or other material
indebtedness, the failure to comply with agreements and covenants and specified events of bankruptcy, and insolvency and, with respect to the indentures
governing the senior secured notes, the failure of the documents granting security for the senior secured notes to be in full force and effect and the failure of the
liens on any material portion of the collateral securing the senior secured notes to be valid and perfected. As of January 31, 2011, we believe we were in
compliance with the covenants of the indentures governing our outstanding notes.

Under the terms of the indentures, we have the right to make certain redemptions and, depending on market conditions and covenant restrictions, may do so from
time to time. We also continue to evaluate our capital structure and may also continue to make debt purchases and/or exchanges from time to time through tender
offers, open market purchases, private transactions, or otherwise or seek to raise additional debt or equity capital, depending on market conditions and covenant
restrictions.

If our consolidated fixed charge coverage ratio, as defined in the indentures governing our senior secured, senior, and senior subordinated notes, is less than 2.0 to
1.0, we are restricted from making certain payments, including dividends, and from incurring indebtedness other than certain permitted indebtedness, refinancing
indebtedness, and non-recourse indebtedness. As a result of this restriction, we are currently restricted from paying dividends, which are not cumulative, on our
7.625% Series A Preferred Stock. If current market trends continue or worsen, we will continue to be restricted from paying dividends for the foreseeable
future.  Our inability to pay dividends is in accordance with covenant restrictions and will not result in a default under our bond indentures or otherwise affect
compliance with any of the covenants contained in the bond indentures.

The 10 5/8% Senior Secured Notes due 2016 are secured by a first-priority lien, the 11 1/2% Senior Secured Notes due 2013 are secured by a second-priority lien
and the 18% Senior Secured Notes due 2017 are secured by a third-priority lien, in each case, subject to permitted liens and other exceptions, on substantially all
the assets owned by us, K. Hovnanian (the issuer of the senior secured notes) and the guarantors, in the case of the 11 1/2% Senior Secured Notes due 2013 and
the 18% Senior Secured Notes due 2017, to the extent such assets secure obligations under the 10 5/8% Senior Secured Notes due 2016.  At January 31, 2011, the
aggregate book value of the real property collateral securing these notes was approximately $757.5 million, which does not include the impact of inventory
investments, home deliveries, or impairments thereafter and which may differ from the appraised value. In addition, cash collateral securing these notes was
$273.3 million as of January 31, 2011, which includes $88.3 million of restricted cash also collateralizing certain letters of credit.  Subsequent to such date, cash
uses include general business operations and real estate and other investments.

11.  Each share of Class A Common Stock entitles its holder to one vote per share and each share of Class B Common Stock entitles its holder to ten votes per
share.  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.  If a shareholder desires to sell shares of Class B Common Stock, such stock must be converted into
shares of Class A Common Stock.

Basic earnings per share is computed by dividing net income or (loss) (the “numerator”) by the weighted-average number of common shares, adjusted for non-
vested shares of restricted stock (the “denominator”) for the period.  Computing diluted earnings per share is similar to computing basic earnings per share, except
that the denominator is increased to include the dilutive effects of options and non-vested shares of restricted stock. Any options that have an exercise price
greater than the average market price are considered to be anti-dilutive and are excluded from the diluted earnings per share calculation.  For the three months
ended January 31, 2011, 0.6 million incremental shares attributed to non-vested stock and outstanding options to purchase common stock were excluded from the
computation of diluted EPS because we had a net loss for the period, and any incremental shares would not be dilutive. In addition, shares related to out-of-the
money stock options that could potentially dilute basic EPS in the future that were not included in the computation of diluted EPS were 4.6 million for the three



months ended January 31, 2011, because to do so would have been anti-dilutive for the period presented.  For the three months ended January 31, 2010, diluted
earnings per common share was computed using the weighted average number of shares outstanding adjusted for the 0.6 million incremental shares attributed to
non-vested stock and outstanding options to purchase common stock, but excluded 3.5 million shares related to out-of-the money stock options that could
potentially dilute basic EPS in the future that were not included in the computation of diluted EPS.

On July 3, 2001, our Board of Directors authorized a stock repurchase program to purchase up to 4 million shares of Class A Common Stock.  There have been no
purchases during the three months ended January 31, 2011.  As of January 31, 2011, 3.4 million shares of Class A Common Stock have been purchased under this
program.

During February 2011, we issued an aggregate of 13,512,500 shares of Class A Common Stock.  See Note 21 for more detail on this transaction.

12.  On July 12, 2005, we issued 5,600 shares of 7.625% Series A Preferred Stock, with a liquidation preference of $25,000.  Dividends on the Series A Preferred
Stock are not cumulative and are payable at an annual rate of 7.625%.  The Series A Preferred Stock is not convertible into the Company’s common stock and is
redeemable in whole or in part at our option at the liquidation preference of the shares beginning on the fifth anniversary of their issuance.  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.  The depositary shares are listed on
the NASDAQ Global Market under the symbol “HOVNP”.  During the three months ended January 31, 2011 and 2010, we did not make any dividend payments
on the Series A Preferred Stock as a result of covenant restrictions in the indentures governing our senior secured, senior and senior subordinated notes discussed
above.  We anticipate we will be restricted from paying dividends for the foreseeable future.

13.  On August 4, 2008, we announced that our Board of Directors adopted a shareholder rights plan (the “Rights Plan”) designed to preserve shareholder value
and the value of certain income tax assets primarily associated with net operating loss carryforwards (“NOL”) and built-in losses under Section 382 of the Internal
Revenue Code. Our ability to use NOLs and built-in losses would be limited if there was an “ownership change” under Section 382. This would occur if
shareholders owning (or deemed under Section 382 to own) 5% or more of our stock increase their collective ownership of the aggregate amount of our
outstanding shares by more than 50 percentage points over a defined period of time. The Rights Plan was adopted to reduce the likelihood of an “ownership
change” occurring as defined by Section 382. Under the Rights Plan, one right was distributed for each share of Class A Common Stock and Class B Common
Stock outstanding as of the close of business on August 15, 2008. Effective August 15, 2008, if any person or group acquires 4.9% or more of the outstanding
shares of Class A Common Stock without the approval of the Board of Directors, there would be a triggering event causing significant dilution in the voting
power of such person or group. However, existing stockholders who owned, at the time of the Rights Plan’s adoption, 4.9% or more of the outstanding shares of
Class A Common Stock will trigger a dilutive event only if they acquire additional shares. The approval of the Board of Directors’ decision to adopt the Rights
Plan may be terminated by the Board at any time, prior to the Rights being triggered. The Rights Plan will continue in effect until August 15, 2018, unless it
expires earlier in accordance with its terms. The approval of the Board of Directors’ decision to adopt the Rights Plan was submitted to a stockholder vote and
approved at a Special Meeting of stockholders held on December 5, 2008. Also at the Special Meeting 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 net operating loss
carryforwards and built-in losses 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 our
stock that result from the transfer of interests in other entities that own our stock) if the effect would be to: (i) increase the direct or indirect ownership of our
stock by any person (or public group) from less than 5% to 5% or more of our stock; (ii) increase the percentage of our stock owned directly or indirectly by a
person (or public group) owning or deemed to own 5% or more of our common stock; or (iii) create a new "public group" (as defined in the applicable Treasury
Regulations).

14.  On November 6, 2009, President Obama signed the Worker, Homeownership, and Business Assistance Act of 2009, under which the Company was able to
carryback its 2009 net operating loss to previously profitable years that were not available for carryback prior to the new tax legislation.  We recorded the impact
of the carryback of $291.3 million in the three months ended January 31, 2010.  We received $274.1 million in the second quarter of fiscal 2010 and the remaining
$17.2 million in the three months ended January 31, 2011.

Deferred federal and state income tax assets primarily represent the deferred tax benefits arising from temporary differences between book and tax income which
will be recognized in future years as an offset against future taxable income. If the combination of future years’ income (or loss) and the reversal of the timing
differences results in a loss, such losses can be carried forward to future years to recover the deferred tax assets. In accordance with ASC 740, we evaluate our
deferred tax assets quarterly to determine if valuation allowances are required.  ASC 740 requires that companies assess whether valuation allowances should be
established based on the consideration of all available evidence using a “more likely than not” standard.  Given the continued downturn in the homebuilding
industry during 2009, 2010 and the first quarter of 2011, resulting in additional inventory and intangible impairments, we are in a three-year cumulative loss
position as of January 31, 2011.  According to ASC 740, a three-year cumulative loss is significant negative evidence in considering whether deferred tax assets
are realizable.  Our valuation allowance for current and deferred taxes amounted to $833.0 million and $811.0 million at January 31, 2011 and October 31, 2010,
respectively.  The valuation allowance increased during the three months ended January 31, 2011 primarily due to additional reserves recorded for the federal tax
benefits related to the losses incurred during the period.

15.  Our operating segments are components of our business for which discrete financial information is available and reviewed regularly by the chief operating
decision-maker, our Chief Executive Officer, to evaluate performance and make operating decisions.  Based on this criteria, each of our communities qualifies as
an operating segment, and therefore, it is impractical to provide segment disclosures for this many segments.  As such, we have aggregated the homebuilding
operating segments into six reportable segments.

Our homebuilding operating segments are aggregated into reportable segments based primarily upon geographic proximity, similar regulatory environments, land
acquisition characteristics and similar methods used to construct and sell homes.  The Company’s reportable segments consist of the following six homebuilding
segments and a financial services segment:

Homebuilding:
 (1) Northeast (New Jersey, New York, and Pennsylvania)
 (2) Mid-Atlantic (Delaware, Maryland, Virginia, West Virginia, and Washington D.C.)
 (3) Midwest (Illinois, Kentucky, Minnesota, and Ohio)
 (4) Southeast (Florida, Georgia, North Carolina, and South Carolina)
 (5) Southwest (Arizona and Texas)
 (6) West (California)

Financial Services

Operations of the Company’s Homebuilding segments primarily include the sale and construction of single-family attached and detached homes, attached
townhomes and condominiums, mid-rise condominiums, urban infill and active adult homes in planned residential developments.  In addition, from time to time,



operations of the homebuilding segments include sales of land.  Operations of the Company’s Financial Services segment include mortgage banking and title
services provided to the homebuilding operations’ customers.  We do not retain or service mortgages that we originate but rather sell the mortgages and related
servicing rights to investors.

Corporate and unallocated primarily represents operations at our headquarters in Red Bank, New Jersey.  This includes our executive offices, information
services, human resources, corporate accounting, training, treasury, process redesign, internal audit, construction services, and administration of insurance,
quality, and safety.  It also includes interest income and interest expense resulting from interest incurred that cannot be capitalized in inventory in the
Homebuilding segments, as well as the gains or losses on extinguishment of debt from debt repurchases or exchanges.
 
Evaluation of segment performance is based primarily on operating earnings from continuing operations before provision for income taxes (“(Loss) income
before income taxes”).  (Loss) income before income taxes for the Homebuilding segments consists of revenues generated from the sales of homes and land,
(loss) income from unconsolidated entities, management fees and other income, less the cost of homes and land sold, selling, general and administrative expenses,
interest expense and non-controlling interest expense.  Income before income taxes for the Financial Services segment consists of revenues generated from
mortgage financing, title insurance and closing services, less the cost of such services and certain selling, general and administrative expenses and interest
expenses incurred by the Financial Services segment.

Operational results of each segment are not necessarily indicative of the results that would have occurred had the segment been an independent stand-alone entity
during the periods presented.

 
 



 

Financial information relating to the Company’s segment operations was as follows:

 Three Months Ended
 January 31,
(In thousands) 2011  2010
    
Revenues:    
  Northeast $45,341  $69,461 
  Mid-Atlantic 46,422  67,023 
  Midwest 14,090  23,432 
  Southeast 15,521  24,785 
  Southwest 91,393  82,548 
  West 32,749  44,479 
     Total homebuilding 245,516  311,728 
  Financial services 7,094  7,606 
  Corporate and unallocated (43) 311 
     Total revenues $252,567  $319,645 
    
(Loss) income before income taxes:    
  Northeast $(14,638) $(10,221)
  Mid-Atlantic (3,159) 599 
  Midwest (1,926) (2,240)
  Southeast (3,020) (2,188)
  Southwest 5,403  3,891 
  West (8,614) (5,873)
     Homebuilding loss
        before income taxes (25,954)

 
(16,032)

  Financial services 1,624  2,211 
  Corporate and unallocated (40,233) (41,147)
     Loss before income taxes $(64,563) $(54,968)

 January 31,  October 31,
(In thousands) 2011  2010
    
Assets:    
  Northeast $435,562  $456,544 
  Mid-Atlantic 198,242  177,503 
  Midwest 48,183  47,818 
  Southeast 67,232  58,765 
  Southwest 185,949  206,001 
  West 158,116  195,808 
     Total homebuilding 1,093,284  1,142,439 
  Financial services 49,985  101,795 
  Corporate and unallocated 526,814  573,326 
     Total assets $1,670,083  $1,817,560 

 
16.  The Company enters into land and lot option purchase contracts to procure land or lots for the construction of homes. Under these contracts, the Company
will fund a stated deposit in consideration for the right, but not the obligation, to purchase land or lots at a future point in time with predetermined terms. Under
the terms of the option purchase contracts, many of the option deposits are not refundable at the Company's discretion.
 
Certain option purchase contracts result in the creation of a variable interest in the entity that owns the land parcel under option. In June 2009, the FASB revised
its guidance regarding the determination of a primary beneficiary of a variable interest entity.  The revisions were effective for the Company as of November 1,
2010 and amend the existing quantitative guidance used in determining the primary beneficiary of a variable interest entity by requiring entities to qualitatively
assess whether an enterprise is a primary beneficiary, based on whether the entity has (i) power to direct the significant activities of the entity and (ii) an
obligation to absorb losses or the right to receive benefits that could be potentially significant to the entity.   The revised guidance also increased the required
disclosures about a reporting entity's involvement with variable interest entities. The Company has determined it did not have the power to direct the activities
that most significantly impact such entities' economic performance, therefore, all of the variable interest entities that were previously reported as consolidated
inventory not owned on the Company's balance sheets were deconsolidated which reduced, as of November 1, 2010, Consolidated inventory not owned and
Liabilities from inventory not owned by $32.7 million.

 
We will continue to secure land and lots using options, some of which are with variable interest entities. Including deposits on our unconsolidated variable interest
entities, at January 31, 2011, we had total cash and letters of credit deposits amounting to approximately $28.4 million to purchase land and lots with a total
purchase price of $717.4 million.  The maximum exposure to loss with respect to our land and lot options is limited to the deposits, although some deposits are
refundable at our request or refundable if certain conditions are not met.
 

17.  We enter into homebuilding and land development joint ventures from time to time as a means of accessing lot positions, expanding our market opportunities,
establishing strategic alliances, managing our risk profile, leveraging our capital base and enhancing returns on capital.  Our homebuilding joint ventures are
generally entered into with third-party investors to develop land and construct homes that are sold directly to third-party homebuyers.  Our land development joint



ventures include those entered into with developers and other homebuilders as well as financial investors to develop finished lots for sale to the joint venture’s
members or other third parties.
 
During the three months ended January 31, 2011, we entered into a joint venture agreement to acquire a portfolio of homebuilding projects, including land we
previously owned in the consolidated group. We sold the land we owned to the joint venture for net proceeds of $36.1 million, which was equal to our basis in the
land at that time, and recorded an investment in unconsolidated joint ventures of $19.7 million for our interest in the venture.  Separately, during the three months
ended January 31, 2011, our partner in a land development joint venture transferred its interest in the venture to us.  The consolidation resulted in increases in
inventory and non-recourse land mortgages of $9.5 million and $18.5 million, respectively, and a decrease in other liabilities of $9.0 million.
 

 
 



 

The tables set forth below summarize the combined financial information related to our unconsolidated homebuilding and land development joint
ventures that are accounted for under the equity method.

(Dollars in thousands)   January 31, 2011   
 Homebuilding  Land Development  Total
Assets:      
Cash and cash equivalents $21,646 $324 $21,970
Inventories 306,308 15,790 322,098
Other assets 20,317 643 20,960
Total assets $348,271 $16,757 $365,028
      
Liabilities and equity:      
Accounts payable and accrued
  liabilities $14,190 $12,455 $26,645
Notes payable 200,107 21 200,128
  Total liabilities 214,297 12,476 226,773
Equity of:      
  Hovnanian Enterprises, Inc. 48,950 2,147 51,097
  Others 85,024 2,134 87,158
Total equity 133,974 4,281 138,255
Total liabilities and equity $348,271 $16,757 $365,028
Debt to capitalization ratio 60% 0% 59%

(Dollars in thousands)   October 31, 2010   
 Homebuilding  Land Development  Total
Assets:      
Cash and cash equivalents $17,538 $161 $17,699
Inventories 247,790 73,864 321,654
Other assets 20,321   20,321
Total assets $285,649 $74,025 $359,674
      
Liabilities and equity:      
Accounts payable and accrued
  liabilities $19,076 $17,266 $36,342
Notes payable 159,715 36,791 196,506
  Total liabilities 178,791 54,057 232,848
Equity of:      
  Hovnanian Enterprises, Inc. 29,208 2,510 31,718
  Others 77,650 17,458 95,108
Total equity 106,858 19,968 126,826
Total liabilities and equity $285,649 $74,025 $359,674
Debt to capitalization ratio 60% 65% 61%

As of January 31, 2011 and October 31, 2010, we had advances outstanding of approximately $13.9 million and $13.5 million, respectively, to these
unconsolidated joint ventures, which were included in the “Accounts payable and accrued liabilities” balances in the table above.  On our Condensed
Consolidated Balance Sheets our “Investments in and advances to unconsolidated joint ventures” amounted to $57.8 million and $38.0 million at January 31,
2011 and October 31, 2010, respectively.  In some cases, our net investment in these joint ventures is less than our proportionate share of the equity reflected in
the table above because of the differences between asset impairments recorded against our joint venture investments and any impairments recorded in the
applicable joint venture.  During the first three months of fiscal 2011, we did not write down any joint venture investments based on our determination that none
of the investments in our joint ventures sustained an other than temporary impairment during that period.

 
 For the Three Months Ended January 31, 2011
(In thousands) Homebuilding  Land Development  Total
      
Revenues $23,031  $4,894  $27,925 
Cost of sales and expenses (24,905) (4,739) (29,644)
Joint venture net (loss) income $(1,874) $155  $(1,719)
Our share of net (loss) income $(1,002) $143  $(859)

 For the Three Months Ended January 31, 2010
In thousands) Homebuilding  Land Development  Total
      
Revenues $21,711  $6,271  $27,982 
Cost of sales and expenses (21,294) (3,124) (24,418)
Joint venture net income $417  $3,147  $3,564 
Our share of net income (loss) $9  $(441) $(432)

Loss from unconsolidated joint ventures is reflected as a separate line in the accompanying Condensed Consolidated Statements of Operations and reflects our
proportionate share of the loss of these unconsolidated homebuilding and land development joint ventures.  The difference between our share of the loss from
these unconsolidated joint ventures disclosed in the tables above for the three months ended January 31, 2011 and January 31, 2010 compared to the Condensed



Consolidated Statements of Operations is due primarily to one joint venture that had net income for which we do not get any share of the profit because of the
cumulative equity position of the joint venture, the reclassification of the intercompany portion of management fee income from certain joint ventures and the
deferral of income for lots purchased by us from certain joint ventures.  Our ownership interests in the joint ventures vary but are generally 50% or less.  In
determining whether or not we must consolidate joint ventures where we are the manager of the joint venture, we assess whether the other partners have specific
rights to overcome the presumption of control by us as the manager of the joint venture.  In most cases, the presumption is overcome because the joint venture
agreements require that both partners agree on establishing the operating and capital decisions of the partnership, including budgets in the ordinary course of
business.

Typically, our unconsolidated joint ventures obtain separate project specific mortgage financing, however, most of our more recently established joint ventures
have not obtained any financing, therefore the capital is all equity for these joint ventures.  Generally, the amount of such financing is targeted to be no more than
50% of the joint venture’s total assets.  However, because of impairments realized in the joint ventures the average debt to capitalization ratio of all our joint
ventures is currently 59%.  Financing is on a nonrecourse basis, with guarantees from us limited only to performance and completion of development,
environmental indemnification, standard warranty and representation against fraud, misrepresentation and other similar actions, including a voluntary bankruptcy
filing.  In some instances, the joint venture entity is considered a variable interest entity under ASC 810-10 "Consolidation – Overall" due to the returns being
capped to the equity holders; however, in these instances, we are not the primary beneficiary, and therefore we do not consolidate these entities.

18.  Recent Accounting Pronouncements - In January 2010, the FASB issued ASU 2010-06, “Improving Disclosures about Fair Value Measurements,” which
requires additional disclosures about transfers between Levels 1 and 2 of the fair value hierarchy and disclosures about purchases, sales, issuances and settlements
in the roll forward of activity in Level 3 fair value measurements. This guidance was effective for the Company in our second quarter of fiscal 2010, except for
the Level 3 activity disclosures, which are effective for us in fiscal 2012. The adoption of this guidance, which is related to disclosure only, did not (with respect
to Levels 1 and 2) and will not (with respect to Level 3 activity) have a material impact on our consolidated financial statements.

19.  ASC 820, “Fair Value Measurements and Disclosures” (“ASC 820”), provides a framework for measuring fair value, expands disclosures about fair-value
measurements and establishes a fair-value hierarchy which prioritizes the inputs used in measuring fair value summarized as follows:

Level 1                      Fair value determined based on quoted prices in active markets for identical assets.

Level 2                      Fair value determined using significant other observable inputs.

Level 3                      Fair value determined using significant unobservable inputs.

Our financial instruments measured at fair value on a recurring basis are summarized below:

(In thousands)  Fair Value Hierarchy  
Fair Value at

January 31, 2011
 Fair Value at

October 31, 2010
       
Mortgage loans held for sale (1)  Level 2  $36,378  $85,358 
Interest rate lock commitments  Level 2  11  79 
Forward contracts  Level 2  (212) (254)
    $36,177 $85,183 

(1)  The aggregate unpaid principal balance was $36.1 million and $84.1 million at January 31, 2011 and October 31, 2010, respectively.

We elected the fair value option for our loans held for sale for mortgage loans originated subsequent to October 31, 2008 in accordance with ASC 825, “Financial
Instruments” (“ASC 825”), which permits us to measure financial instruments at fair value on a contract-by-contract basis.  Management believes that the election
of the fair value option for loans held for sale improves financial reporting by mitigating volatility in reported earnings caused by measuring the fair value of the
loans and the derivative instruments used to economically hedge them without having to apply complex hedge accounting provisions.  In addition, the fair value
of servicing rights is included in the Company’s loans held for sale as of January 31, 2011.  Fair value of the servicing rights is determined based on values in the
Company’s servicing sales contracts.  Fair value of loans held for sale is based on independent quoted market prices, where available, or the prices for other
mortgage whole loans with similar characteristics.

For the financial instruments measured at fair value, gains and losses from initial measurement and subsequent changes in fair value are recognized in the
Financial Services segment’s earnings (loss).  The changes in fair values that are included in earnings (loss) are shown, by financial instrument and financial
statement line item, below:

  Three Months Ended January 31, 2011

(In thousands)
 Loans Held

For Sale  
Interest Rate Lock

Commitments  Forward Contracts
       
Changes in fair value included in net
   earnings (loss), all reflected in
   financial services revenues

 

$(967) $(69) $41 

  Three Months Ended January 31, 2010

(In thousands)
 Loans Held

For Sale  
Interest Rate Lock

Commitments  Forward Contracts
       
Changes in fair value included in net
   earnings (loss), all reflected in
   financial services revenues

 

$(473) $6  $116 

The Company’s assets measured at fair value on a nonrecurring basis are those assets for which the Company has recorded valuation adjustments and write-offs
during the three months ended January 31, 2011.  The assets measured at fair value on a nonrecurring basis are all within the Company’s Homebuilding
operations and are summarized below:



Non-financial Assets

    Three Months Ended
    January 31, 2011
         
(In thousands)  Fair Value Hierarchy  Pre-Impairment Amount  Total Losses  Fair Value
         
Sold and unsold homes
  and lots under development

 
Level 3

 
$12,132 $(2,204) $9,928

Land and land options
  held for future development
  or sale

 

Level 3

 

$12,714 $(4,575) $8,139
    $24,846 $(6,779) $18,067

    Three Months Ended
    January 31, 2010
         
(In thousands)  Fair Value Hierarchy  Pre-Impairment Amount  Total Losses  Fair Value
         
Sold and unsold homes
  and lots under development

 
Level 3

 
$1,642 $(629) $1,013

Land and land options
  held for future development
  or sale

 

Level 3

 

$4,629 $(2,620) $2,009
    $6,271 $(3,249) $3,022

We record impairment losses on inventories related to communities under development and held for future development when events and circumstances indicate
that they may be impaired and the undiscounted cash flows estimated to be generated by those assets are less than their related carrying amounts.  If the expected
undiscounted cash flows are less than the carrying amount, then the community is written down to its fair value.  We estimate the fair value of each impaired
community by determining the present value of the estimated future cash flows at a discount rate commensurate with the risk of the respective community.  For
the three months ended January 31, 2011, our discount rates used for the impairments recorded ranged from 18.0% to 19.8%.  Should the estimates or
expectations used in determining cash flows or fair value decrease or differ from current estimates in the future, we may need to recognize additional
impairments.

The Financial Services segment had a pipeline of loan applications in process of $204.1 million at January 31, 2011.  Loans in process for which interest rates
were committed to the borrowers totaled approximately $32.1 million as of January 31, 2011.  Substantially all of these commitments were for periods of 60 days
or less.  Since a portion of these commitments is expected to expire without being exercised by the borrowers, the total commitments do not necessarily represent
future cash requirements.

The Financial Services segment uses investor commitments and forward sales of mandatory mortgage-backed securities (“MBS”) to hedge its mortgage-related
interest rate exposure.  These instruments involve, to varying degrees, elements of credit and interest rate risk.  Credit risk is managed by entering into MBS
forward commitments, option contracts with investment banks, federally regulated bank affiliates and loan sales transactions with permanent investors meeting
the segment’s credit standards.  The segment’s risk, in the event of default by the purchaser, is the difference between the contract price and fair value of the MBS
forward commitments and option contracts.  At January 31, 2011, the segment had open commitments amounting to $20.5 million to sell MBS with varying
settlement dates through March 21, 2011.

Our financial instruments consist of cash and cash equivalents, restricted cash, receivables, deposits and notes, accounts payable and other liabilities, customer
deposits, mortgage loans held for sale, nonrecourse land and operating properties mortgages, letter of credit agreements and facilities, mortgage warehouse line of
credit, accrued interest, and the senior secured, senior and senior subordinated notes payable.  The fair value of financial instruments is determined by reference to
various market data and other valuation techniques, as appropriate.  The fair value of each of the senior secured, senior and senior subordinated notes is estimated
based on recent trades for the same or similar issues or the quoted market prices on the current rates offered to us for debt of the same remaining maturities.  The
fair value of the senior secured, senior and senior subordinated notes is estimated at $872.6 million, $567.0 million and $116.7 million, respectively, as of January
31, 2011 and $830.7 million, $515.6 million and $113.6 million, respectively, as of October 31, 2010.  The fair value of our other financial instruments
approximates their recorded values.

20.  One of Hovnanian Enterprises, Inc.'s, the parent company (the "Parent"), wholly owned subsidiaries, K. Hovnanian Enterprises, Inc. (the “Subsidiary
Issuer”), acts as a finance entity that as of January 31, 2011, had issued and outstanding approximately $797.2 million of senior secured notes ($785.0 million, net
of discount), $713.2 million of senior notes ($711.7 million, net of discount), and $120.2 million of senior subordinated notes.  The senior secured notes, senior
notes and senior subordinated notes are fully and unconditionally guaranteed by the Parent.

In addition to the Parent, each of the wholly owned subsidiaries of the Parent other than the Subsidiary Issuer (collectively, the “Guarantor Subsidiaries”), with
the exception of certain of its home mortgage subsidiaries,  joint ventures, subsidiaries holding interests in its joint ventures, certain of its title insurance
subsidiaries and its foreign subsidiary (collectively, the “Nonguarantor Subsidiaries”), have guaranteed fully and unconditionally, on a joint and several basis, the
obligations of the Subsidiary Issuer to pay principal, interest and premiums, if any, under the senior secured notes, senior notes, and senior subordinated notes.

In lieu of providing separate financial statements for the Guarantor Subsidiaries, we have included the accompanying condensed consolidating financial
statements.  Management does not believe that separate financial statements of the Guarantor Subsidiaries are material to users of our consolidated financial
statements.  Therefore, separate financial statements and other disclosures concerning the Guarantor Subsidiaries are not presented.

The following condensed consolidating financial statements present the results of operations, financial position and cash flows of (i) the Parent, (ii) the Subsidiary
Issuer, (iii) the Guarantor Subsidiaries, (iv) the Nonguarantor Subsidiaries and (v) the eliminations to arrive at the information for Hovnanian Enterprises, Inc. on
a consolidated basis.

 
 



 

HOVNANIAN ENTERPRISES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

CONDENSED CONSOLIDATING BALANCE SHEET
JANUARY 31, 2011

(In Thousands)
 

Parent
 Subsidiary

Issuer
 Guarantor

Subsidiaries
 NonGuarantor

Subsidiaries
 

Eliminations
 

Consolidated
ASSETS:            
Homebuilding $14,486  $295,752  $1,102,754  $207,106  $             $1,620,098 
Financial services     4,454  45,531    49,985 
Investments in and amounts
  due to and from
  consolidated subsidiaries (378,727) 2,099,413  (2,247,111) 135,131  391,294  - 
Total assets $(364,241) $2,395,165  $(1,139,903) $387,768  $391,294  $1,670,083
            
LIABILITIES AND EQUITY:            
Homebuilding $1,120  $5  $338,108  $3,965  $              $343,198 
Financial services     4,143  34,243    38,386 
Notes payable   1,649,737  26      1,649,763 
Income taxes payable 36,674  -  3,361      40,035 
Stockholders’ (deficit) equity (402,035) 745,423  (1,485,541) 348,824  391,294  (402,035)
Non-controlling interest in
  consolidated joint ventures       736    736 
Total liabilities and equity $(364,241) $2,395,165  $(1,139,903) $387,768  $391,294  $1,670,083 

HOVNANIAN ENTERPRISES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

CONDENSED CONSOLIDATING BALANCE SHEET
OCTOBER 31, 2010

(In Thousands)
 

Parent
 Subsidiary

Issuer
 Guarantor

Subsidiaries
 NonGuarantor

Subsidiaries
 

Eliminations
 

Consolidated
ASSETS:            
Homebuilding $14,498  $334,551  $1,165,877  $200,839  $           $1,715,765 
Financial services     4,435  97,360    101,795
Investments in and amounts
  due to and from
  consolidated subsidiaries (330,310) 2,061,186  (2,202,568) 148,845  322,847  - 
Total assets $(315,812) $2,395,737  $(1,032,256) $447,044  $322,847  $1,817,560 
            
LIABILITIES AND EQUITY:            
Homebuilding $1,458  $              $401,567  $4,463  $          $407,488 
Financial services     4,271  85,514    89,785 
Notes payable   1,640,144  171      1,640,315 
Income tax payable 21,298    (3,388)     17,910 
Stockholders’ (deficit) equity (338,568) 755,593  (1,434,877) 356,437  322,847  (338,568)
Non-controlling interest in
  consolidated joint ventures       630    630 
Total liabilities and equity $(315,812) $2,395,737  $(1,032,256) $447,044  $322,847  $1,817,560 

 
 



 

HOVNANIAN ENTERPRISES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

CONDENSED CONSOLIDATING STATEMENTS OF OPERATIONS
THREE MONTHS ENDED JANUARY 31, 2011

(In Thousands)
 

Parent
 Subsidiary

Issuer
 Guarantor

Subsidiaries
 NonGuarantor

Subsidiaries
 

Eliminations
 

Consolidated
Revenues:            
Homebuilding $4  $(95) $245,908  $895  $(1,239) $245,473 
Financial services     1,332  5,762    7,094 
Intercompany charges   28,316  (35,458) (147) 7,289  - 
Total revenues 4  28,221  211,782  6,510  6,050  252,567 
            
Expenses:            
Homebuilding 1,544  38,390  268,974  450  1,310  310,668 
Financial services 88    1,242  4,140    5,470 
Total expenses 1,632  38,390  270,216  4,590  1,310  316,138 
Gain on extinguishment            
  of debt             -  
Loss from            
  unconsolidated joint     (250) (742)   (992)
  ventures            
(Loss) income before
  income taxes (1,628) (10,169) (58,684) 1,178  4,740  (64,563)
State and federal            
  income tax            
  (benefit) provision (5,881)   5,460      (421)
Equity in (loss) income            
  of consolidated            
  subsidiaries (68,395)       68,395  - 
Net (loss) income $(64,142) $(10,169) $(64,144) $1,178  $73,135  $(64,142)

HOVNANIAN ENTERPRISES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

CONDENSED CONSOLIDATING STATEMENTS OF OPERATIONS
THREE MONTHS ENDED JANUARY 31, 2010

(In Thousands)
 

Parent
 Subsidiary

Issuer
 Guarantor

Subsidiaries
 NonGuarantor

Subsidiaries
 

Eliminations
 

Consolidated
Revenues:            
Homebuilding $4  $(40) $313,275  $40  $(1,240) $312,039 
Financial services     1,459  6,147    7,606
Intercompany charges   31,563  (46,219) (441) 15,097  - 
Total revenues 4  31,523  268,515  5,746  13,857  319,645 
            
Expenses:            
Homebuilding 2,264  40,604  324,574  (679) 4,656  371,419 
Financial services 130    1,421  4,019  (175) 5,395 
Total expenses 2,394  40,604  325,995  3,340  4,481  376,814 
Gain on extinguishment            
  of debt   2,574        2,574 
(Loss) income from            
  unconsolidated joint            
  ventures     (394) 21    (373)
(Loss) income before
  income taxes (2,390) (6,507) (57,874) 2,427  9,376  (54,968)
State and federal            
  income tax            
  (benefit) provision (291,157) (2,277) (291,549) 224  293,602  (291,157)
Equity in (loss) income            
  from subsidiaries (52,578)       52,578  -
Net income (loss) $236,189  $(4,230) $233,675  $2,203  $(231,648) $236,189 

 
 



 

HOVNANIAN ENTERPRISES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

CONDENSED CONSOLIDATING STATEMENTS OF CASH FLOWS
THREE MONTHS ENDED JANUARY 31, 2011

(In Thousands)
 

Parent  
Subsidiary

Issuer  
 Guarantor

Subsidiaries  
NonGuarantor
Subsidiaries  Eliminations  Consolidated

Cash flows from operating
  activities:            
Net (loss) income $(64,142) $(10,169) $(64,144) $1,178  $73,135  $(64,142)
Adjustments to reconcile net            
  (loss) income to net cash            
  provided by (used in)            
  operating activities 15,725  14,051  91,484  18,494  (73,135) 66,619 
Net cash (used in) provided by         -   
  operating activities (48,417) 3,882  27,340  19,672    2,477 
Net cash provided by (used in)            
  investing activities     (233)  (1,355)   (1,588)
Net cash (used in)            
  financing activities     (2,122)  (49,571)   (51,693)
Intercompany investing and            
  financing activities – net 48,417  (38,227) (23,904) 13,714    - 
Net (decrease) increase in cash -  (34,345) 1,081  (17,540) -  (50,804)
Cash and cash equivalents            
  balance, beginning of period 10  212,370  (12,812) 167,612  -  367,180 
Cash and cash equivalents            
  balance, end of period $10  $178,025  $(11,731) $150,072  $       -  $316,376 

HOVNANIAN ENTERPRISES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

CONDENSED CONSOLIDATING STATEMENTS OF CASH FLOWS
THREE MONTHS ENDED JANUARY 31, 2010

(In Thousands)
 

Parent  
Subsidiary

Issuer  
 Guarantor

Subsidiaries  
NonGuarantor
Subsidiaries  Eliminations  Consolidated

Cash flows from operating
  activities:            
Net income (loss) $236,189  $(4,230) $233,675  $2,203 $(231,648) $236,189 
Adjustments to reconcile net            
  income (loss) to net cash            
   (used in) provided by            
  operating activities (287,584) 17,447  (270,046) 20,976  231,648  (287,559)
Net cash (used in) provided by            
  operating activities (51,395) 13,217  (36,371) 23,179  -  (51,370)
Net cash (used in)            
  investing activities     (63) (331)   (394)
Net cash (used in) provided by            
  financing activities   (22,721) 3,450  (22,593)   (41,864)
Intercompany investing and
  financing activities – net 51,395  (81,485) 34,280  (4,190)   - 
Net (decrease) increase in cash -  (90,989) 1,296  (3,935) -  (93,628)
Cash and cash equivalents            
  balance, beginning of period 10  292,407  (15,584) 149,859  -  426,692 
Cash and cash equivalents
  balance, end of period $10  $201,418  $(14,288) $145,924  $          -  $333,064 

 
 



 

21.  Subsequent Events - On February 9, 2011, we completed an underwritten public offering of 13,512,500 shares of our Class A Common Stock, including
1,762,500 shares issued pursuant to the over-allotment option granted to the underwriters, at a price of $4.30 per share.

Also on February 9, 2011, we and K. Hovnanian completed an underwritten public offering of an aggregate of 3,000,000 7.25% Tangible Equity Units (the
“Units”), and on February 14, 2011, we and K. Hovnanian issued an additional 450,000 Units pursuant to the over-allotment option granted to the underwriters.

Each Unit initially consists of (i) a prepaid stock purchase contract (each, a “Purchase Contract,” and collectively, the “Purchase Contracts”), which will be settled
by us by delivery of a number of shares of our Class A Common Stock to be determined pursuant to the Purchase Contract Agreement entered into in connection
with the issuance of the Units and (ii) a senior subordinated amortizing note due February 15, 2014 (each, an “Amortizing Note,” and collectively, the
“Amortizing Notes”) issued by K. Hovnanian and guaranteed by us and substantially all of our subsidiaries, which has an initial principal amount of $4.526049
per Amortizing Note, bears interest at a rate of 12.072% per annum, and has a scheduled final installment payment date of February 15, 2014.  Each Unit may be
separated into its constituent Purchase Contract and Amortizing Note after the initial issuance date of the Units, and the separate components may be combined to
create a Unit.  The amortizing note component of the Units will be recorded as debt, and the purchase contract component of the Units will be recorded as equity
as additional paid in capital.

Unless settled earlier, on February 15, 2014 (subject to postponement under certain circumstances), each Purchase Contract will automatically settle and we will
deliver a number of shares of Class A Common Stock based on the applicable market value, which is the average of the closing prices of the Class A Common
Stock on each of the 20 consecutive trading days beginning on, and including, the 23rd scheduled trading day immediately preceding February 15, 2014, as
follows:

 •  if the applicable market value equals or exceeds the threshold appreciation price, which is approximately $5.25, holders will receive 4.7655 shares
(subject to adjustment);

    
 •  if the applicable market value is greater than $4.30 but less than the threshold appreciation price, holders will receive a number of shares having a

value, based on the applicable market value, equal to $25; and
    
 •  if the applicable market value is less than or equal to $4.30, holders will receive 5.8140 shares (subject to adjustment).

At any time prior to the third scheduled trading day immediately preceding February 15, 2014, the holder of a Purchase Contract may settle its purchase contract
early, and we will deliver 4.7655 shares of Class A Common Stock.  In addition, if a “fundamental change” (as defined in the Purchase Contract Agreement)
occurs and the Purchase Contract holder elects to settle its Purchase Contract early in connection with such fundamental change, such holder will receive a
number of shares of Class A Common Stock based on the fundamental change early settlement rate, as described in the Purchase Contract Agreement.  We may
elect to settle all, but not less than all, outstanding Purchase Contracts prior to February 15, 2014 at the “early mandatory settlement rate” (as defined in the
Purchase Contract Agreement), upon a date fixed by us upon not less than five business days’ notice. Except for cash in lieu of fractional shares, the Purchase
Contract holders will not receive any cash distributions under the Purchase Contracts.

In order to preserve the tax treatment of our net operating loss carryforwards under the Internal Revenue Code of 1986, as amended, beneficial owners of Units
and any separate Purchase Contracts will be subject to both a beneficial ownership limitation (the “Section 382 Ownership Blocker”) and a settlement limitation
(the “Section 382 settlement blocker”) each as described in the Purchase Contract Agreement.  In addition, holders of Class A Common Stock (including holders
of Units or separate Purchase Contracts that become holders of Class A Common Stock upon settlement of the Purchase Contracts), will be subject to both our
stockholder rights plan and the transfer restrictions of our amended Certificate of Incorporation.

On each February 15, May 15, August 15 and November 15, commencing on May 15, 2011 (each, an “installment payment date”), K. Hovnanian will pay holders
of Amortizing Notes equal quarterly cash installments of $0.453125 per Amortizing Note (except for the May 15, 2011 installment payment, which will be
$0.483334 per Amortizing Note), which cash payment in the aggregate will be equivalent to 7.25% per year with respect to each $25 stated amount of Units. Each
installment will constitute a payment of interest (at a rate of 12.072% per annum) and a partial repayment of principal on the Amortizing Note, allocated as set
forth in the amortization schedule provided in the Indenture under which the Amortizing Notes were issued (the “Amortizing Notes Indenture”).  If we elect to
settle the Purchase Contracts early, holders of the Amortizing Notes will have the right to require K. Hovnanian to repurchase such holders’ Amortizing Notes,
except in certain circumstances as described in the Amortizing Notes Indenture.

The Units are listed on the New York Stock Exchange under the symbol “HOVU”. However, we will not initially apply to list the separate purchase contracts or
the separate amortizing notes on any securities exchange or automated inter-dealer quotation system.

On February 14, 2011, K. Hovnanian completed an underwritten public offering of $155.0 million aggregate principal amount of 11 7/8% Senior Notes due 2015
(the “Senior Notes”), which are guaranteed by us and substantially all of our subsidiaries.  The Senior Notes bear interest at a rate of 11 7/8% per annum, which is
payable semi-annually on April 15 and October 15 of each year, beginning on April 15, 2011, and mature on October 15, 2015.  The Senior Notes are redeemable
in whole or in part at K. Hovnanian’s option at 100% of the principal amount thereof plus accrued and unpaid interest to the date of redemption, if any, plus a
“make-whole” amount.  In addition, K. Hovnanian may redeem up to 35% of the aggregate principal amount of the Senior Notes before April 15, 2014 with the
net cash proceeds from certain equity offerings at a price equal to 111.875% of the principal amount thereof plus accrued and unpaid interest.

The net proceeds from the issuances of the Class A Common Stock, Units and Senior Notes were approximately $286.2 million, a portion of which were used to
fund the purchase, on February 14, 2011, of certain of K. Hovnanian’s senior and senior subordinated notes in tender offers for any and all of such notes as
follows: approximately $24.6 million aggregate principal amount of 8% Senior Notes due 2012 (the “2012 Senior Notes”), $44.1 million aggregate principal
amount of 8 7/8% Senior Subordinated Notes due 2012 (the “2012 Senior Subordinated Notes”) and $29.2 million aggregate principal amount of 7 3/4% Senior
Subordinated Notes due 2013 (the “2013 Notes” and, together with the 2012 Senior Notes and the 2012 Senior Subordinated Notes, the “Tender Offer Notes”).
Also on February 14, 2011, K. Hovnanian called for redemption on March 15, 2011 all Tender Offer Notes that were not tendered in the tender offers for an
aggregate redemption price of approximately $60.1 million.   Such redemptions will be funded with proceeds from the offerings of the Class A Common Stock,
the Units and the Senior Notes.  The remaining net proceeds from the issuances will be used for general corporate purposes.

 
 



 

ITEM 2.  MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
  AND RESULTS OF OPERATIONS

Beginning during the second half of our fiscal year ended October 31, 2006, the U. S. housing market has been impacted by declining consumer confidence,
increasing home foreclosure rates and large supplies of resale and new home inventories.  The result has been weakened demand for new homes, slower sales,
higher than normal cancellation rates until recently, and increased price discounts and other sales incentives to attract homebuyers.  Additionally, the availability
of certain mortgage financing products became more constrained starting in February 2007 when the mortgage industry began to more closely scrutinize
subprime, Alt-A, and other non-prime mortgage products, and over the past few years, many lenders have significantly tightened their underwriting
standards.  The overall economy has weakened significantly and fears of further prolonged economic weakness are still present due to high unemployment levels,
further deterioration in consumer confidence and the reduction in extensions of credit and consumer spending.  As a result, we experienced significant decreases
in our revenues and gross margins during 2007, 2008 and 2009 compared with prior years.  During 2010 and through January 31, 2011, the homebuilding market
exhibited a large degree of choppiness.  Signs of this choppiness can be seen in key measures, such as our gross margin, cancellation rates and total
deliveries.  We continued to see declines in deliveries and revenues during the first quarter of fiscal 2011, however, our gross margin percentage has increased to
16.9% for the three months ended January 31, 2011 from 16.0% for the three months ended January 31, 2010, and our contract cancellation rate of 22.0% in the
first quarter of fiscal 2011 is consistent with more normalized levels, as seen in fiscal 2003 and 2004.  Contracts per average active selling community decreased
to 4.3 for the three months ended January 31, 2011 compared to 4.5 in the same period in the prior year.  Active selling communities increased by 5.0% compared
with the same period a year ago.  Although we remain cautiously optimistic, several challenges such as persistently high unemployment levels and the threat of
more foreclosures continue to hinder a recovery in the housing market.

Over the course of this multiple year downturn in the homebuilding market, we have recorded $2.3 billion in inventory impairment and option walkaway charges
from the first quarter of 2006 through today.  We have exposure to additional impairments of our inventories, which, as of January 31, 2011, have a book value of
$948.2 million, net of $859.6 million of impairments recorded on 157 of our communities.  We also have $51.7 million invested in 12,153 lots under option,
including cash and letters of credit option deposits of $28.4 million as of January 31, 2011.  We will record a write-off for the amounts associated with an option if
we determine it is probable we will not exercise it.  As of January 31, 2011, we have total investments in, and advances to, unconsolidated joint ventures of $57.8
million.  Each of our joint ventures assesses its inventory and other long-lived assets for impairment and we separately assess our investment in joint ventures for
recoverability, which has resulted in total reductions in our investment in joint ventures of $115.8 million from the second half of fiscal 2006, the first period in
which we had impairments on our joint ventures, through October 31, 2010.  There were no write-downs of our investment in unconsolidated joint ventures
during the three months ended January 31, 2011.  We still have exposure to future write-downs of our investment in unconsolidated joint ventures if conditions
deteriorate further in the markets in which our joint ventures operate.
 
As the market for new homes declined, we adjusted our approach to land acquisition and construction practices and shortened our land pipeline, reduced
production volumes, and balanced home price and profitability with sales pace.  We delayed and cancelled planned land purchases and renegotiated land prices
and significantly reduced our total number of controlled lots owned and under option.  Additionally, we significantly reduced our total number of speculative
homes put into production over the past several years.  Recently, however, we have begun to see more opportunities to purchase land at prices that make
economic sense in light of the current sales prices and sales paces and plan to continue pursuing such land acquisitions.  New land purchases at pricing that will
generate appropriate investment returns and drive greater operating efficiencies are needed to return to profitability.  During the first quarter of fiscal 2011, we
decreased our controlled lots by 1,191, primarily due to land options that expired or we terminated, and we opened 16 new communities.  Also during the first
quarter of fiscal 2011, we purchased approximately 550 lots within 60 newly identified communities (which we define as communities that were controlled
subsequent to January 31, 2009).   In the third quarter of fiscal 2010 compared to the second quarter of fiscal 2010, we had an increase in active selling
communities in consecutive quarters.  This was the first consecutive quarter increase in active selling community count since the second quarter of fiscal
2007.  This trend continued into the fourth quarter of fiscal 2010, where we had an increase in active selling communities from the third quarter of fiscal 2010.  In
the first quarter of fiscal 2011, active selling communities decreased by four communities.  However, we put under option approximately 1,800 lots in 38 newly
identified communities during the first quarter of 2011.  We have also closely evaluated and made reductions in selling, general and administrative expenses,
including corporate general and administrative expenses, reducing these expenses during this downturn due in large part to a 77.6% reduction in head count at
January 31, 2011 from our peak in June 2006.  Given the persistence of these difficult market conditions, improving the efficiency of our selling, general and
administrative expenses will continue to be a significant area of focus.  For the three months ended January 31, 2011, homebuilding selling, general and
administrative costs declined 6.7% to $40.2 million compared to the three months ended January 31, 2010.

CRITICAL ACCOUNTING POLICIES

Management believes that the following critical accounting policies require its most significant judgments and estimates used in the preparation of the
consolidated financial statements:
 
Income Recognition from Home and Land Sales - We are primarily engaged in the development, construction, marketing and sale of residential single-family and
multi-family homes where the planned construction cycle is less than 12 months. For these homes, in accordance with ASC 360-20, “Property, Plant and
Equipment - Real Estate Sales” (“ASC 360-20”), revenue is recognized when title is conveyed to the buyer, adequate initial and continuing investments have been
received, and there is no continued involvement. In situations where the buyer’s financing is originated by our mortgage subsidiary and the buyer has not made an
adequate initial investment or continuing investment as prescribed by ASC 360-20, the profit on such sales is deferred until the sale of the related mortgage loan
to a third-party investor has been completed.
 
Income Recognition from Mortgage Loans - Our Financial Services segment originates mortgages, primarily for our homebuilding customers. We use mandatory
investor commitments and forward sales of mortgage-backed securities (“MBS”) to hedge our mortgage-related interest rate exposure on agency and government
loans.
 
We elected the fair value option for our loans held for sale for mortgage loans originated subsequent to October 31, 2008 in accordance with ASC 825, “Financial
Instruments”, which permits us to measure our loans held for sale at fair value. Management believes that the election of the fair value option for loans held for
sale improves financial reporting by mitigating volatility in reported earnings caused by measuring the fair value of the loans and the derivative instruments used
to economically hedge them without having to apply complex hedge accounting provisions. In addition, we recognize the fair value of our rights to service a
mortgage loan as revenue upon entering into an interest rate lock loan commitment with a borrower. The fair value of these servicing rights is included in loans
held for sale. Fair value of the servicing rights is determined based on values in the Company’s servicing sales contracts.

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 the Company remains liable for certain limited representations, such as fraud, and warranties related to loan sales.  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.  To date, we have not made significant payments to the purchasers of our loans and we have established reserves for potential losses.  Included in
mortgage loans held for sale at January 31, 2011 is $1.4 million of mortgage loans, which represent the fair value of loans that cannot currently be sold at
reasonable terms in the secondary mortgage market.  These loans are serviced by a third party until such time that they can be liquidated via alternative mortgage
markets, foreclosure or repayment.

Inventories - Inventories consist of land, land development, home construction costs, capitalized interest and construction overhead. Construction costs are
accumulated during the period of construction and charged to cost of sales under specific identification methods. Land, land development, and common facility
costs are allocated based on buildable acres to product types within each community, then charged to cost of sales equally based upon the number of homes to be
constructed in each product type.

We record inventories in our consolidated balance sheets at cost unless the inventory is determined to be impaired, in which case the inventory is written down to
its fair value. Our inventories consist of the following three components: (1) sold and unsold homes and lots under development, which includes all construction,
land, capitalized interest, and land development costs related to started homes and land under development in our active communities; (2) land and land options
held for future development or sale, which includes all costs related to land in our communities in planning or mothballed communities; and (3) consolidated
inventory not owned, which includes all costs related to specific performance options, variable interest entities, and other options, which consists primarily of
model homes financed with an investor and inventory related to structured lot options.

We have decided to mothball (or stop development on) certain communities where we have determined the current market conditions do not justify further
investment at this time. When we decide to mothball a community, the inventory is reclassified from "Sold and unsold homes and lots under development" to
"Land and land options held for future development or sale".  As of January 31, 2011, the net book value associated with our 53 mothballed communities was
$167.1 million, net of impairment charges of $542.8 million. We regularly review communities to determine if mothballing is appropriate or to re-activate
previously mothballed communities, as we did with three communities in the three months ended January 31, 2011.  In addition, during the first quarter of fiscal
2011, we sold two previously mothballed communities.

The recoverability of inventories and other long-lived assets are assessed in accordance with the provisions of ASC 360-10, “Property, Plant and Equipment -
Overall” (“ASC 360-10”). ASC 360-10 requires long-lived assets, including inventories, held for development to be evaluated for impairment based on
undiscounted future cash flows of the assets at the lowest level for which there are identifiable cash flows. As such, we evaluate inventories for impairment at the
individual community level, the lowest level of discrete cash flows that we measure.

We evaluate inventories of communities under development and held for future development for impairment when indicators of potential impairment are present.
Indicators of impairment include, but are not limited to, decreases in local housing market values, decreases in gross margins or sales absorption rates, decreases
in net sales prices (base sales price net of sales incentives), or actual or projected operating or cash flow losses. The assessment of communities for indication of
impairment is performed quarterly, primarily by completing detailed budgets for all of our communities and identifying those communities with a projected
operating loss for any projected fiscal year or for the entire projected community life. For those communities with projected losses, we estimate the remaining
undiscounted future cash flows and compare those to the carrying value of the community, to determine if the carrying value of the asset is recoverable.

The projected operating profits, losses, or cash flows of each community can be significantly impacted by our estimates of the following:

 • future base selling prices;
 
 • future home sales incentives;
 
 • future home construction and land development costs; and
 
 • future sales absorption pace and cancellation rates.
 
These estimates are dependent upon specific market conditions for each community. While we consider available information to determine what we believe to be
our best estimates as of the end of a quarterly reporting period, these estimates are subject to change in future reporting periods as facts and circumstances change.
Local market-specific conditions that may impact our estimates for a community include:
 
 • the intensity of competition within a market, including available home sales prices and home sales incentives offered by our competitors;
 
 • the current sales absorption pace for both our communities and competitor communities;
 
 • community-specific attributes, such as location, availability of lots in the market, desirability and uniqueness of our community, and the size and

style of homes currently being offered;
 
 • potential for alternative product offerings to respond to local market conditions;
 
 • changes by management in the sales strategy of the community; and
 
 • current local market economic and demographic conditions and related trends and forecasts.
 
These and other local market-specific conditions that may be present are considered by management in preparing projection assumptions for each community.
The sales objectives can differ between our communities, even within a given market. For example, facts and circumstances in a given community may lead us to
price our homes with the objective of yielding a higher sales absorption pace, while facts and circumstances in another community may lead us to price our homes
to minimize deterioration in our gross margins, although it may result in a slower sales absorption pace. In addition, the key assumptions included in our estimate
of future undiscounted cash flows may be interrelated. For example, a decrease in estimated base sales price or an increase in homes sales incentives may result in
a corresponding increase in sales absorption pace. Additionally, a decrease in the average sales price of homes to be sold and closed in future reporting periods for
one community that has not been generating what management believes to be an adequate sales absorption pace may impact the estimated cash flow assumptions
of a nearby community. Changes in our key assumptions, including estimated construction and development costs, absorption pace and selling strategies, could
materially impact future cash flow and fair-value estimates. Due to the number of possible scenarios that would result from various changes in these factors, we
do not believe it is possible to develop a sensitivity analysis with a level of precision that would be meaningful.
 
If the undiscounted cash flows are more than the carrying value of the community, then the carrying amount is recoverable, and no impairment adjustment is
required. However, if the undiscounted cash flows are less than the carrying amount, then the community is deemed impaired and is written-down to its fair value.



We determine the estimated fair value of each community by determining the present value of its estimated future cash flows at a discount rate commensurate
with the risk of the respective community. Our discount rates used for all impairments recorded from October 31, 2006 to January 31, 2011 range from 13.5% to
20.3%. The estimated future cash flow assumptions are virtually the same for both our recoverability and fair value assessments. Should the estimates or
expectations used in determining estimated cash flows or fair value, including discount rates, decrease or differ from current estimates in the future, we may be
required to recognize additional impairments related to current and future communities. The impairment of a community is allocated to each lot on a relative fair
value basis.
 
From time to time, we write off deposits and approval, engineering and capitalized interest costs when we determine that it is no longer probable that we will
exercise options to buy land in specific locations or when we redesign communities and/or abandon certain engineering costs. In deciding not to exercise a land
option, we take into consideration changes in market conditions, the timing of required land takedowns, the willingness of land sellers to modify terms of the land
option contract (including timing of land takedowns), and the availability and best use of our capital, among other factors. The write-off is recorded in the period
it is deemed probable that the optioned property will not be acquired. In certain instances, we have been able to recover deposits and other pre-acquisition costs
that were previously written off. These recoveries have not been significant in comparison to the total costs written off.
 
Inventories held for sale, which are land parcels where we have decided not to build homes, represented $56.6 million of our total inventories at January 31, 2011,
and are reported at the lower of carrying amount or fair value less costs to sell. In determining fair value for land held for sale, management considers, among
other things, prices for land in recent comparable sale transactions, market analysis studies, which include the estimated price a willing buyer would pay for the
land (other than in a forced liquidation sale) and recent bona fide offers received from outside third parties.
 
Insurance Deductible Reserves - For homes delivered in fiscal 2011 and 2010, our deductible under our general liability insurance is $20 million per occurrence
for construction defect and warranty claims. For bodily injury claims, our deductible per occurrence in fiscal 2011 and 2010 is $0.1 million up to a $5 million
limit. Our aggregate retention in 2011 is $21 million for construction defect, warranty and bodily injury claims.  Our aggregate retention in 2010 was $21 million
for construction defect and warranty claims, and $20 million for bodily injury claims.  We do not have a deductible on our worker's compensation insurance in
fiscal 2011 and 2010. Reserves for estimated losses for fiscal 2011 and 2010 have been established using the assistance of a third-party actuary. We engage a
third-party actuary that uses our historical warranty data and other industry data to assist our management to estimate our unpaid claims, claim adjustment
expenses and incurred but not reported claims reserves for the risks that we are assuming under the general liability and worker's compensation programs. The
estimates include provisions for inflation, claims handling and legal fees. These estimates are subject to a high degree of variability due to uncertainties such as
trends in construction defect claims relative to our markets and the types of products we build, claim settlement patterns, insurance industry practices, and legal
interpretations, among others. Because of the high degree of judgment required in determining these estimated liability amounts, actual future costs could differ
significantly from our currently estimated amounts.
 
Land Options - Costs incurred to obtain options to acquire improved or unimproved home sites are capitalized. Such amounts are either included as part of the
purchase price if the land is acquired or charged to operations if we determine we will not exercise the option. If the options are with variable interest entities and
we are the primary beneficiary, we record the land under option on the Condensed Consolidated Balance Sheets under “Consolidated inventory not owned” with
an offset under “Liabilities from inventory not owned”.  The evaluation of whether or not we are the primary beneficiary can require significant
judgment.  Similarly, if the option obligation is to purchase under specific performance or has terms that require us to record it as financing, then we record the
option on the Condensed Consolidated Balance Sheets under “Consolidated inventory not owned” with an offset under “Liabilities from inventory not owned”. In
accordance with ASC 810-10, “Consolidation - Overall” (“ASC 810-10”), we record costs associated with other options on the Condensed Consolidated Balance
Sheets under “Land and land options held for future development or sale”.
 
Unconsolidated Homebuilding and Land Development Joint Ventures - Investments in unconsolidated homebuilding and land development joint ventures are
accounted for under the equity method of accounting. Under the equity method, we recognize our proportionate share of earnings and losses earned by the joint
venture upon the delivery of lots or homes to third parties. Our ownership interest in joint ventures varies but is generally less than or equal to 50%. In
determining whether or not we must consolidate joint ventures where we are the managing member of the joint venture, we assess whether the other partners have
specific rights to overcome the presumption of control by us as the manager of the joint venture. In most cases, the presumption is overcome because the joint
venture agreements require that both partners agree on establishing the significant operating and capital decisions of the partnership, including budgets, in the
ordinary course of business. The evaluation of whether or not we control a venture can require significant judgment. In accordance with ASC 323-10,
“Investments - Equity Method and Joint Ventures - Overall” (“ASC 323-10”), we assess our investments in unconsolidated joint ventures for recoverability, and if
it is determined that a loss in value of the investment below its carrying amount is other than temporary, we write down the investment to its fair value. We
evaluate our equity investments for impairment based on the joint venture’s projected cash flows. This process requires significant management judgment and
estimate. During fiscal 2010 and the first quarter of fiscal 2011, there were no write-downs of our joint venture investments.

Post-Development Completion and Warranty Costs - In those instances where a development is substantially completed and sold and we have additional
construction work to be incurred, an estimated liability is provided to cover the cost of such work. In addition, we estimate and accrue warranty costs as part of
cost of sales for repair costs under $5,000 per occurrence to homes, community amenities and land development infrastructure. In addition, we accrue for
warranty costs over $5,000 per occurrence as part of our general liability insurance deductible expensed as selling, general, and administrative costs. Warranty
accruals require our management to make significant estimates about the cost of future claims.  Both of these liabilities are recorded in “Accounts payable and
other liabilities” on the Condensed Consolidated Balance Sheets.

Income Taxes - Deferred income taxes or income tax benefits are provided for temporary differences between amounts recorded for financial reporting and for
income tax purposes. If the combination of future years’ income (or loss) combined with the reversal of the timing differences results in a loss, such losses can be
carried back to prior years or carried forward to future years to recover the deferred tax assets. In accordance with ASC 740-10, “Income Taxes - Overall” (“ASC
740-10”), we evaluate our deferred tax assets quarterly to determine if valuation allowances are required. ASC 740-10 requires that companies assess whether
valuation allowances should be established based on the consideration of all available evidence using a “more-likely-than-not” standard. See “Total Taxes” below
under “Results of Operations” for further discussion of the valuation allowances.

We recognize tax liabilities in accordance with ASC 740-10, and we adjust these liabilities when our judgment changes as a result of the evaluation of new
information not previously available. Due to the complexity of some of these uncertainties, the ultimate resolution may result in a liability that is materially
different from our current estimate. These differences will be reflected as increases or decreases to income tax expense in the period in which they are determined.

Recent Accounting Pronouncements - See Note 18 to the Condensed Consolidated Financial Statements included elsewhere in this Form 10-Q.  There have been
no accounting pronouncements that have been issued but not yet implemented that we believe will materially impact our financial statements.

 
CAPITAL RESOURCES AND LIQUIDITY



Our operations consist primarily of residential housing development and sales in the Northeast (New Jersey, New York, Pennsylvania), the Mid-Atlantic
(Delaware, Maryland, Virginia, West Virginia, Washington D.C.), the Midwest (Illinois, Kentucky, Minnesota, Ohio), the Southeast (Florida, Georgia, North
Carolina, South Carolina), the Southwest (Arizona, Texas), and the West (California).  In addition, we provide certain financial services to our homebuilding
customers.

We have historically funded our homebuilding and financial services operations with cash flows from operating activities, borrowings under our bank credit
facilities and the issuance of new debt and equity securities.  In light of the challenging homebuilding market conditions we have been experiencing over the past
few years, we had been operating with a primary focus to generate cash flows from operations through reductions in assets during fiscal 2007, 2008 and
2009.  The generation of cash flow, together with debt repurchases and exchanges at prices below par, allowed us to reduce net debt (debt less cash) over these
years.  However, recently we have begun to see more opportunities to purchase land at prices that make economic sense given current home sales prices and sales
paces.  As such, in fiscal 2010 and 2011 we have acquired new land at higher levels than in the previous few years.  As a result, our net debt increased during the
last half of 2010 and in the first quarter of 2011.

Our homebuilding cash balance at January 31, 2011 decreased by $48.1 million from October 31, 2010.  This decrease was primarily due to spending
approximately $75.0 million on land and land development, offset by an increase of $22.0 million from income tax refunds.

Our cash uses during the three months ended January 31, 2011 and 2010 were for operating expenses, land purchases, land deposits, construction spending, state
income taxes, interest payments and investments in joint ventures.  We provided for our cash requirements from available cash on hand, housing and land sales,
financial service revenues, federal income tax refunds and other revenues.  We believe that these sources of cash will be sufficient through fiscal 2011 to finance
our working capital requirements and other needs, despite continued declines in total revenues, the termination of our revolving credit facility in fiscal 2009 and
the collateralization with cash in segregated accounts to support certain of our letters of credit.  We may also enter into land sale agreements or joint ventures to
generate cash from our existing balance sheet.  Due to a change in tax legislation that became effective on November 6, 2009, we were able to carryback our 2009
net operating loss five years to previously profitable years.  As a result, we received a $274.1 million federal income tax cash refund during our second quarter of
fiscal 2010 and we received the remaining $17.2 million of the refund in the first quarter of fiscal 2011.  In addition, in February 2011 we completed several
capital markets transactions, which resulted in aggregate net proceeds of approximately $286.2 million, approximately $101.8 million of which was used to
repurchase certain of our senior and senior subordinated notes in tender offers for such notes and $60.1 million of which will be used to redeem, on March 15,
2011, all such notes not tendered in the tender offers.  See Note 21 to the Condensed Consolidated Financial Statements.

Our net loss historically does not approximate cash flow from operating activities.  The difference between net loss and cash flow from operating activities is
primarily caused by changes in inventory levels together with changes in receivables, prepaid and other assets, interest and other accrued liabilities, deferred
income taxes, accounts payable, mortgage loans and liabilities, and non-cash charges relating to depreciation, amortization of computer software costs, stock
compensation awards and impairment losses for inventory.  When we are expanding our operations, inventory levels, prepaids and other assets increase causing
cash flow from operating activities to decrease.  Certain liabilities also increase as operations expand and partially offset the negative effect on cash flow from
operations caused by the increase in inventory levels, prepaids and other assets.  Similarly, as our mortgage operations expand, net income from these operations
increases, but for cash flow purposes net income is offset by the net change in mortgage assets and liabilities.  The opposite is true as our investment in new land
purchases and development of new communities decrease, which is what happened during the last half of fiscal 2007 through fiscal 2009 allowing us to generate
positive cash flow from operations over this three year period.  In the latter part of fiscal 2009 and continuing through the first quarter of fiscal 2011, we began to
grow our community count again and as a result of the new land purchases and land development we used cash in operations.  Looking forward, given the
depressed housing market, it will become more difficult to generate positive cash flow from operations until we return to profitability.  However, we will continue
to make adjustments to our structure and our business plans in order to maximize our liquidity while also taking steps to return to profitability, including through
land acquisitions.  We continue to focus on maximizing cash flow by limiting our investment in currently owned communities that we believe will not generate
positive cash flow in the near term, and by seeking to identify and purchase new land parcels (primarily finished lots) on which homes can be built and delivered
in a short period of time, generating acceptable returns based on our underwriting standards and positive cash flow.
 
On July 3, 2001, our Board of Directors authorized a stock repurchase program to purchase up to 4 million shares of Class A Common Stock.  There were no
purchases during the three months ended January 31, 2011.  As of January 31, 2011, 3.4 million shares of Class A Common Stock have been purchased under this
program (See Part II, Item 2 for information on equity purchases).
 
On July 12, 2005, we issued 5,600 shares of 7.625% Series A Preferred Stock, with a liquidation preference of $25,000. Dividends on the Series A Preferred
Stock are not cumulative and are payable at an annual rate of 7.625%.  The Series A Preferred Stock is not convertible into the Company’s common stock and is
redeemable in whole or in part at our option at the liquidation preference of the shares beginning on the fifth anniversary of their issuance.  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.  The depositary shares are listed on
the NASDAQ Global Market under the symbol “HOVNP”.  During the three months ended January 31, 2011 and 2010, we did not make any dividend payments
on our Series A Preferred Stock as a result of covenant restrictions in our debt instruments.  We anticipate that we will continue to be restricted from paying
dividends, which are not cumulative, for the foreseeable future.

In connection with the issuance of our senior secured first lien notes in the fourth quarter of fiscal 2009, we terminated our revolving credit facility and refinanced
the borrowing capacity thereunder.  Also in connection with the refinancing, we entered into certain stand alone cash collateralized letter of credit agreements and
facilities under which there were a total of $86.3 million and $89.5 million of letters of credit outstanding as of January 31, 2011 and October 31, 2010,
respectively. These agreements and facilities require us to maintain specified amounts of cash as collateral in segregated accounts to support the letters of credit
issued thereunder, which will affect the amount of cash we have available for other uses. As of January 31, 2011 and October 31, 2010, the amount of cash
collateral in these segregated accounts was $88.3 million and $92.3 million, respectively, which is reflected in “Restricted cash” on the Condensed Consolidated
Balance Sheets.

Our wholly owned mortgage banking subsidiary, K. Hovnanian American Mortgage, LLC (“K. Hovnanian Mortgage”), originates mortgage loans primarily from
the sale of our homes. Such mortgage loans and related servicing rights are sold in the secondary mortgage market within a short period of time. Our secured
Master Repurchase Agreement with Citibank, N.A. (“Citibank Master Repurchase Agreement”) is a short-term borrowing facility that provides up to $50 million
through April 5, 2011. The loan is secured by the mortgages held for sale and is repaid when we sell the underlying mortgage loans to permanent
investors.  Interest is payable upon the sale of each mortgage loan to a permanent investor at LIBOR plus 4.00%.  We believe that we will be able to extend the
Citibank Master Repurchase Agreement beyond its expiration date, but there can be no assurance of such extension.  As of January 31, 2011, the aggregate
principal amount of all borrowings under the Citibank Master Repurchase Agreement was $18.8 million.

In addition to the Citibank Master Repurchase Agreement discussed above, K. Hovnanian Mortgage has a secured Master Repurchase Agreement with JPMorgan
Chase Bank, N.A. (“Chase Master Repurchase Agreement”) which is a short-term borrowing facility that provides up to $25 million through July 18, 2011. The
loan is secured by the mortgages held for sale and is repaid when we sell the underlying mortgage loans to permanent investors.  Interest is payable monthly on
outstanding advances at LIBOR floor of 2.00% plus applicable margin ranging from 2.50% to 3.00% based on the takeout investor and type of loan.  We believe



that we will be able to extend the Chase Master Repurchase Agreement beyond its expiration date, but there can be no assurance of such extension.  As of January
31, 2011, the aggregate principal amount of all borrowings under the Chase Master Repurchase Agreement was $5.3 million.

Both the Citibank Master Repurchase Agreement and the Chase Master Repurchase Agreement require K. Hovnanian Mortgage to satisfy and maintain specified
financial ratios and other financial condition tests. Because of the extremely short period of time mortgages are held by K. Hovnanian Mortgage before the
mortgages are sold to investors (generally a period of a few weeks), the immateriality to us on a consolidated basis of the size of the facilities, the levels required
by these financial covenants, our ability based on our immediately available resources to contribute sufficient capital to cure any default, were such conditions to
occur, and our right to cure any conditions of default based on the terms of the two agreements, we do not consider any of these covenants to be substantive or
material. As of January 31, 2011, we believe we were in compliance with the covenants of the Citibank Master Repurchase Agreement and the Chase Master
Repurchase Agreement. 

At January 31, 2011, we had $797.2 million ($785.0 million net of discount) of outstanding senior secured notes, comprised of $0.5 million 11 1/2% Senior
Secured Notes due 2013, $785.0 million 10 5/8% Senior Secured Notes due 2016 and $11.7 million 18% Senior Secured Notes due 2017.  At January 31, 2011,
we also had $713.2  million of outstanding senior notes ($711.7 million net of discount), comprised of $35.5 million 8% Senior Notes due 2012, $54.4 million 6
1/2% Senior Notes due 2014, $29.2 million 6 3/8% Senior Notes due 2014, $52.7 million 6 1/4% Senior Notes due 2015, $173.2 million 6 1/4% Senior Notes due
2016, $172.3 million 7 1/2% Senior Notes due 2016 and $195.9 million 8 5/8% Senior Notes due 2017.  In addition, we had $120.2 million of outstanding senior
subordinated notes, comprised of $66.7 million 8 7/8% Senior Subordinated Notes due 2012, and $53.5 million 7 3/4% Senior Subordinated Notes due
2013.  During February 2011, we issued new senior notes and tangible equity units as well as repurchased certain senior and senior subordinated notes in tender
offers for such notes.  We also called for redemption all of such notes not tendered in the tender offers.  See Note 21 to the Condensed Consolidated Financial
Statements for more detail on these transactions.

We and each of our subsidiaries are guarantors of the senior secured, senior and senior subordinated notes, except for K. Hovnanian, the issuer of the notes, our
home mortgage subsidiaries, joint ventures and subsidiaries holding interests in our joint ventures, certain of our title insurance subsidiaries and our foreign
subsidiary (see Note 20 to the Condensed Consolidated Financial Statements).  The indentures governing the senior secured, senior and senior subordinated notes
do not contain any financial maintenance covenants, but do contain restrictive covenants that limit, among other things, the Company’s ability and that of certain
of its subsidiaries, including K. Hovnanian, the issuer of the senior secured, senior and senior subordinated notes, to incur additional indebtedness (other than
certain permitted indebtedness, refinancing indebtedness and non-recourse indebtedness), pay dividends and make distributions on common and preferred stock,
repurchase senior and senior subordinated notes (with respect to the senior secured first-lien notes indenture), make other restricted payments, make investments,
sell certain assets, incur liens, consolidate, merge, sell or otherwise dispose of all or substantially all assets and enter into certain transactions with affiliates.  The
indentures also contain events of default which would permit the holders of the senior secured, senior and senior subordinated notes to declare those notes to be
immediately due and payable if not cured within applicable grace periods, including the failure to make timely payments on the notes or other material
indebtedness, the failure to comply with agreements and covenants and specified events of bankruptcy, and insolvency and, with respect to the indentures
governing the senior secured notes, the failure of the documents granting security for the senior secured notes to be in full force and effect and the failure of the
liens on any material portion of the collateral securing the senior secured notes to be valid and perfected. As of January 31, 2011, we believe we were in
compliance with the covenants of the indentures governing our outstanding notes.

Under the terms of the indentures, we have the right to make certain redemptions and, depending on market conditions and covenant restrictions, may do so from
time to time. We also continue to evaluate our capital structure and may also continue to make debt purchases and/or exchanges from time to time through tender
offers, open market purchases, private transactions, or otherwise or seek to raise additional debt or equity capital, depending on market conditions and covenant
restrictions.

If our consolidated fixed charge coverage ratio, as defined in the indentures governing our senior secured, senior, and senior subordinated notes, is less than 2.0 to
1.0, we are restricted from making certain payments, including dividends, and from incurring indebtedness other than certain permitted indebtedness, refinancing
indebtedness, and non-recourse indebtedness. As a result of this restriction, we are currently restricted from paying dividends, which are not cumulative, on our
7.625% Series A Preferred Stock. If current market trends continue or worsen, we will continue to be restricted from paying dividends for the foreseeable
future.  Our inability to pay dividends is in accordance with covenant restrictions and will not result in a default under our bond indentures or otherwise affect
compliance with any of the covenants contained in the bond indentures.

The 10 5/8% Senior Secured Notes due 2016 are secured by a first-priority lien, the 11 1/2% Senior Secured Notes due 2013 are secured by a second-priority lien
and the 18% Senior Secured Notes due 2017 are secured by a third-priority lien, in each case, subject to permitted liens and other exceptions, on substantially all
the assets owned by us, K. Hovnanian (the issuer of the senior secured notes) and the guarantors, in the case of the 11 1/2% Senior Secured Notes due 2013 and
the 18% Senior Secured Notes due 2017, to the extent such assets secure obligations under the 10 5/8% Senior Secured Notes due 2016.  At January 31, 2011, the
aggregate book value of the real property collateral securing these notes was approximately $757.5 million, which does not include the impact of inventory
investments, home deliveries, or impairments thereafter and which may differ from the appraised value. In addition, cash collateral securing these notes was
$273.3 million as of January 31, 2011, which includes $88.3 million of restricted cash also collateralizing certain letters of credit.  Subsequent to such date, cash
uses include general business operations and real estate and other investments.

During the second quarter of fiscal 2009, our credit ratings were downgraded by Standard & Poor’s (“S&P”), Moody’s Investors Services (“Moody’s”) and Fitch
Ratings (“Fitch”), as follows:

·  S&P downgraded our corporate credit rating to CCC from B-,
·  Moody’s downgraded our corporate family rating to Caa1 from B3,
·  Fitch downgraded our Issuer Default Rating (“IDR”) to CCC from B- and
·  S&P, Moody’s and Fitch also downgraded our various senior secured notes, senior notes and senior subordinated notes.

On October 5, 2009, S&P upgraded our corporate credit rating to CCC+ from CCC.  On September 14, 2010, S&P affirmed the corporate credit rating of CCC+
but revised our outlook to negative from developing.

In connection with the issuance of the senior notes in February 2011 (See Note 21 to the Condensed Consolidated Financial Statements), S&P, Moody's and Fitch
all reaffirmed their ratings.

Downgrades in our credit ratings do not accelerate the scheduled maturity dates of our debt or affect the interest rates charged on any of our debt issues or our
debt covenant requirements or cause any other operating issue.  The only potential risk from these negative changes in our credit ratings is that they may make it
more difficult or costly for us to access capital.  However, due to our available cash resources, the downgrades in our credit ratings in the second quarter of fiscal
2009 and the revision to S&P's outlook in 2010 have not impacted management’s operating plans, or our financial condition, results of operations or liquidity.



Total inventory, excluding inventory not owned, decreased $11.8 million during the three months ended January 31, 2011.  Total inventory, excluding inventory
not owned, decreased in the Northeast $8.4 million, in the Southwest $3.2 million, and in the West $30.5 million.  These decreases were offset by increases in the
Mid-Atlantic of $17.3 million, in the Midwest of $2.5 million, and in the Southeast of $10.5 million.  During the three months ended January 31, 2011, we
incurred $6.8 million in impairments, the majority of which related to a property contracted for sale.  In addition, we wrote-off costs in the amount of $6.7 million
during the three months ended January 31, 2011, related to land options that expired or that we terminated.  See “Notes to Condensed Consolidated Financial
Statements” - Note 5 for additional information.  Despite these write-downs and inventory reductions due to deliveries, total inventory only decreased $11.8
million, excluding inventory not owned, because we spent approximately $75.0 million on land purchases and land development during the three months ended
January 31, 2011.  We have recently been able to identify new land parcels at prices that we believe will generate reasonable returns under current homebuilding
market conditions. Substantially all homes under construction or completed and included in inventory at January 31, 2011 are expected to be closed during the
next 12 months.  Most inventory completed or under development was/is partially financed through our line of credit and debt and equity issuances.

The total inventory decrease discussed above excluded the decrease in consolidated inventory not owned of $42.0 million consisting of specific performance
options, and options with variable interest entities, and other options that were added to our balance sheet in accordance with ASC 470-40, “Debt-Product
Financing Arrangements”, ASC 840-40, “Leases-Sales-Leaseback Transactions”, and variable interest entities in accordance with ASC 810-10.  See “Notes to
Condensed Consolidated Financial Statements”-Note 16 for additional information on ASC 810-10.  Specific performance options inventory decreased $5.4
million during the three months ended January 31, 2011.  This decrease was primarily due to lot take downs in the Southwest and West during the
quarter.  Variable interest entity options inventory decreased $32.7 million due to the revised guidance by the FASB for determining which entity is the primary
beneficiary of a variable interest entity (see Note 16).  As a result of adoption of this revised guidance, we deconsolidated land previously attributed to variable
interest entities and reported as inventory not owned.  Other options inventory decreased $3.8 million for the period.  Other options consist of inventory financed
via a model home program and structured lot option agreements.  Model home inventory financed through the model lease program decreased $3.8 million
because we have terminated the use of models in certain communities where models were no longer needed and also terminated the option to purchase those
models.

We usually option property for development prior to acquisition.  By optioning property, we are only subject to the loss of the cost of the option and
predevelopment costs if we choose not to exercise the option.  As a result, our commitment for major land acquisitions is reduced.  However, our inventory
representing “Land and land options held for future development or sale” at January 31, 2011, on the Condensed Consolidated Balance Sheets, decreased by
$72.8 million compared to October 31, 2010.  The decrease is due to the formation of a new unconsolidated joint venture to which we contributed property
previously reflected in Land and land options held for future development or sale.  We also reclassified certain inventory to our “Sold and unsold homes and lots
under development” due to a few communities in the Northeast, Mid-Atlantic and West becoming active developments.  Included in “Land and land options held
for future development or sale” are amounts associated with inventory in mothballed communities.  We mothball (or stop development on) communities when we
determine the current performance does not justify further investment at this time.  That is, we believe we will generate higher returns if we avoid spending
money to improve land today and save the raw land until such times as the markets improve.  As of January 31, 2011, we have mothballed land in 53
communities.  The net book value associated with these 53 communities at January 31, 2011 was $167.1 million, net of impairment write-downs of $542.8
million.  We regularly review communities to determine if mothballing is appropriate or to re-activate previously mothballed communities, as we did with three
communities in the three months ended January 31, 2011.  In addition, during the first quarter of fiscal 2011, we sold two previously mothballed communities.

 
 



 

The following table summarizes home sites included in our total residential real estate.  The decrease in total home sites available at January 31, 2011 compared
to October 31, 2010 is partially attributable to terminating certain option agreements, offset by signing new land option agreements and acquiring new land
parcels.

 
 

Active Communities(1)  
Active Communities

Homes  
Proposed Developable

Homes  Total Homes
January 31, 2011:         
         
Northeast  17 1,424 3,691 5,115
Mid-Atlantic  30 2,419 5,516 7,935
Midwest  16 1,554 349 1,903
Southeast  22 944 2,251 3,195
Southwest  85 3,920 1,144 5,064
West  18 2,143 5,639 7,782
         
Consolidated total  188 12,404 18,590 30,994
         
Unconsolidated joint
  ventures

 
  1,637 811 2,448

         
Total including
  unconsolidated joint
  ventures

 

  14,041 19,401 33,442
         
Owned    6,990 11,721 18,711
Optioned    5,284 6,869 12,153
         
Controlled lots    12,274 18,590 30,864
         
Construction to
  permanent financing
  lots

 

  130 - 130
         
Consolidated total    12,404 18,590 30,994
         
Lots controlled by
  unconsolidated joint
  ventures

 

  1,637 811 2,448
         
Total including
  unconsolidated joint
  ventures

 

  14,041 19,401 33,442

(1)  Active communities are open for sale communities with 10 or more home sites available.

 
 



 

 
 

Active Communities(1)  
Active Communities

Homes  
Proposed Developable

Homes  Total Homes
October 31, 2010:         
         
Northeast  15 1,287 4,720 6,007
Mid-Atlantic  30 2,355 4,361 6,716
Midwest  23 1,377 428 1,805
Southeast  18 863 3,199 4,062
Southwest  89 4,156 1,205 5,361
West  17 2,149 6,100 8,249
         
Consolidated total  192 12,187 20,013 32,200
         
Unconsolidated joint
  ventures

 
  1,536 536 2,072

         
Total including
  unconsolidated joint
  ventures

 

  13,723 20,549 34,272
         
Owned    6,839 10,837 17,676
Optioned    5,203 9,176 14,379
         
Controlled lots    12,042 20,013 32,055
         
Construction to
  permanent financing
  lots

 

  145 - 145
         
Consolidated total    12,187 20,013 32,200
         
Lots controlled by
  unconsolidated joint
  ventures

 

  1,536 536 2,072
         
Total including
  unconsolidated joint
  ventures

 

  13,723 20,549 34,272

(1)  Active communities are open for sale communities with 10 or more home sites available.

 
 



 

The following table summarizes our started or completed unsold homes and models, excluding unconsolidated joint ventures, in active and substantially
completed communities:

 January 31, 2011  October 31, 2010
            
 Started Unsold

Homes  Models  Total  
Started Unsold

Homes  Models  Total
            
Northeast 81 21 102 109 15 124
Mid-Atlantic 87 32 119 72 26 98
Midwest 41 31 72 44 27 71
Southeast 82 22 104 80 20 100
Southwest 383 96 479 421 107 528
West 103 85 188 60 81 141
            
  Total 777 287 1,064 786 276 1,062
            
Started or completed
  unsold homes and
  models per active
  and substantially
  completed communities 4.1 1.6 5.7 4.1 1.4 5.5

Total started unsold homes compared to the prior year end has remained relatively unchanged as active selling communities only decreased by 4 active selling
communities from 192 at October 31, 2010 to 188 at January 31, 2011.

Investments in and advances to unconsolidated joint ventures increased $19.8 million during the three months ended January 31, 2011.  This increase is primarily
due to an investment in a new joint venture during the three months ended January 31, 2011, to which we contributed property previously reflected in
inventory.  As of January 31, 2011, we have investments in nine homebuilding joint ventures and three land development joint ventures.  Other than guarantees
limited only to performance and completion of development, environmental indemnification and standard warranty and representation against fraud
misrepresentation and similar actions, including a voluntary bankruptcy, we have no guarantees associated with unconsolidated joint ventures.

Receivables, deposits and notes decreased $9.8 million since October 31, 2010, to $51.2 million at January 31, 2011.  The decrease is due to a decrease in
receivables for home closings as a result of cash in transit from various title companies at the end of the respective periods, as well as reimbursements from our
insurance carriers for certain warranty claims.  Also contributing to the decrease is the receipt of final payment of a note in our Southwest segment in conjunction
with the acquisition of the property that collateralized the note.

Property, plant and equipment decreased $1.8 million during the three months ended January 31, 2011, primarily due to depreciation and a small amount of
disposals, which were offset by minor additions for leasehold improvements during the period.

 
 



 

Prepaid expenses and other assets were as follows as of:

 January 31,  October 31,  Dollar
(In thousands) 2011  2010  Change
      
Prepaid insurance $5,528 $1,346 $4,182 
Prepaid project costs 40,198 41,605 (1,407)
Senior residential rental
  properties 7,910 8,076 (166)
Other prepaids 22,184 23,264 (1,080)
Other assets 9,513 9,637 (124)
      
Total $85,333 $83,928 $1,405 

Prepaid insurance increased due to the payment of a full year of certain liability insurance premium costs during the three months ended January 31, 2011.  These
costs are amortized over the life of the associated insurance policy, which can be one to three years.  Prepaid project costs decreased for homes delivered and were
not offset by prepaid spending for new communities.  Prepaid project costs consist of community specific expenditures that are used over the life of the
community.  Such prepaids are expensed as homes are delivered.  Other prepaids decreased mainly due to the amortization of the remaining prepaid debt costs.

Financial Services - Mortgage loans held for sale consist primarily of residential mortgages receivable held for sale of $36.2 million and $85.2 million at January
31, 2011 and October 31, 2010, respectively, which are being temporarily warehoused and are awaiting sale in the secondary mortgage market.  The decrease in
mortgage loans held for sale from October 31, 2010 is directly related to a decrease in the volume of loans originated during the first quarter of 2011 compared to
the fourth quarter of 2010.  Also included are residential mortgages receivable held for sale of $1.4 million and $1.1 million at January 31, 2011 and October 31,
2010, respectively, which represent loans that cannot currently be sold at reasonable terms in the secondary mortgage market.

Nonrecourse land mortgages increased to $20.9 million at January 31, 2011 from $4.3 million at October 31, 2010.  The increase is primarily due to a new
mortgage recorded in the Mid-Atlantic segment during the three months ended January 31, 2011.

Accounts payable and other liabilities are as follows:

 January 31,  October 31,  Dollar
(In thousands) 2011  2010  Change
      
Accounts payable $62,911 $84,948 $(22,037)
Reserves 139,588 149,413 (9,825)
Accrued expenses 38,089 44,758 (6,669)
Accrued compensation 12,965 24,494 (11,529)
Other liabilities 15,824 16,136 (312)
Total $269,377 $319,749 $(50,372)

The decrease in accounts payable was primarily due to the lower volume of deliveries in the first quarter of fiscal 2011 compared to the fourth quarter of fiscal
2010.  The decrease in the reserves is the result of the use of the reserve for warranty claims for homes delivered in prior years when we were delivering two or
three times as many homes as we are today only partially offset by new reserves for the lower home delivery volumes thus far this year.  The decrease in accrued
expenses is primarily due to decreases in property tax, payroll and advertising expenses and amortization of abandoned lease space accruals.  The decrease in
accrued compensation is due to the payment of our fiscal year 2010 bonuses during the first quarter of 2011 only partially offset by the first quarter fiscal 2011
accrual.

Customer deposits increased $4.7 million from $9.5 million at October 31, 2010 to $14.2 million at January 31, 2011.  This increase is primarily from the
Northeast segment where, after posting a bond as collateral, we are able to hold cash from customer deposits rather than have those deposits held by a third party.
When deposits are held by a third party escrow agent, we do not record the cash or the liability associated with the deposits.

Liabilities from inventory not owned decreased $35.0 million from $53.2 million at October 31, 2010 to $18.2 million at January 31, 2011.  The decrease is
primarily due to the deconsolidation of our variable interest entities, as previously discussed (See Note 16 to the Condensed Consolidated Financial Statements).

Mortgage warehouse lines of credit under our master repurchase agreements decreased $49.5 million from $73.6 million at October 31, 2010 to $24.1 million at
January 31, 2011.  This decrease is directly correlated to the decrease in mortgage loans held for sale from October 31, 2010 to January 31, 2011.

Accrued interest increased $9.0 million to $33.0 million at January 31, 2011.  This increase is due to the timing of semi-annual interest payments on our bonds.  A
larger amount of interest is paid in the second and fourth quarter of each year, resulting in higher accruals at the end of the first and third quarters.

Income taxes payable of $17.9 million at October 31, 2010 increased $22.1 million in the three months ended January 31, 2011 to $40.0 million primarily due to
the settlement of certain matters with the relevant tax authorities and the related receipt of refund amounts that had been accrued in the prior fiscal year.

 
 



 

RESULTS OF OPERATIONS FOR THE THREE MONTHS ENDED JANUARY 31, 2011 COMPARED TO THE THREE MONTHS ENDED JANUARY 31,
2010

Total revenues

Compared to the same prior period, revenues decreased as follows:

 Three Months Ended
(Dollars in thousands) January 31, 2011  January 31, 2010  Dollar Change  Percentage Change
Homebuilding:        
  Sale of homes $235,885 $309,353 $(73,468) (23.7)%
  Land sales and other
    revenues 9,588 2,686 6,902  257.0%
Financial services 7,094 7,606 (512) (6.7)%
        
  Total revenues $252,567 $319,645 $(67,078) (21.0)%

Homebuilding

For the three months ended January 31, 2011, sale of homes revenues decreased $73.5 million, or 23.7%, as compared to the same period of the prior year.  This
decrease was primarily due to the number of home deliveries declining 22.5% for the three months ended January 31, 2011, compared to the three months ended
January 31, 2010.  The average price per home decreased to $279,000 in the three months ended January 31, 2011 from $284,000 in the three months ended
January 31, 2010.  The fluctuations in average prices are a result of geographic and community mix of our deliveries rather than price increases or decreases in
individual communities.  Land sales are ancillary to our homebuilding operations and are expected to continue in the future but may significantly fluctuate up or
down.  For further details on the increase in land sales and other revenues, see the section titled “Land Sales and Other Revenues” below.

 
 



 

Information on homes delivered by segment is set forth below:

 Three Months Ended January 31,
(Dollars in thousands) 2011  2010  % Change
      
Northeast:      
  Dollars $43,285 $68,714 (37.0)%
  Homes 101 168 (39.9)%
      
Mid-Atlantic:      
  Dollars $46,263 $66,076 (30.0)%
  Homes 121 182 (33.5)%
      
Midwest:      
  Dollars $14,034 $23,404 (40.0)%
  Homes 81 111 (27.0)%
      
Southeast:      
  Dollars $15,504 $24,677 (37.2)%
  Homes 68 94 (27.7)%
      
Southwest:      
  Dollars $87,227 $82,124 6.2%
  Homes 360 379 (5.0)%
      
West:      
  Dollars $29,573 $44,358 (33.3)%
  Homes 114 157 (27.4)%
      
Consolidated total:      
  Dollars $235,886 $309,353 (23.7)%
  Homes 845 1,091 (22.5)%
      
Unconsolidated joint ventures      
  Dollars $22,534 $20,900 7.8%
  Homes 47 38 23.7%
      
Totals:      
  Housing revenues $258,420 $330,253 (21.8)%
  Homes delivered 892 1,129 (21.0)%

The decrease in housing revenues and deliveries during the three months ended January 31, 2011 was primarily due to the continued weak market conditions in mos
our markets.

 
 



 

An important indicator of our future results are recently signed contracts and our home contract backlog for future deliveries.  Our sales contracts and homes in
contract backlog primarily using base sales prices by segment are set forth below:

 Net Contracts (1) for the
Three Months Ended January 31,

 Contract Backlog as of
January 31,

(Dollars in thousands) 2011  2010  2011  2010
        
Northeast:        
  Dollars $37,435 $55,379 $90,400 $181,398
  Homes 92 130 227 419
        
Mid-Atlantic:        
  Dollars $52,013 $46,949 $112,268 $131,587
  Homes 127 126 268 330
        
Midwest:        
  Dollars $12,331 $16,421 $33,987 $40,574
  Homes 65 85 206 227
        
Southeast:        
  Dollars $15,640 $17,236 $20,525 $28,652
  Homes 68 72 82 113
        
Southwest:        
  Dollars $85,787 $79,656 $90,045 $76,561
  Homes 357 356 334 328
        
West:        
  Dollars $22,282 $36,041 $20,353 $46,638
  Homes 83 143 79 176
        
Consolidated total:        
  Dollars $225,488 $251,682 $367,578 $505,410
  Homes 792 912 1,196 1,593
        
Unconsolidated joint ventures:        
  Dollars $23,596 $23,628 $68,134 $88,377
  Homes 58 49 156 170
        
Totals:        
  Dollars $249,084 $275,310 $435,712 $593,787
  Homes 850 961 1,352 1,763

(1)  Net contracts are defined as new contracts executed during the period for the purchase of homes,
      less cancellations of contracts in the same period.

In the first quarter of 2011, our open for sale community count decreased to 188 from 192 at October 31, 2010, which is the net result of opening 18 new
communities and having closed 22 communities since the beginning of fiscal 2011.  Our reported level of sales contracts (net of cancellations) has been impacted
by a slowdown in the pace of sales in all of the Company’s segments, due to continued weak market conditions and tighter mortgage loan underwriting
criteria.  Contracts per average active selling community for the three months ended January 31, 2011 were 4.3 compared to 4.5 of the same period in the prior
year, demonstrating a decrease in sales pace.

Cancellation rates represent the number of cancelled contracts in the quarter divided by the number of gross sales contracts executed in the quarter.  For
comparison, the following are historical cancellation rates, excluding unconsolidated joint ventures:

Quarter 2011 2010 2009 2008 2007
      
First 22% 21% 31% 38% 36%
Second  17% 24% 29% 32%
Third  23% 23% 32% 35%
Fourth  24% 24% 42% 40%

Another common and meaningful way to analyze our cancellation trends is to compare the number of contract cancellations as a percentage of beginning
backlog.  The following table provides this historical comparison, excluding unconsolidated joint ventures:

Quarter 2011 2010 2009 2008 2007
      
First 18% 13% 22% 16% 17%
Second  17% 31% 24% 19%
Third  15% 23% 20% 18%
Fourth  25% 20% 30% 26%

Historically, most cancellations occur within the legal rescission period, which varies by state but is generally less than two weeks after the signing of the
contract.  Cancellations also occur as a result of a buyer's failure to qualify for a mortgage, which generally occurs during the first few weeks after
signing.  However, beginning in fiscal 2007, we have been experiencing higher than normal numbers of cancellations later in the construction process.  These



cancellations are related primarily to falling prices, sometimes due to new discounts offered by us and other builders, leading the buyer to lose confidence in their
contract price and due to tighter mortgage underwriting criteria leading to some customers’ inability to be approved for a mortgage loan.  In some cases, the buyer
will walk away from a significant nonrefundable deposit that we recognize as other revenues.  While our cancellation rate based on gross sales contracts since the
second quarter of fiscal 2009 has been lower than it has been for several years, and closer to more normalized levels.  It is difficult to predict if this trend will
continue.  Also, the cancellation rate as a percentage of beginning backlog is closer to more normalized levels and down from a higher percentage in the fourth
quarter of fiscal 2010.

 
 



 

Cost of sales includes expenses for consolidated housing and land and lot sales, including inventory impairment loss and land option write-offs (defined as “land
charges” in the tables below).  A breakout of such expenses for housing sales and housing gross margin is set forth below:

 Three Months Ended
January 31,

(Dollars in thousands) 2011  2010
    
Sale of homes $235,885 $309,353 
    
Cost of sales, net of impairment reversals
  and excluding interest 195,914

 
259,808 

    
Homebuilding gross margin, before
  cost of sales interest expense and
  land charges 39,971 49,545 
    
Cost of sales interest expense,
  excluding land sales interest expense 13,493 19,848 
    
Homebuilding gross margin, after cost
  of sales interest expense, before
  land charges 26,478 29,697 
    
Land charges 13,525 4,966 
    
Homebuilding gross margin, after cost
  of sales interest expense and land charges $12,953 $24,731 
    
Gross margin percentage, before cost
  of sales interest expense and land charges 16.9% 16.0%
    
Gross margin percentage, after cost of
  sales interest expense, before land charges 11.2% 9.6%
    
Gross margin percentage, after cost of
  sales interest expense and land charges 5.5% 8.0%

 
 



 

Cost of sales expenses as a percentage of consolidated home sales revenues are presented below:

  Three Months Ended
January 31,

  2011  2010
     
Sale of homes  100.0% 100.0%
     
Cost of sales, net of impairment reversals
  and excluding interest:

 
   

     Housing, land and development costs  70.8% 69.5%
     Commissions  3.4% 3.2%
     Financing concessions  2.1% 2.2%
     Overheads  6.8% 9.1%
Total cost of sales, before interest
          expense and land charges

 
83.1% 84.0%

Gross margin percentage, before cost of
          sales interest expense and land charges

 
16.9% 16.0%

     
Cost of sales interest  5.7% 6.4%
Gross margin percentage, after cost of
          sales interest expense and before
          land charges

 

11.2% 9.6%

We sell a variety of home types in various communities, each yielding a different gross margin.  As a result, depending on the mix of communities delivering
homes, consolidated gross margin may fluctuate up or down.  Total homebuilding gross margins, before interest expense and land impairment and option write off
charges, increased to 16.9 % during the three months ended January 31, 2011 compared to 16.0% for the same period last year.  The increase in gross margin
percentage is primarily due to the fact that the prior year included final deliveries in older communities with lower gross margins, while in 2011 we have
increased the number of deliveries from new communities where we have acquired the land at more reasonable prices, resulting in higher gross margins.  Also, we
have recorded impairment reversals as homes previously impaired are delivered.  This has resulted in the improvement in our gross margins before cost of sales
interest and land charges.

Reflected as inventory impairment loss and land option write-offs in cost of sales (“land charges”), we have written-off or written-down certain inventories
totaling $13.5 million and $5.0 million during the three months ended January 31, 2011 and 2010, respectively, to their estimated fair value.  During the three
months ended January 31, 2011, we wrote-off residential land options and approval and engineering costs amounting to $6.7 million compared to $1.7 million for
the three months ended January 31, 2010, which are included in the total land charges discussed above.  When a community is redesigned, abandoned engineering
costs are written-off.  Option approval and engineering costs are written-off when a community’s pro forma profitability is not projected to produce adequate
returns on the investment commensurate with the risk and we believe it is probable we will cancel the option.  Such write-offs were located in our Northeast, Mid-
Atlantic, Southeast and West segments in the first quarter of fiscal 2011, and in our Northeast, Southeast and Southwest segments in the first quarter of
2010.  Occasionally, as was the case in the Midwest in the first quarter of fiscal 2010, these write-offs are offset by recovered deposits (sometimes through legal
action) that had been written off in a prior period as walk-away costs.  We recorded inventory impairments of $6.8 million and $3.3 million during the three
months ended January 31, 2011 and 2010, respectively.  Inventory impairments in the first quarter of 2011 and 2010 were lower than they had been in the several
years prior to 2010.  It is difficult to predict if this trend will continue and, should it become necessary to further lower prices, or should the estimates or
expectations used in determining estimated cash flows or fair value decrease or differ from current estimates in the future, we may need to recognize additional
impairments.  See “Notes to Condensed Consolidated Financial Statements” – Note 5 for an additional information of segment impairments.
 

 
 



 

Land Sales and Other Revenues:

Land sales and other revenues consist primarily of land and lot sales.  A breakout of land and lot sales is set forth below:

 Three Months Ended
 January 31,
(In thousands) 2011  2010
    
Land and lot sales $8,043 $700
Cost of sales, excluding interest 5,516 8
Land and lot sales gross margin,
    excluding interest 2,527 692
Land sales interest expense 2,133 -
Land and lot sales gross margin,
    including interest $394 $692

Land sales are ancillary to our residential homebuilding operations and are expected to continue in the future but may significantly fluctuate up or
down.  Although we budget land sales, they are often dependent upon receiving approvals and entitlements, the timing of which can be uncertain.  As a result,
projecting the amount and timing of land sales is difficult.  There were several land sales in the first quarter of fiscal 2011, compared to only one in the same
period of the prior year, which resulted in the increase in land sales revenue.

Land sales and other revenues increased $6.9 million for the three months ended January 31, 2011, compared to the same periods in the prior year.  Other
revenues include income from contract cancellations, where the deposit has been forfeited due to contract terminations, interest income, cash discounts, buyer
walk-aways and miscellaneous one-time receipts.  For the three months ended January 31, 2011, compared to the three months ended January 31, 2010, there
were minor fluctuations in other revenues, resulting in a net decrease of $0.4 million, offsetting the increase of $7.3 million in land sales revenue, described
above.

Homebuilding Selling, General and Administrative

Homebuilding selling, general and administrative expenses decreased $2.9 million for the three months ended January 31, 2011 compared to the same periods last
year as we have continued to reduce these costs through headcount reduction, administration consolidation, and other cost saving measures.  However, due to the
more significant decline in revenue, homebuilding selling, general and administrative as a percentage of homebuilding revenues increased to 16.4% for the three
months ended January 31, 2011 compared to 13.8% for the three months ended January 31, 2010.

 
 



 

HOMEBUILDING OPERATIONS BY SEGMENT

Segment Analysis

 Three Months Ended January 31,
(Dollars in thousands, except average sales price) 2011  2010  Variance  Variance %
        
Northeast        
Homebuilding revenue $45,341  $69,461  $(24,120) (34.7)%
Loss before taxes $(14,638) $(10,221) $(4,417) (43.2)%
Homes delivered 101  168  (67) (39.9)%
Average sales price $428,564  $409,012  $19,552  4.8%
Contract cancellation rate 20.7% 27.8% (7.1)%  
        
Mid-Atlantic        
Homebuilding revenue $46,422  $67,023  $(20,601) (30.7)%
(Loss) income before taxes $(3,159) $599  $(3,758) (627.4)%
Homes delivered 121  182  (61) (33.5)%
Average sales price $382,339  $363,055  $19,284  5.3%
Contract cancellation rate 29.4% 24.1% 5.3%  
        
Midwest        
Homebuilding revenue $14,090  $23,432  $(9,342) (39.9)%
Loss before taxes $(1,926) $(2,240) $314  14.0%
Homes delivered 81  111  (30) (27.0)%
Average sales price $173,259  $210,847  $(37,588) (17.8)%
Contract cancellation rate 22.6% 17.5% 5.1%  
        
Southeast        
Homebuilding revenue $15,521  $24,785  $(9,264) (37.4)%
Loss before taxes $(3,020) $(2,188) $(832) (38.0)%
Homes delivered 68  94  (26) (27.7)%
Average sales price $228,000  $262,521  $(34,521) (13.1)%
Contract cancellation rate 18.1% 17.2% 0.9%  
        
Southwest        
Homebuilding revenue $91,393  $82,548  $8,845  10.7%
Income before taxes $5,403  $3,891  $1,512  38.9%
Homes delivered 360  379  (19) (5.0)%
Average sales price $242,297  $216,686  $25,611  11.8%
Contract cancellation rate 21.0% 21.8% (0.8)%  
        
West        
Homebuilding revenue $32,749  $44,479  $(11,730) (26.4)%
Loss before taxes $(8,614) $(5,873) $(2,741) (46.7)%
Homes delivered 114  157  (43) (27.4)%
Average sales price $259,412  $282,535  $(23,123) (8.2)%
Contract cancellation rate 21.7% 10.6% 11.1%  

 
 



 

Homebuilding Results by Segment

Northeast - Homebuilding revenues decreased 34.7% for the three months ended January 31, 2011 compared to the same periods of the prior year.  The decrease
for the three months ended January 31, 2011 was attributed to a 39.9% decrease in homes delivered, partially offset by a 4.8% increase in average sales price.  The
increase in average sales prices was the result of the mix of communities delivering in the three months ended January 31, 2011 compared to the same period of
2010.

Loss before income taxes increased $4.4 million compared to the prior year to a loss of $14.6 million for the three months ended January 31, 2011.  This increase
is mainly due to a $4.3 million increase in inventory impairment losses and land option write-offs recorded for the three months ended January 31, 2011.  Gross
margin percentage before interest expense increased slightly for the three months ended January 31, 2011.

Mid-Atlantic - Homebuilding revenues decreased 30.7% for the three months ended January 31, 2011 compared to the same period in the prior year.  The decrease
was primarily due to a 33.5% decrease in homes delivered which was partially offset by a 5.3% increase in average sales price for the three months ended January
31, 2011.  The increase in average sales prices was the result of the mix of communities delivering in the three months ended January 31, 2011 compared to the
same period of 2010.

Loss before income taxes increased $3.8 million from a profit of $0.6 million for the three months ended January 31, 2011 due primarily to the decrease in
homebuilding revenues discussed above, combined with a $0.4 million increase in inventory impairment losses and land option write-offs for the three months
ended January 31, 2011.  Gross margin before interest expense for the three months ended January 31, 2011 was relatively flat compared to the same period of the
prior year.

Midwest - Homebuilding revenues decreased 39.9% for the three months ended January 31, 2011 compared to the same period in the prior year.  The decrease
was primarily due to a 27.0% decrease in homes delivered and a 17.8% decrease in average sales price for the three months ended January 31, 2011.  The
decrease in average sales prices was the result of the mix of communities delivering in the three months ended January 31, 2011 compared to the same period of
2010.

Loss before income taxes decreased $0.3 million to a loss of $1.9 million for the three months ended January 31, 2011.  The decrease in the loss for the three
months ended January 31, 2011 was primarily due to a slight increase gross margin percentage before interest expense for the period.

Southeast - Homebuilding revenues decreased 37.4% for the three months ended January 31, 2011 compared to the same period in the prior year.  The decrease
for the three months ended January 31, 2011 was attributed to the 27.7% decrease in homes delivered which was further impacted by a 13.1% decrease in average
sales price.  The fluctuations in average sales price was primarily due to the different mix of communities delivering in 2011 compared to 2010.

Loss before income taxes increased $0.8 million to a loss of $3.0 million for the three months ended January 31, 2011 primarily due to a decrease in gross margin
before interest expense directly related to the decrease in homes delivered, as discussed above.

Southwest - Homebuilding revenues increased 10.7% for the three months ended January 31, 2011 compared to the same period in the prior year.  The increase
was primarily due to an 11.8% increase in average sales price for the three months ended January 31, 2011, as a result of the different mix of communities
delivering in the three months ended January 31, 2011 compared to the same period in 2010, offset by a 5.0% decrease in homes delivered.

Income before income taxes increased $1.5 million to a profit of $5.4 million for the three months ended January 31, 2011.  The increase was primarily due to a
land sale during the first quarter of fiscal 2011.  Gross margin before interest expense for the three months ended January 31, 2011 was relatively flat compared to
the same period of the prior year.

West - Homebuilding revenues decreased 26.4% for the three months ended January 31, 2011 compared to the same period in the prior year.  The decrease for the
three months ended January 31, 2011 was attributed to a 27.4% decrease in homes delivered, along with an 8.2% decrease in average sales price, due to the
different mix of communities delivering in the three months ended January 31, 2011 compared to the same period of the prior year.  The decrease in deliveries for
the three months ended January 31, 2011 compared to the same period of the prior year was the result of the continued slowing of the housing market in
California.

Loss before income taxes increased $2.7 million to a loss of $8.6 million for the three months ended January 31, 2011.  The increased loss for the three months
ended January 31, 2011 was primarily due to a $4.1 million increase in inventory impairments and land option write-offs taken in the three months ended January
31, 2011 compared to the same period in the prior year.  Gross margin before interest expense for the three months ended January 31, 2011 was relatively flat
compared to the same period of the prior year.

Financial Services

Financial services consist primarily of originating mortgages from our homebuyers, selling such mortgages in the secondary market, and title insurance activities.
We use mandatory investor commitments and forward sales of mortgage-backed securities (“MBS”) to hedge our mortgage-related interest rate exposure on
agency and government loans. These instruments involve, to varying degrees, elements of credit and interest rate risk. Credit risk associated with MBS forward
commitments and loan sales transactions is managed by limiting our counterparties to investment banks, federally regulated bank affiliates and other investors
meeting our credit standards. Our risk, in the event of default by the purchaser, is the difference between the contract price and fair value of the MBS forward
commitments. In an effort to reduce our exposure to the marketability and disposal of nonagency and nongovernmental loans, including Alt-A (FICO scores
below 680 and depending on credit criteria) and sub-prime loans (FICO scores below 580 and depending on credit criteria), we no longer originate Alt-A or sub-
prime loans. As Alt-A and sub-prime originations were eliminated, we have seen an increase in our level of Federal Housing Administration and Veterans
Administration (“FHA/VA”) loan origination.  FHA/VA loans represented 48.4% and 46.7% for the first quarter of fiscal 2011 and 2010, respectively, of our total
loans. Profits and losses relating to the sale of mortgage loans are recognized when legal control passes to the buyer of the mortgage and the sales price is
collected.

During the three months ended January 31, 2011, financial services provided a $1.6 million pretax profit compared to $2.2 million of pretax profit for the same
period of fiscal 2010.  While revenues were down 6.7% for the first quarter of fiscal 2011 from the first quarter of fiscal 2010, costs were flat for such
period.  Mortgage settlements decreased for the three months ended January 31, 2011 compared to the same period in the prior year, contributing to the decrease



in revenues.  In the market areas served by our wholly owned mortgage banking subsidiaries, approximately 77.8% and 79.8% of our non-cash homebuyers
obtained mortgages originated by these subsidiaries during the three months ended January 31, 2011 and 2010, respectively.  Servicing rights on new mortgages
originated by us will be sold with the loans.

Corporate General and Administrative

Corporate general and administrative expenses include the operations at our headquarters in Red Bank, New Jersey.  These expenses include payroll, stock
compensation, facility and other costs associated with our executive offices, information services, human resources, corporate accounting, training, treasury,
process redesign, internal audit, construction services, and administration of insurance, quality and safety.  Corporate general and administrative expenses
decreased to $15.0 million for the three months ended January 31, 2011 compared to $16.2 million for the three months ended January 31, 2010, primarily due to
a reduction in depreciation expense, resulting mainly from some capitalized software becoming fully depreciated, coupled with no new significant additions of
depreciable assets. Also contributing to the decrease was a continued tightening of variable spending.

 
 



 

Other Interest

Other interest decreased $1.6 million for the three months ended January 31, 2011 compared to the three months ended January 31, 2010.  Our assets that qualify
for interest capitalization (inventory under development) do not exceed our debt, and therefore a portion of interest not covered by qualifying assets must be
directly expensed.  In the three months ended January 31, 2011, our interest incurred decreased compared to the prior period.  As a result, we had less interest that
was required to be directly expensed.

Other Operations

Other operations consist primarily of miscellaneous residential housing operations expenses, senior rental residential property operations, rent expense for
commercial office space, amortization of prepaid bond fees, noncontrolling interest relating to consolidated joint ventures, and corporate owned life
insurance.  Other operations decreased to $0.9 million for the three months ended January 31, 2011 compared to $1.9 million for the three months ended January
31, 2010.  The decreases were primarily due to higher life insurance proceeds offsetting expenses in the first quarter of fiscal 2011, compared to the same period
of the prior year.

Gain on Extinguishment of Debt

During the three months ended January 31, 2010, we repurchased in the open market a total of $11.3 million principal amount of various issues of our unsecured
senior and senior subordinated notes due 2010 through 2017 for an aggregate purchase price of $8.7 million, plus accrued and unpaid interest.  We recognized a
gain of $2.6 million net of the write-off of unamortized discounts and fees related to these purchases, which represents the difference between the aggregate
principal amounts of the notes purchased and the total purchase price.  There were no debt repurchases and/or exchanges during the three months ended January
31, 2011.  Under the terms of our indentures, we have the right to make certain redemptions and, depending on market conditions and covenant restrictions, may
do so from time to time.  We may also continue to make additional debt purchases and/or exchanges from time to time through tender offers, open market
purchases, private transactions or otherwise from time to time depending on market conditions and covenant restrictions.  During the second quarter of fiscal
2011, we repurchased certain of our senior and senior subordinated notes in tender offers and called for redemption all of such notes that were not tendered in the
tender offers (See Note 21 to the Condensed Consolidated Financial Statements).

Loss From Unconsolidated Joint Ventures

Loss from unconsolidated joint ventures was $1.0 million for the three months ended January 31, 2011, compared to $0.4 million for the three months ended
January 31, 2010.  The increase in the loss is mainly due to costs incurred with the startup of a new joint venture in the first quarter of fiscal 2011.

Total Taxes

On November 6, 2009, President Obama signed the Worker, Homeownership, and Business Assistance Act of 2009, under which the Company was able to
carryback its 2009 net operating loss to previously profitable years that were not available for carryback prior to the new tax legislation.  We recorded the impact
of the carryback of $291.3 million in the three months ended January 31, 2010.  We received $274.1 million in the second quarter of fiscal 2010 and the remaining
$17.2 million in the three months ended January 31, 2011.

Deferred federal and state income tax assets primarily represent the deferred tax benefits arising from temporary differences between book and tax income which
will be recognized in future years as an offset against future taxable income. If the combination of future years’ income (or loss) and the reversal of the timing
differences results in a loss, such losses can be carried forward to future years to recover the deferred tax assets. In accordance with ASC 740, we evaluate our
deferred tax assets quarterly to determine if valuation allowances are required.  ASC 740 requires that companies assess whether valuation allowances should be
established based on the consideration of all available evidence using a “more likely than not” standard.  Given the continued downturn in the homebuilding
industry during 2009, 2010 and 2011, resulting in additional inventory and intangible impairments, we are in a three-year cumulative loss position as of January
31, 2011.  According to ASC 740, a three-year cumulative loss is significant negative evidence in considering whether deferred tax assets are realizable.  Our
valuation allowance for current and deferred taxes amounted to $833.0 million and $811.0 million at January 31, 2011 and October 31, 2010, respectively.  The
valuation allowance increased during the three months ended January 31, 2011 primarily due to additional reserves recorded for the federal tax benefits related to
the losses incurred during the period.

Inflation

Inflation has a long-term effect, because increasing costs of land, materials, and labor result in increasing sale prices of our homes.  In general, these price
increases have been commensurate with the general rate of inflation in our housing markets and have not had a significant adverse effect on the sale of our
homes.  A significant risk faced by the housing industry generally is that rising house construction costs, including land and interest costs, will substantially
outpace increases in the income of potential purchasers.

Inflation has a lesser short-term effect, because we generally negotiate fixed price contracts with many, but not all, of our subcontractors and material suppliers for
the construction of our homes.  These prices usually are applicable for a specified number of residential buildings or for a time period of between three to twelve
months.  Construction costs for residential buildings represent approximately 59% of our homebuilding cost of sales.

Safe Harbor Statement

All statements in this Form 10-Q that are not historical facts should be considered “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, 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 conditions and natural disasters;

.  Changes in market and other environmental 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;
.  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 described in detail in Part I, Item 1 “Business” and Part I, Item 1A “Risk Factors” in our Annual Report on Form
10-K/A for the year ended October 31, 2010 and in Part II, Item1A "Risk Factors" in this Form 10-Q.  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 Form 10-Q.

Item 3.  QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

A primary market risk facing us is interest rate risk on our long term debt.  In connection with our mortgage operations, mortgage loans held for sale, and the
associated mortgage warehouse lines of credit under our secured master repurchase agreements are subject to interest rate risk; however, such obligations reprice
frequently and are short-term in duration.  In addition, we hedge the interest rate risk on mortgage loans by obtaining forward commitments from private
investors.  Accordingly, the risk from mortgage loans is not material.  We do not use financial instruments to hedge interest rate risk except with respect to
mortgage loans.  We are also subject to foreign currency risk but we do not believe that this risk is material.  The following table sets forth as of January 31, 2011,
our long-term debt obligations, principal cash flows by scheduled maturity, weighted average interest rates and estimated fair value (“FV”).

 Long Term Debt as of January 31, 2011 by Fiscal Year of Expected Maturity Date
(Dollars in thousands)

2011  2012  2013  2014  2015  Thereafter  Total  
FV at January

31, 2011
                
Long term debt(1):                
  Fixed rate $20,946 $103,092 $54,999 $55,432 $83,068 $1,354,439 $1,671,976 $1,597,650
  Weighted
    average interest
    rate 8.43% 8.55% 7.77% 6.51% 6.30% 9.40% 9.03%  

(1)  Does not include either of our mortgage warehouse lines of credit made under our secured master repurchase agreements.  See Note 9 to our Condensed
Consolidated Financial Statements for more information.

During February 2011, we issued senior notes and tangible equity units, as well as repurchased certain senior and senior subordinated notes in tender
offers for such notes.  We also called for redemption all of such notes not tendered in the tender offers.  See Note 21 to our Condensed Consolidated Financial
Statements for more information.
 

 
 



 

Item 4.  CONTROLS AND PROCEDURES
 
The Company maintains disclosure controls and procedures that are designed to ensure that information required to be disclosed in the Company’s reports under
the Securities Exchange Act of 1934 is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms, and that
such information is accumulated and communicated to the Company’s management, including its chief executive officer and chief financial officer, as
appropriate, to allow timely decisions regarding required disclosures.  Any controls and procedures, no matter how well designed and operated, can provide only
reasonable assurance of achieving the desired control objectives.  The Company’s management, with the participation of the Company’s chief executive officer
and chief financial officer, has evaluated the effectiveness of the design and operation of the Company’s disclosure controls and procedures as of January 31,
2011.  Based upon that evaluation and subject to the foregoing, the Company’s chief executive officer and chief financial officer concluded that the design and
operation of the Company’s disclosure controls and procedures are effective to accomplish their objectives.
 
In addition, there was no change in the Company’s internal control over financial reporting that occurred during the quarter ended January 31, 2011 that has
materially affected, or is reasonably likely to materially affect, the Company’s internal control over financial reporting.

PART II.  Other Information

Item 1.  Legal Proceedings

Information with respect to legal proceedings is incorporated into this Part II, Item 1 from Note 7 to the Condensed Consolidated Financial Statements in Part I,
Item 1 of this Form 10-Q.

Item 1A.  Risk Factors

The risk factors below should be read together with the risk factors contained in our Annual Report on Form 10-K/A for the year ended October 31,
2010. You should carefully consider all the risk factors in addition to the other information included in this Quarterly Report on Form 10-Q.

Increases in the 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.

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 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 regulations that affect the development and home building, sales, and customer financing processes, including zoning,
density, building standards, and mortgage financing.  These 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.

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 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 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 was 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. More recently, the New York State Department of Environmental
Conservation is seeking a civil penalty from us in connection with notices of violation for allegedly failing to comply with a storm water permit at an incomplete
project in the state of New York; and the New Jersey Department of Environmental Protection has contacted us regarding violations it asserts occurred when one
of our contractors demolished a structure in New Jersey prior to obtaining a storm water permit. Although we do not know the final outcomes, we believe any
penalties and any other impacts of these two matters will not have a material adverse effect on us.

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, the continued effectiveness of permits already granted or approvals already obtained is dependent upon many factors,
some of which are beyond our control, such as changes in policies, rules, and regulations and their interpretation and application.



Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds

Issuer Purchases of Equity Securities

In July 2001, our Board of Directors authorized a stock repurchase program to purchase up to 4 million shares of Class A Common Stock (adjusted for a 2 for 1
stock dividend on March 5, 2004).  No shares of our Class A Common Stock or Class B Common Stock were purchased by or on behalf of Hovnanian Enterprises
or any affiliated purchaser during the three months ended January 31, 2011 (excluding any purchases that may have been made by certain members of the
Hovnanian family, which would have been reported in filings with the Securities and Exchange Commission).  The maximum number of shares that may yet be
purchased under the Company’s plans or programs is 0.6 million.

 
 



 

Item 6.  Exhibits

 3(a) Certificate of Incorporation of the Registrant.(1)
 3(b) Certificate of Amendment of Certificate of Incorporation of the Registrant.(2)
 3(c) Restated Bylaws of the Registrant.(3)
 4(a) Indenture, dated as of February 14, 2011, relating to Senior Debt Securities, among K. Hovnanian Enterprises, Inc., Hovnanian Enterprises, Inc.

and Wilmington Trust Company, as Trustee.
 4(b) Senior Notes Supplemental Indenture, dated as of February 14, 2011, among K. Hovnanian Enterprises, Inc., Hovnanian Enterprises, Inc. and the

other guarantors named therein and Wilmington Trust Company, as Trustee.(7)
 4(c) Indenture, dated as of February 9, 2011, relating to Senior Subordinated Debt Securities, among K. Hovnanian Enterprises, Inc., Hovnanian

Enterprises, Inc. and Wilmington Trust Company, as Trustee.
 4(d) Amortizing Notes Supplemental Indenture, dated as of February 9, 2011, among K. Hovnanian Enterprises, Inc., Hovnanian Enterprises, Inc. and

the other guarantors named therein and Wilmington Trust Company, as Trustee.(7)
 4(e) Purchase Contract Agreement, dated as of February 9, 2011, among Hovnanian Enterprises, Inc., K. Hovnanian Enterprises, Inc. and Wilmington

Trust Company, as Trustee under the Amortizing Notes Indenture, as Purchase Contract Agent and as attorney-in-fact for the holders of the
Purchase Contracts from time to time.(7)

 4(f) Form of Unit (included in Exhibit 4(e) hereof).
 4(g) Form of Purchase Contract (included in Exhibit 4(e) hereof).
 4(h) Form of Amortizing Note (included in Exhibit 4(d) hereof).
 4(i) Form of Senior Note (included in Exhibit 4(b) hereof).
 4(j) Specimen Class A Common Stock Certificate.(6)
 4(k) Specimen Class B Common Stock Certificate.(6)
 4(l) Certificate of Designations, Powers, Preferences and Rights of the 7.625% Series A Preferred Stock of Hovnanian Enterprises, Inc., dated

January 12, 2005.(4)
 4(m) Certificate of Designations of the Series B Junior Preferred Stock of Hovnanian Enterprises, Inc., dated August 14, 2008.(1)
 4(n) Rights Agreement, dated as of August 14, 2008, between Hovnanian Enterprises, Inc. and National City Bank, as Rights Agent, which includes

the Form of Certificate of Designation as Exhibit A, Form of Right Certificate as Exhibit B and the Summary of Rights as Exhibit C.(5)
31(a) Rule 13a-14(a)/15d-14(a) Certification of Chief Executive Officer.
31(b) Rule 13a-14(a)/15d-14(a) Certification of Chief Financial Officer.
32(a) Section 1350 Certification of Chief Executive Officer.
32(b) Section 1350 Certification of Chief Financial Officer.

(1)  Incorporated by reference to Exhibits to Quarterly Report on Form 10-Q of the Registrant for the quarter ended July 31, 2008.

(2)  Incorporated by reference to Exhibits to Current Report on Form 8-K of the Registrant filed December 9, 2008.

(3)  Incorporated by reference to Exhibits to Current Report on Form 8-K of the Registrant filed December 21, 2009.

(4)  Incorporated by reference to Exhibits to Current Report on Form 8-K of the Registrant filed on July 13, 2005.

(5)  Incorporated by reference to Exhibits to the Registration Statement on Form 8-A (No. 001-08551) of the Registrant filed August 14, 2008.

(6)  Incorporated by reference to Exhibits to Quarterly Report on Form 10-Q of the Registrant for the quarter ended January 31, 2009.

(7)  Incorporated by reference to Exhibits to Current Report on Form 8-K of the Registrant filed February 15, 2011.

 
 



 

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

HOVNANIAN ENTERPRISES, INC.
(Registrant)

 DATE: March 4, 2011
  /S/J. LARRY SORSBY
  J. Larry Sorsby
  Executive Vice President and
  Chief Financial Officer
   
 DATE: March 4, 2011
  /S/PAUL W. BUCHANAN
  Paul W. Buchanan
  Senior Vice President/
  Chief Accounting Officer



 
 

Exhibit 4(a)

K. HOVNANIAN ENTERPRISES, INC.
 

Issuer
 

and
 

HOVNANIAN ENTERPRISES, INC.
 

Guarantor
 

and
 

SUBSIDIARY GUARANTORS OF HOVNANIAN THAT BECOME PARTIES HERETO FROM TIME TO TIME
 

Guarantors
 

and
 

WILMINGTON TRUST COMPANY
 

as Trustee
 

____________________________
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CROSS REFERENCE SHEET*
 

___________
 

Provisions of Trust Indenture Act of 1939 and Indenture to be dated as of February 14, 2011 among K. HOVNANIAN ENTERPRISES, INC.,
HOVNANIAN ENTERPRISES, INC., SUBSIDIARY GUARANTORS OF HOVNANIAN that become parties hereto from time to time and WILMINGTON
TRUST COMPANY, as Trustee:
 
Section of the Act                                                                Section of Indenture

310(a)(1), (2) and (5)                                                                6.9
310(a)(3) and (4)                                                                Inapplicable
310(b)                                                                6.8 and 6.10(a), (b) and (d)
310(c)                                                                Inapplicable
311(a)                                                                6.13
311(b)                                                                6.13
311(c)                                                                Inapplicable
312(a)                                                                4.1 and 4.2(a)
312(b)                                                                4.2(b)
312(c)                                                                4.2(c)
313(a)                                                                4.4(a)
313(b)(1)                                                                Inapplicable
313(b)(2)                                                                4.4(a) and (b)
313(c)                                                                4.4(b)
313(d)                                                                4.4(b)
314(a)                                                                4.3
314(b)                                                                Inapplicable
314(c)(1) and (2)                                                                11.5
314(c)(3)                                                                Inapplicable
314(d)                                                                Inapplicable
314(e)                                                                11.5
314(f)                                                                Inapplicable
315(a), (c) and (d)                                                                6.1
315(b)                                                                5.8
315(e)                                                                5.9
316(a)(1)                                                                5.7
316(a)(2)                                                                Not required
316(a) (last sentence)                                                                7.4
316(b)                                                                5.4
317(a)                                                                5.2
317(b)                                                                3.5(a)
318(a)                                                                11.7

_____________________
*This Cross Reference Sheet is not part of the Indenture.
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SENIOR INDENTURE
 

SENIOR INDENTURE, dated as of  February 14, 2011 among K. Hovnanian Enterprises, Inc., a California corporation (the “Issuer”), Hovnanian
Enterprises, Inc., a Delaware corporation (“Hovnanian”), Subsidiary Guarantors of Hovnanian that become parties hereto from time to time and Wilmington Trust
Company, a Delaware banking corporation, as trustee (the “Trustee”).
 

RECITALS OF THE ISSUER:
 

WHEREAS, the Issuer has duly authorized the issuance from time to time of its unsecured and unsubordinated debentures, notes or other evidences of
indebtedness to be issued in one or more series (the “Securities”) up to such principal amount or amounts as may from time to time be authorized in accordance
with the terms of this Indenture; and
 

WHEREAS, the Issuer has duly authorized the execution and delivery of this Indenture to provide, among other things, for the authentication, delivery
and administration of the Securities; and
 

WHEREAS, all things necessary to make this Indenture a valid indenture and agreement according to its terms have been undertaken and completed.
 

RECITALS OF GUARANTORS:
 

WHEREAS, each Guarantor desires to make the Guarantees provided for herein; and
 

WHEREAS, all things necessary to make this Indenture a valid agreement of each of the Guarantors, in accordance with its terms, have been done and
the Guarantor will do all things necessary to make the Guarantees, when executed by each of the Guarantors and endorsed on the Securities authenticated and
delivered hereunder, the valid obligations of each Guarantor as hereinafter provided.
 

NOW, THEREFORE, THIS INDENTURE WITNESSETH:
 

For and in consideration of the premises and the purchase of the Securities by the Holders thereof, it is mutually covenanted and agreed, for the equal
and proportionate benefit of all Holders of the Securities or of series thereof, as follows:
 

ARTICLE ONE
 

DEFINITIONS
 

SECTION 1.1.   Definitions.
 

  For all purposes of this Indenture and of any indenture supplemental hereto the following terms shall have the respective meanings specified in
this Section 1.1 (except as otherwise expressly provided herein or in any indenture supplemental hereto or unless the context otherwise clearly requires).  All other
terms used in this Indenture that are defined in the Trust Indenture Act of 1939, including terms defined therein by reference to the Securities Act of 1933, as
amended (the “Securities Act”), shall have the meanings assigned to such terms in said Trust Indenture Act of 1939 and in the Securities Act as in force at the
date of this Indenture (except as otherwise expressly provided herein or in any indenture supplemental hereto or unless the context otherwise clearly requires).
 

All accounting terms used herein and not expressly defined shall have the meanings assigned to such terms in accordance with generally accepted
accounting principles, and the term “generally accepted accounting principles” means such accounting principles as are generally accepted in the United States of
America on the date of this Indenture.
 

The words “herein”, “hereof” and “hereunder” and other words of similar import refer to this Indenture as a whole and not to any particular Article,
Section or other subdivision.  The expressions “date of this Indenture”, “date hereof”, “date as of which this Indenture is dated” and “date of execution and
delivery of this Indenture” and other expressions of similar import refer to the effective date of the original execution and delivery of this Indenture, viz. as of
February 14, 2011.
 

The terms defined in this Article have the meanings assigned to them in this Article and include the plural as well as the singular.
 

“Affiliate” of any specified Person means any other Person directly or indirectly controlling or controlled by or under direct or indirect common control
with such specified Person.  For the purposes of this definition, “control” when used with respect to any specified Person means the power to direct the
management and policies of such Person, directly or indirectly, whether through the ownership of voting securities, by contract or otherwise; and the terms
“controlling” and “controlled” have meanings correlative to the foregoing.
 

“Authenticating Agent” shall have the meaning set forth in Section 6.14.
 

“Bankruptcy Code” means the United States Bankruptcy Code, 11 United States Code §§ 101 et seq., or any successor statute thereto.
 

“Board of Directors” means when used with reference to the Issuer or Hovnanian, as the case may be, the board of directors or any duly authorized
committee of that board or any director or directors and/or officer or officers to whom that board or committee shall have duly delegated its authority.
 

“Board Resolution” means (1) one or more resolutions, certified by the secretary or an assistant secretary of the Issuer or Hovnanian, as applicable, to
have been duly adopted or consented to by the Board of Directors of the Issuer or Hovnanian, as applicable, and to be in full force and effect, or (2) a certificate
signed by the director or directors and/or officer or officers to whom the Board of Directors or any duly authorized committee of that Board shall have duly
delegated its authority, in each case delivered to the Trustee for the Securities of any series.
 

“Business Day” means, with respect to any Security, unless otherwise specified in a Board Resolution and an Officers’ Certificate with respect to a
particular series of Securities, a day that (a) in the Place of Payment (or in any of the Places of Payment, if more than one) in which amounts are payable, as



specified in the form of such Security, and (b) in the city in which the Corporate Trust Office is located, is not a day on which banking institutions are authorized
or required by law or regulation to close.
 

“Commission” means the Securities and Exchange Commission, as from time to time constituted, created under the Exchange Act, or, if at any time after
the execution and delivery of this Indenture such Commission is not existing and performing the duties now assigned to it under the Trust Indenture Act of 1939,
then the body performing such duties on such date.
 

“Corporate Trust Office” means the office of the Trustee of a series of Securities at which the trust created by this Indenture shall, at any particular time,
be principally administered, which office is, at the date as of which this Indenture is dated, located at Rodney Square North, 1100 North Market Street,
Wilmington, DE 19890.
 

“Covenant Defeasance” has the meaning set forth in Section 10.3.
 

“Depositary” means, with respect to the Securities of any series issuable or issued in the form of one or more Global Securities, the Person designated as
Depositary by the Issuer pursuant to Section 2.3 until a successor Depositary shall have become such pursuant to the applicable provisions of this Indenture, and
thereafter “Depositary” shall mean or include each Person who is then a Depositary hereunder, and, if at any time there is more than one such Person,
“Depositary” as used with respect to the Securities of any such series shall mean the Depositary with respect to the Global Securities of such series.
 

“Dollars” and the sign “$” means the coin and currency of the United States of America as at the time of payment is legal tender for the payment of
public and private debts.
 

“Eligible Guarantors” means Hovnanian, each of Hovnanian’s subsidiaries listed on Exhibit B hereto and each other subsidiary of Hovnanian that
Guarantees a series of Securities established under this Indenture.
 

“Event of Default” means any event or condition specified as such in Section 5.1.
 

“Exchange Act” means the Securities Exchange Act of 1934, as amended.
 

“Global Security” means a Security evidencing all or a part of a series of Securities issued to the Depositary for such series in accordance with Section
2.3 and bearing the legend prescribed in Section 2.4.
 

“Guarantee” has the meaning specified in Section 13.2.
 

“Guarantor” has the meaning specified in Section 2.3.
 

“Holder”, “Holder of Securities”, “Securityholder” or other similar terms mean, in the case of any Security, the Person in whose name such Security is
registered in the security register kept by the Issuer for that purpose in accordance with the terms hereof.
 

“Hovnanian” means Hovnanian Enterprises, Inc., a Delaware corporation.
 

“Indebtedness” with respect to any Person means, without duplication:
 

(a) (i)  the principal of and premium, if any, and interest, if any, on indebtedness for money borrowed of such Person, indebtedness
of such Person evidenced by bonds, notes, debentures or similar obligations, and any guaranty by such Person of any indebtedness for money borrowed
or indebtedness evidenced by bonds, notes, debentures or similar obligations of any other Person, whether any such indebtedness or guaranty is
outstanding on the date of this Indenture or is thereafter created, assumed or incurred, (ii) obligations of such Person for the reimbursement of any
obligor on any letter of credit, banker’s acceptance or similar credit transaction; (iii) the principal of and premium, if any, and interest, if any, on
indebtedness incurred, assumed or guaranteed by such Person in connection with the acquisition by it or any of its subsidiaries of any other businesses,
properties or other assets; (iv) lease obligations which such Person capitalizes in accordance with ASC Topic 840 promulgated by the Financial
Accounting Standards Board or such other generally accepted accounting principles as may be from time to time in effect; (v) any indebtedness of such
Person representing the balance deferred and unpaid of the purchase price of any property or interest therein (except any such balance that constitutes an
accrued expense or trade payable) and any guaranty, endorsement or other contingent obligation of such Person in respect of any indebtedness of another
that is outstanding on the date of this Indenture or is thereafter created, assumed or incurred by such Person; and (vi) obligations of such Person under
interest rate, commodity or currency swaps, caps, collars, options and similar arrangements; and

 
(b) any amendments, modifications, refundings, renewals or extensions of any indebtedness or obligation described as Indebtedness

in clause (a) above.
 

“Indenture” means this instrument as originally executed and delivered or, if amended or supplemented as herein provided, as so amended or
supplemented or both, including, for all purposes of this instrument and any such supplement, the provisions of the Trust Indenture Act of 1939 that are deemed to
be a part of and govern this instrument and any such supplement, respectively, and shall include the forms and terms of particular series of Securities established
as contemplated hereunder.
 

“interest” means, when used with respect to non-interest bearing Securities (including, without limitation, any Original Issue Discount Security that by
its terms bears interest only after maturity or upon default in any other payment due on such Security), interest payable after maturity (whether at stated maturity,
upon acceleration or redemption or otherwise) or after the date, if any, on which the Issuer becomes obligated to acquire a Security, whether upon conversion, by
purchase or otherwise.
 

“Issuer” means K. Hovnanian Enterprises, Inc., a California corporation, and, subject to Article Nine, its successors and assigns.
 

“Issuer Order” means a written statement, request or order of the Issuer, which is signed in its name by the chairman of the Board of Directors, the chief
financial officer, the president or chief executive officer, any vice president or the treasurer of the Issuer, and delivered to the Trustee.
 

“Legal Defeasance” has the meaning specified in Section 10.2.
 



“Officers’ Certificate”, when used with respect to the Issuer or Hovnanian, means a certificate signed by the chairman of the Board of Directors, the
president or chief executive officer, or any vice president and by the chief financial officer, the treasurer, any assistant treasurer, the controller, any assistant
controller, the secretary or any assistant secretary of the Issuer or Hovnanian, as the case may be.  Each such certificate shall include the statements provided for
in Section 11.5 if and to the extent required by the provisions of such Section 11.5. One of the officers signing an Officers’ Certificate given pursuant to Section
4.3 shall be the principal executive, financial or accounting officer of the Issuer or Hovnanian, as the case may be.
 

“Opinion of Counsel” means an opinion in writing signed by the chief counsel of the Issuer or Hovnanian or by such other legal counsel who may be an
employee of or counsel to the Issuer or Hovnanian and who shall be reasonably satisfactory to the Trustee.  Each such opinion shall include the statements
provided for in Section 11.5, if and to the extent required by the provisions of such Section 11.5.
 

“original issue date” of any Security (or portion thereof) means the earlier of (a) the date of such Security or (b) the date of any Security (or portion
thereof) for which such Security was issued (directly or indirectly) on registration of transfer, exchange or substitution.
 

“original issue discount” of any debt security, including any Original Issue Discount Security, means the difference between the principal amount of such
debt security and the initial issue price of such debt security (as set forth in the case of an Original Issue Discount Security on the face of such Security).
 

“Original Issue Discount Security” means any Security that provides for an amount less than the principal amount thereof to be due and payable upon a
declaration of acceleration of the maturity thereof pursuant to Article Five.
 

“Outstanding” when used with reference to Securities, shall, subject to the provisions of Section 7.4, mean, as of any particular time, all Securities
authenticated and delivered by the Trustee under this Indenture, except:
 

(a) Securities theretofore cancelled by the Trustee or delivered to the Trustee for cancellation;
 

(b) Securities (other than Securities of any series as to which the provisions of Article Ten hereof shall not be applicable), or portions
thereof, for the payment or redemption of which moneys or U.S. Government Obligations (as provided for in Section 10.1) in the necessary amount shall
have been deposited in trust with the Trustee or with any paying agent (other than the Issuer) or shall have been set aside, segregated and held in trust by
the Issuer for the Holders of such Securities (if the Issuer shall act as its own paying agent), provided that, if such Securities, or portions thereof, are to be
redeemed prior to the maturity thereof, notice of such redemption shall have been given as herein provided, or provision satisfactory to the Trustee shall
have been made for giving such notice; and

 
(c) Securities which shall have been paid or in substitution for which other Securities shall have been authenticated and delivered

pursuant to the terms of Section 2.9 (except with respect to any such Security as to which proof satisfactory to the Trustee is presented that such Security
is held by a Person in whose hands such Security is a legal, valid and binding obligation of the Issuer).

 
In determining whether the Holders of the requisite aggregate principal amount of Outstanding Securities of any or all series have given any request,

demand, authorization, direction, notice, consent or waiver hereunder, the principal amount of an Original Issue Discount Security that shall be deemed to be
Outstanding for such purposes shall be the portion of the principal amount thereof that would be due and payable as of the date of such determination (as certified
by the Issuer to the Trustee) upon a declaration of acceleration of the maturity thereof pursuant to Article Five.
 

“paying agent” refers to a Person engaged to perform the obligations of the Trustee in respect of payments made or funds held hereunder in respect of
the Securities.
 

“Periodic Offering” means an offering of Securities of a series from time to time, the specific terms of which Securities, including, without limitation,
the rate or rates of interest, if any, thereon, the stated maturity or maturities thereof and the redemption provisions, if any, with respect thereto, are to be
determined by the Issuer or its agents upon the issuance of such Securities.
 

“Person” means any individual, corporation, limited liability company, partnership, joint venture, association, joint stock company, trust, estate,
unincorporated organization or government or any agency or political subdivision thereof.
 

“Place of Payment”, when used with respect to the Securities of any series, means the place or places where the principal of and interest, if any, on the
Securities of such series are payable as determined in accordance with Section 2.3.
 

“principal” of a debt security, including any Security, means the amount (including, without limitation, if and to the extent applicable, any premium and,
in the case of an Original Issue Discount Security, any accrued original issue discount, but excluding interest) that is payable with respect to such debt security as
of any date and for any purpose (including, without limitation, in connection with any sinking fund, if any, upon any redemption at the option of the Issuer, upon
any purchase or exchange at the option of the Issuer or the holder of such debt security and upon any acceleration of the maturity of such debt security).
 

“principal amount” of a debt security, including any Security, means the principal amount as set forth on the face of such debt security.
 

“record date” shall have the meaning set forth in Section 2.7.
 

“Responsible Officer”, when used with respect to the Trustee of a series of Securities, means any officer of the Trustee with direct responsibility for the
administration of the trust created by this Indenture.
 

“Restricted Subsidiary” means (a) any Subsidiary of the Issuer other than an Unrestricted Subsidiary, and (b) any Subsidiary of the Issuer which was an
Unrestricted Subsidiary but which, subsequent to the date hereof, is designated by the Issuer (by Board Resolution) to be a Restricted Subsidiary; provided,
however, that the Issuer may not designate any such Subsidiary to be a Restricted Subsidiary if the Issuer would thereby breach any covenant or agreement herein
contained (on the assumptions that any outstanding Indebtedness of such Subsidiary was incurred at the time of such designation).
 

“Securities Act” shall have the meaning set forth in Section 1.1.
 

“Security” or “Securities” has the meaning stated in the first recital of this Indenture and more particularly means any Securities authenticated and
delivered under this Indenture; provided, however that if at any time there is more than one Person acting as Trustee under this Instrument, “Securities” with



respect to the Indenture as to which such Person is Trustee shall have the meaning stated in the first recital of this instrument and shall more particularly mean
Securities authenticated and delivered under this instrument, exclusive, however, of Securities of any series as to which such Person is not Trustee.
 

“Significant Subsidiary” means any Subsidiary which is a “significant subsidiary” of the Issuer within the meaning of Rule 1.02(w) of Regulation S-K
promulgated by the Commission as in effect on the date of this Indenture.
 

“Subsidiary” of any specified Person means any corporation, association or other business entity of which such Person, or such Person and one or more
Subsidiaries of such Person, or any one or more Subsidiaries of such Person, directly or indirectly own voting securities entitling any one or more of such Persons
and its Subsidiaries to elect a majority of the directors or other persons performing similar functions, either at all times or, so long as there is no default or
contingency which permits the holders of any other class or classes of securities to vote for the election of one or more directors or other persons performing
similar functions.
 

“Trust Indenture Act of 1939” (except as otherwise provided in Sections 8.1 and 8.2) means the Trust Indenture Act of 1939, as amended by the Trust
Indenture Reform Act of 1990, as in force at the date as of which this Indenture is originally executed.
 

“Trustee” means the Person identified as “Trustee” in the first paragraph hereof and, subject to the provisions of Article Six, shall also include any
successor trustee.  “Trustee” shall also mean or include each Person who is then a trustee hereunder and, if at any time there is more than one such Person,
“Trustee” as used with respect to the Securities of any series shall mean the trustee with respect to the Securities of such series.
 

“Unrestricted Subsidiary” means (a) any Subsidiary of the Issuer acquired or organized after the date hereof, provided, however, that such Subsidiary
shall not be a successor, directly or indirectly, to any Restricted Subsidiary, and (b) any Subsidiary of the Issuer substantially all the assets of which consist of
stock or other securities of a Subsidiary or Subsidiaries of the character described in clause (a) of this paragraph, unless and until such Subsidiary shall have been
designated to be a Restricted Subsidiary pursuant to clause (b) of the definition of “Restricted Subsidiary”.
 

“U.S. Government Obligations” means non-callable, non-payable bonds, notes, bills or other similar obligations issued or guaranteed by the United
States government or any agency thereof the full and timely payment of which are backed by the full faith and credit of the United States of America.
 

“vice president,” when used with respect to the Issuer, Hovnanian or the Trustee, means any vice president, regardless of whether designated by a
number or a word or words added before or after the title “vice president.”
 

“Yield to Maturity” means the yield to maturity on a series of Securities, calculated at the time of issuance of such series, or, if applicable, at the most
recent redetermination of interest on such series, and calculated in accordance with generally accepted financial practice or as otherwise provided in the terms of
such series of Securities.
 

ARTICLE TWO
 

SECURITIES
 

SECTION 2.1.   Forms Generally.
 

 The Securities of each series shall be substantially in such form (not inconsistent with this Indenture) as shall be established by or pursuant to
one or more Board Resolutions (as set forth in a Board Resolution or, to the extent established pursuant to rather than set forth in a Board Resolution, an Officers’
Certificate detailing such establishment) or in one or more indentures supplemental hereto, in each case with such appropriate insertions, omissions, substitutions
and other variations as are required or permitted by this Indenture, and may have imprinted or otherwise reproduced thereon such legend or legends or
endorsements, not inconsistent with the provisions of this Indenture, as may be required to comply with any law or with any rules or regulations pursuant thereto,
or with any rules of any securities exchange or to conform to general usage, all as may be determined by the officers executing such Securities, as evidenced by
their execution of such Securities.
 

The definitive Securities shall be printed, lithographed or engraved on steel engraved borders or may be produced in any other manner, all as determined
by the officers executing such Securities as evidenced by their execution of such Securities.
 

SECTION 2.2.   Form of Trustee’s Certificate of Authentication.
 

  The Trustee’s certificate of authentication on all Securities shall be substantially as follows:
 

This is one of the Securities of the series designated herein referred to in the within mentioned Indenture.
 

______________________, as Trustee

 By_____________________________
 Authorized Signatory

If at any time there shall be an Authenticating Agent appointed with respect to any series of Securities, then the Securities of such series shall bear, in
addition to the Trustee’s certificate of authentication, an alternate Certificate of Authentication which shall be substantially as follows:
 

This is one of the Securities of the series designated herein referred to in the within mentioned Indenture.
 

__________________________, as Trustee

 By________________________



 as Authenticating Agent

 By________________________
 Authorized Signatory

SECTION 2.3.   Amount Unlimited, Issuable in Series.
 

  The aggregate principal amount of Securities which may be authenticated and delivered under this Indenture is unlimited.
 

The Securities may be issued in one or more series and the Securities of each such series shall rank equally and pari passu with the Securities of each
other series and with all other unsecured and unsubordinated debt of the Issuer.  There shall be established in or pursuant to one or more Board Resolutions (and,
to the extent established pursuant to rather than set forth in a Board Resolution, in an Officers’ Certificate detailing such establishment) or established in one or
more indentures supplemental hereto, prior to the initial issuance of Securities of any series:
 

(1) the designation of the Securities of the series, which shall distinguish the Securities of such series from the Securities of all other
series;

 
(2) any limit upon the aggregate principal amount of the Securities of the series that may be authenticated and delivered under this

Indenture (except for Securities authenticated and delivered upon registration of transfer of, or in exchange for, or in lieu of, other Securities of the series
pursuant to Section 2.8, 2.9, 2.11, 8.5 or 12.3);

 
(3) the date or dates on which the principal of the Securities of the series is payable;

 
(4) the rate or rates at which the Securities of the series shall bear interest, if any, the date or dates from which any such interest shall

accrue, on which any such interest shall be payable and on which a record shall be taken for the determination of Holders to whom any such interest is
payable or the method by which such rate or rates or date or dates shall be determined or both;

 
(5) the place or places where and the manner in which the principal of, premium, if any, and interest, if any, on Securities of the

series shall be payable (if other than as provided in Section 3.2) and the office or agency for the Securities of the series maintained by the Issuer pursuant
to Section 3.2;

 
(6) the right, if any, of the Issuer to redeem, purchase or repay Securities of the series, in whole or in part, at its option and the period

or periods within which, the price or prices (or the method by which such price or prices shall be determined or both) at which, the form or method of
payment therefor if other than in cash and any terms and conditions upon which and the manner in which (if different from the provisions of Article
Twelve) Securities of the series may be so redeemed, purchased or repaid, in whole or in part, pursuant to any sinking fund or otherwise;

 
(7) the obligation, if any, of the Issuer to redeem, purchase or repay Securities of the series in whole or in part pursuant to any

mandatory redemption, sinking fund or analogous provisions 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 shall be determined or both) at which, the form or method of payment therefor if other than in cash
and any terms and conditions upon which and the manner in which (if different from the provisions of Article Twelve) Securities of the series shall be
redeemed, purchased or repaid, in whole or in part, pursuant to such obligation;

 
(8) if other than denominations of $2,000 and any integral multiple of $1,000 in excess thereof, the denominations in which

Securities of the series shall be issuable;
 

(9) if other than the principal amount thereof, the portion of the principal amount of Securities of the series which shall be payable
upon acceleration of the maturity thereof;

 
(10) whether Securities of the series will be issuable as Global Securities;

 
(11) if the Securities of such series are to be issuable in definitive form (whether upon original issue or upon exchange of a

temporary Security of such series) only upon receipt of certain certificates or other documents or satisfaction of other conditions, the form and terms of
such certificates, documents or conditions;

 
(12) any trustees, depositaries, authenticating or paying agents, transfer agents or registrars or any other agents with respect to the

Securities of such series;
 

(13) any deleted, modified or additional events of default or remedies or any deleted, modified or additional covenants with respect
to the Securities of such series;

 
(14) whether the provisions of Article Ten will not be applicable to Securities of such series;

 
(15) any provision relating to the issuance of Securities of such series at an original issue discount (including, without limitation, the

issue price thereof, the rate or rates at which such original issue discount shall accrete, if any, and the date or dates from or to which or period or periods
during which such original issue discount shall accrete at such rate or rates);

 
(16) if other than Dollars, the foreign currency in which payment of the principal of, premium, if any, and interest, if any, on the

Securities of such series shall be payable;
 

(17) if other than Wilmington Trust Company is to act as Trustee for the Securities of such series, the name and Corporate Trust
Office of such Trustee;



 
(18) if the amounts of payments of principal of, premium, if any, and interest, if any, on the Securities of such series are to be

determined with reference to an index, the manner in which such amounts shall be determined;
 

(19) the terms for conversion or exchange, if any, with respect to the Securities of such series;
 

(20) which, if any, of the Eligible Guarantors, in addition to Hovnanian, shall guarantee the Securities of such series on the terms set
forth in Article Thirteen (Hovnanian, together with each of the other Eligible Guarantors that guarantee the Securities on the terms set forth in Article
Thirteen, if any, a “Guarantor”); and

 
(21) any other terms of the Securities of such series (which terms shall not be inconsistent with the provisions of this Indenture).

 
All Securities of any one series shall be substantially identical, except as to denomination and except as may otherwise be provided by or pursuant to the

Board Resolution or Officers’ Certificate referred to above or as set forth in any such indenture supplemental hereto.  All Securities of any one series need not be
issued at the same time and may be issued from time to time, consistent with the terms of this Indenture, if so provided by or pursuant to such Board Resolution,
such Officers’ Certificate or in any such indenture supplemental hereto.
 

Any such Board Resolution or Officers’ Certificate referred to above with respect to Securities of any series filed with the Trustee on or before the initial
issuance of the Securities of such series shall be incorporated herein by reference with respect to Securities of such series and shall thereafter be deemed to be a
part of the Indenture for all purposes relating to Securities of such series as fully as if such Board Resolution or Officers’ Certificate were set forth herein in full.
 

SECTION 2.4.   Authentication and Delivery of Securities.
 

  The Issuer may deliver Securities of any series executed by the Issuer to the Trustee for authentication together with the applicable documents
referred to below in this Section 2.4, and the Trustee shall thereupon authenticate and deliver such Securities to, or upon the order of, the Issuer (contained in the
Issuer Order referred to below in this Section 2.4) or pursuant to such procedures acceptable to the Trustee and to such recipients as may be specified from time to
time by an Issuer Order.  If provided for in such procedures and agreed to by the Trustee, such Issuer Order may authorize authentication and delivery pursuant to
oral instructions from the Issuer or its duly authorized agent, which instructions shall be promptly confirmed in writing.  In authenticating the Securities of such
series and accepting the additional responsibilities under this Indenture in relation to such Securities, the Trustee shall be entitled to receive (in the case of
subparagraphs (2), (3) and (4) below only at or before the time of the first request of the Issuer to the Trustee to authenticate Securities of such series) and (subject
to Section 6.1) shall be fully protected in relying upon, unless and until such documents have been superseded or revoked:
 

(1) an Issuer Order requesting such authentication and setting forth delivery instructions provided that, with respect to Securities of a
series subject to a Periodic Offering, (a) such Issuer Order may be delivered by the Issuer to the Trustee prior to the delivery to the Trustee of such
Securities for authentication and delivery, (b) the Trustee shall authenticate and deliver Securities of such series for original issue from time to time, in an
aggregate principal amount not exceeding the aggregate principal amount established for such series, pursuant to an Issuer Order, (c) the maturity date or
dates, original issue date or dates, interest rate or rates, if any, and any other terms of Securities of such series shall be determined by an Issuer Order and
(d) after the original issuance of the first Security of such series to be issued, any separate request by the Issuer that the Trustee authenticate Securities of
such series for original issuance will be deemed to be a certification by the Issuer that it is in compliance with all conditions precedent provided for in
this Indenture relating to the authentication and delivery of such Securities;

 
(2) the Board Resolution, Officers’ Certificate or executed supplemental indenture referred to in Sections 2.1 and 2.3 by or pursuant

to which the forms and terms of the Securities of such series were established;
 

(3) an Officers’ Certificate stating that the form or forms and terms of the Securities have been established pursuant to Sections 2.1
and 2.3 and comply with this Indenture and covering such other matters as the Trustee may reasonably request; and

 
(4) at the option of the Issuer, either an Opinion of Counsel, or a letter from legal counsel addressed to the Trustee permitting it to

rely on an Opinion of Counsel, substantially to the effect that:
 

(a) in the case of an underwritten offering, the Securities of such series have been duly authorized, executed and
delivered and, in the case of an offering that is not underwritten, certain terms of the Securities of such series have been established pursuant to
a Board Resolution, an Officers’ Certificate or a supplemental indenture in accordance with this Indenture, and when such other terms as are to
be established pursuant to procedures set forth in an Issuer Order shall have been established, all such terms will have been duly authorized by
the Issuer and will have been established in conformity with the provisions of this Indenture;

 
(b) when the Securities of such series have been duly authorized, executed and delivered by the Issuer and

authenticated by the Trustee in accordance with the provisions of this Indenture and delivered to and duly paid for by the purchasers thereof,
they will constitute valid and legally binding obligations of the Issuer, enforceable in accordance with their respective terms, and will be entitled
to the benefits of this Indenture; and

 
(c) the execution and delivery by the Issuer of, and the performance by the Issuer of its obligations under, the

Securities of such series will not conflict with any provision of applicable law or the articles of incorporation or bylaws of the Issuer or any
agreement or other instrument to which the Issuer or any of the Guarantors is a party and that is material to the Issuer, Hovnanian and its
Subsidiaries, considered as one enterprise, or, to such counsel’s knowledge after the inquiry indicated therein, any judgment, order or decree of
any governmental agency or any court having jurisdiction over the Issuer, Hovnanian and any of its Subsidiaries, and no consent, approval or
authorization of any governmental body or agency is required for the performance by the Issuer of its obligations under the Securities, except
such as are specified and have been obtained and such as may be required by the securities or blue sky laws of the various states in connection
with the offer and sale of the Securities.

 
In rendering such opinions, such counsel may qualify any opinions as to enforceability by stating that such enforceability may be limited by bankruptcy,

insolvency, fraudulent conveyance, reorganization, liquidation, moratorium and other similar laws relating to or affecting the rights and remedies of creditors and
is subject to general principles of equity (regardless of whether such enforceability is considered in a proceeding in equity or at law) and an implied covenant of
good faith and fair dealing.  Such counsel may also state that, insofar as such opinion involves factual matters, such counsel has relied, to the extent such counsel
deems proper, upon certificates of officers of the Issuer, Hovnanian and its subsidiaries, as applicable, and certificates of public officials.



 
The Trustee shall have the right to decline to authenticate and deliver any Securities of any series under this Section 2.4 if the Trustee, being advised by

counsel, determines that such action may not lawfully be taken by the Issuer or if the Trustee in good faith by its board of directors or board of trustees, executive
committee or a trust committee of directors or trustees or Responsible Officers shall determine that such action would expose the Trustee to personal liability to
existing Holders or would adversely affect the Trustee’s own rights, duties or immunities under the Securities, this Indenture or otherwise.
 

If the Issuer shall establish pursuant to Section 2.3 that the Securities of a series are to be issued in the form of one or more Global Securities, then the
Issuer shall execute and the Trustee shall, in accordance with this Section 2.4 and the Issuer Order with respect to such series, authenticate and deliver one or
more Global Securities that (i) shall represent and shall be denominated in an amount equal to the aggregate principal amount of all of the Securities of such series
to be issued in the form of Global Securities and not yet cancelled, (ii) shall be registered in the name of the Depositary for such Global Security or Securities or
the nominee of such Depositary, (iii) shall be delivered by the Trustee to such Depositary or pursuant to such Depositary’s instructions, and (iv) shall bear a
legend substantially to the following effect:
 

“THIS SECURITY IS A GLOBAL NOTE WITHIN THE MEANING OF THE INDENTURE HEREINAFTER REFERRED TO AND IS
REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE OF A DEPOSITARY OR A SUCCESSOR DEPOSITARY.  UNLESS AND
UNTIL IT IS EXCHANGED IN WHOLE OR IN PART FOR SECURITIES IN CERTIFICATED FORM, THIS SECURITY MAY NOT BE
TRANSFERRED EXCEPT AS A WHOLE BY THE DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION (THE “DEPOSITARY”)
TO THE NOMINEE OF THE DEPOSITARY OR BY A NOMINEE OF THE DEPOSITARY TO THE DEPOSITARY OR ANOTHER NOMINEE OF
THE DEPOSITARY OR BY THE DEPOSITARY OR ANY SUCH NOMINEE TO A SUCCESSOR DEPOSITARY OR A NOMINEE OF SUCH
SUCCESSOR DEPOSITARY.
 

UNLESS THIS SECURITY IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE ISSUER OR ITS
AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY SECURITY ISSUED IS REGISTERED IN THE NAME
OF CEDE & CO.  OR IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY (AND
ANY PAYMENT IS MADE TO CEDE & CO.  OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF
THE DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS
WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.”
 

Each Depositary designated pursuant to Section 2.3 must, at the time of its designation and at all times while it serves as Depositary, be a clearing agency
registered under the Exchange Act, and any other applicable statute or regulation.
 

Reference is made to Section 13.5 concerning execution and delivery of the Guarantees.
 

SECTION 2.5.   Execution of Securities.
 

  The Securities shall be signed on behalf of the Issuer by the chairman of the Board of Directors, the president or chief executive officer, any
vice president, the chief financial officer or the treasurer of the Issuer.  Such signatures may be the manual or facsimile signatures of the present or any future such
officers.  Typographical and other minor errors or defects in any such reproduction of such signature shall not affect the validity or enforceability of any Security
that has been duly authenticated and delivered by the Trustee.
 

In case any officer of the Issuer who shall have signed any of the Securities shall cease to be such officer before the Security so signed shall be
authenticated and delivered by the Trustee or disposed of by the Issuer, such Security nevertheless may be authenticated and delivered or disposed of as though
the person who signed such Security had not ceased to be such officer of the Issuer; and any Security may be signed on behalf of the Issuer by such persons as, at
the actual date of the execution of such Security, shall be the proper officers of the Issuer, although at the date of the execution and delivery of this Indenture any
such person was not such an officer.
 

Reference is made to Section 13.5 concerning execution and delivery of the Guarantees.
 

SECTION 2.6.   Certificate of Authentication.
 

  Only such Securities as shall bear thereon a certificate of authentication substantially in the form hereinbefore recited, executed by the Trustee
by the manual signature of one of its authorized signatories, or its Authenticating Agent, shall be entitled to the benefits of this Indenture or be valid or obligatory
for any purpose.  The execution of such certificate by the Trustee or its Authenticating Agent upon any Security executed by the Issuer shall be conclusive
evidence that the Security so authenticated has been duly authenticated and delivered hereunder and that the Holder is entitled to the benefits of this
Indenture.  Each reference in this Indenture to authentication by the Trustee includes authentication by an agent appointed pursuant to Section 6.14.
 

SECTION 2.7.   Denomination and Date of Securities; Payments of Interest.
 

  The Securities of each series shall be issuable in registered form in denominations established as contemplated by Section 2.3 or, with respect
to the Securities of any series, if not so established, in denominations of $2,000 and any integral multiple of $1,000 in excess thereof.  The Securities of each
series shall be numbered, lettered or otherwise distinguished in such manner or in accordance with such plan as the officers of the Issuer executing the same may
determine with the approval of the Trustee, as evidenced by the execution and authentication thereof.
 

Each Security shall be dated the date of its authentication.  The Securities of each series shall bear interest, if any, from the date, and such interest, if any,
shall be payable on the dates, established as contemplated by Section 2.3.
 

The Person in whose name any Security of any series is registered at the close of business on any record date applicable to a particular series with respect
to any interest payment date for such series shall be entitled to receive the interest, if any, payable on such interest payment date notwithstanding any transfer or
exchange of such Security subsequent to the record date and prior to such interest payment date, except if and to the extent the Issuer shall default in the payment
of the interest due on such interest payment date for such series, in which case such defaulted interest shall be paid to the Persons in whose names Outstanding
Securities for such series are registered (a) at the close of business on a subsequent record date (which shall be not less than five Business Days prior to the date of
payment of such defaulted interest) established by notice given by mail by or on behalf of the Issuer to the Holders of Securities not less than 15 days preceding
such subsequent record date or (b) as determined by such other procedure as is mutually acceptable to the Issuer and the Trustee.  The term “record date” as used
with respect to any interest payment date (except a date for payment of defaulted interest) for the Securities of any series shall mean the date specified as such in
the terms of the Securities of such series established as contemplated by Section 2.3, or, if no such date is so established, if such interest payment date is the first



day of a calendar month, the fifteenth day of the next preceding calendar month or, if such interest payment date is the fifteenth day of a calendar month, the first
day of such calendar month, whether or not such record date is a Business Day.
 

SECTION 2.8.   Registration, Transfer and Exchange.
 

  The Issuer will keep at each office or agency to be maintained for the purpose as provided in Section 3.2 for each series of Securities a register
or registers in which, subject to such reasonable regulations as it may prescribe, it will provide for the registration of Securities of each series and the registration
of transfer of Securities of such series.  Each such register shall be in written form in the English language or in any other form capable of being converted into
such form within a reasonable time.  At all reasonable times such register or registers shall be open for inspection and available for copying by the Trustee.
 

Upon due presentation for registration of transfer of any Security of any series at any such office or agency to be maintained for the purpose as provided
in Section 3.2, the Issuer shall execute and the Trustee shall authenticate and deliver in the name of the transferee or transferees a new Security or Securities of the
same series, maturity date, interest rate, if any, and original issue date in authorized denominations for a like aggregate principal amount.
 

All Securities presented for registration of transfer shall (if so required by the Issuer or the Trustee) be duly endorsed by, or be accompanied by a written
instrument or instruments of transfer in form satisfactory to the Issuer and the Trustee duly executed by, the Holder or his attorney duly authorized in writing.
 

At the option of the Holder thereof, Securities of any series (other than a Global Security, except as set forth below) may be exchanged for a Security or
Securities of such series having authorized denominations and an equal aggregate principal amount, upon surrender of such Securities to be exchanged at the
agency of the Issuer that shall be maintained for such purpose in accordance with Section 3.2.
 

The Issuer or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be imposed in connection with
any registration of transfer of Securities.  No service charge shall be made for any such transaction or for any exchange of Securities of any series as contemplated
by the immediately preceding paragraph.
 

The Issuer shall not be required to exchange or register a transfer of (a) any Securities of any series for a period of 15 days next preceding the first
mailing or publication of notice of redemption of Securities of such series to be redeemed, (b) any Securities selected, called or being called for redemption, in
whole or in part, except, in the case of any Security to be redeemed in part, the portion thereof not so to be redeemed or (c) any Security if the Holder thereof has
exercised his right, if any, to require the Issuer to repurchase such Security in whole or in part, except the portion of such Security not required to be repurchased.
 

Notwithstanding any other provision of this Section 2.8, unless and until it is exchanged in whole or in part for Securities in definitive registered form, a
Global Security representing all or a part of the Securities of a series may not be transferred except as a whole by the Depositary for such series to a nominee of
such Depositary or by a nominee of such Depositary to such Depositary or another nominee of such Depositary or by such Depositary or any such nominee to a
successor Depositary for such series or a nominee of such successor Depositary.
 

If at any time the Depositary for any Securities of a series represented by one or more Global Securities notifies the Issuer that it is unwilling or unable to
continue as Depositary for such Securities or if at any time the Depositary for such Securities shall no longer be eligible under Section 2.4, the Issuer shall appoint
a successor Depositary with respect to such Securities.  If a successor Depositary for such Securities is not appointed by the Issuer within 90 days after the Issuer
receives such notice or becomes aware of such ineligibility, the Issuer’s election pursuant to Section 2.3 that such Securities be represented by one or more Global
Securities shall no longer be effective and the Issuer shall execute, and the Trustee, upon receipt of an Issuer Order for the authentication and delivery of
definitive Securities of such series, will authenticate and deliver Securities of such series in definitive registered form, in any authorized denominations, in an
aggregate principal amount equal to the principal amount of the Global Security or Securities representing such Securities in exchange for such Global Security or
Securities.
 

The Issuer may at any time and in its sole discretion determine that the Securities of any series issued in the form of one or more Global Securities shall
no longer be represented by a Global Security or Securities.  In such event, the Issuer shall execute, and the Trustee, upon receipt of an Issuer Order for the
authentication and delivery of definitive Securities of such series, shall authenticate and deliver, Securities of such series in definitive registered form, in any
authorized denominations, in an aggregate principal amount equal to the principal amount of the Global Security or Securities representing such Securities, in
exchange for such Global Security or Securities.
 

If specified by the Issuer pursuant to Section 2.3 with respect to Securities represented by a Global Security, the Depositary for such Global Security may
surrender such Global Security in exchange in whole or in part for Securities of the same series in definitive registered form on such terms as are acceptable to the
Issuer and such Depositary.  Thereupon, the Issuer shall execute, and the Trustee shall authenticate and deliver, without service charge,
 

(i) to the Person specified by such Depositary, a new Security or Securities of the same series, of any authorized denominations as
requested by such Person, in an aggregate principal amount equal to and in exchange for such Person’s beneficial interest in the Global Security; and

 
(ii) to such Depositary a new Global Security in a denomination equal to the difference, if any, between the principal amount of the

surrendered Global Security and the aggregate principal amount of Securities authenticated and delivered pursuant to clause (i) above.
 

Upon the exchange of a Global Security for Securities in definitive registered form in authorized denominations, such Global Security shall be cancelled
by the Trustee or an agent of the Trustee.  Securities in definitive registered form issued in exchange for a Global Security pursuant to this Section 2.8 shall be
registered in such names and in such authorized denominations as the Depositary for such Global Security, pursuant to instructions from its direct or indirect
participants or otherwise, shall instruct the Trustee or an agent of the Trustee or the Issuer or an agent of the Issuer.  The Trustee or such agent shall deliver at its
office such Securities to or as directed by the Persons in whose names such Securities are so registered.
 

All Securities issued upon any registration of transfer or exchange of Securities shall be valid and legally binding obligations of the Issuer, evidencing
the same debt, and entitled to the same benefits under this Indenture, as the Securities surrendered upon such registration of transfer or exchange.
 

SECTION 2.9.   Mutilated, Defaced, Destroyed, Lost and Stolen Securities.
 

  In case any temporary or definitive Security shall become mutilated or defaced or be destroyed, lost or stolen, the Issuer in its discretion may
execute, and upon the written request of the Issuer, the Trustee shall authenticate and deliver a new Security of the same series, maturity date, interest rate, if any,
and original issue date, bearing a number or other distinguishing symbol not contemporaneously outstanding, in exchange and substitution for the mutilated or
defaced Security, or in lieu of and in substitution for the Security so destroyed, lost or stolen.  In every case the applicant for a substitute Security shall furnish to
the Issuer and to the Trustee and any agent of the Issuer or the Trustee such security or indemnity as may be required by the Trustee or the Issuer or any such



agent to indemnify and defend and to save each of the Trustee and the Issuer and any such agent harmless and, in every case of destruction, loss or theft, evidence
to their satisfaction of the destruction, loss or theft of such Security and of the ownership thereof and in the case of mutilation or defacement, shall surrender the
Security to the Trustee or such agent.
 

Upon the issuance of any substitute Security, the Issuer may require the payment of a sum sufficient to cover any tax or other governmental charge that
may be imposed in relation thereto and any other expenses (including the fees and expenses of the Trustee or its agent) connected therewith.  In case any Security
which has matured or is about to mature or has been called for redemption in full shall become mutilated or defaced or be destroyed, lost or stolen, the Issuer may
instead of issuing a substitute Security, pay or authorize the payment of the same (without surrender thereof except in the case of a mutilated or defaced Security),
if the applicant for such payment shall furnish to the Issuer and to the Trustee and any agent of the Issuer or the Trustee such security or indemnity as any of them
may require to hold each of them harmless, and, in every case of destruction, loss or theft, the applicant shall also furnish to the Issuer and the Trustee and any
agent of the Issuer or the Trustee evidence to the Trustee’s satisfaction of the destruction, loss or theft of such Security and of the ownership thereof.
 

Every substitute Security of any series issued pursuant to the provisions of this Section by virtue of the fact that any such Security is destroyed, lost or
stolen shall constitute an additional contractual obligation of the Issuer, whether or not the destroyed, lost or stolen Security shall be at any time enforceable by
anyone and shall be entitled to all the benefits of (but shall be subject to all the limitations of rights set forth in) this Indenture equally and proportionately with
any and all other Securities of such series duly authenticated and delivered hereunder.  All Securities shall be held and owned upon the express condition that, to
the extent permitted by law, the foregoing provisions are exclusive with respect to the replacement or payment of mutilated, defaced, destroyed, lost or stolen
Securities and shall preclude any and all other rights or remedies notwithstanding any law or statute existing or hereafter enacted to the contrary with respect to
the replacement or payment of negotiable instruments or other securities without their surrender.
 

SECTION 2.10.   Cancellation of Securities; Disposition Thereof.
 

  All Securities surrendered for payment, redemption, registration of transfer or exchange, or for credit against any payment in respect of a
sinking or analogous fund, if surrendered to the Issuer or any agent of the Issuer or the Trustee or any agent of the Trustee, shall be delivered to the Trustee or its
agent for cancellation or, if surrendered to the Trustee, shall be cancelled by it; and no Securities shall be issued in lieu thereof except as expressly permitted by
any of the provisions of this Indenture.  The Trustee shall dispose of all cancelled Securities in accordance with its standard procedures and shall deliver a
certificate of such disposition to the Issuer.  If the Issuer or its agent shall acquire any of the Securities, such acquisition shall not operate as a redemption or
satisfaction of the indebtedness represented by such Securities unless and until the same are delivered to the Trustee or its agent for cancellation.
 

SECTION 2.11.   Temporary Securities.
 

  Pending the preparation of definitive Securities for any series, the Issuer may execute and the Trustee, upon receipt of an Issuer Order, shall
authenticate and deliver temporary Securities for such series (printed, lithographed, typewritten or otherwise reproduced, in each case in form satisfactory to the
Trustee).  Temporary Securities of any series shall be issuable in any authorized denomination, and substantially in the form of the definitive Securities of such
series but with such omissions, insertions and variations as may be appropriate for temporary Securities, all as may be determined by the Issuer.  Temporary
Securities may contain such references to any provisions of this Indenture as may be appropriate.  Every temporary Security shall be executed by the Issuer and
be authenticated by the Trustee upon the same conditions and in substantially the same manner, and with like effect, as the definitive Securities.  Without
unreasonable delay the Issuer shall execute and shall furnish definitive Securities of such series and thereupon temporary Securities of such series may be
surrendered in exchange therefor without charge at each office or agency to be maintained by the Issuer for that purpose pursuant to Section 3.2 and the Trustee
shall authenticate and deliver in exchange for such temporary Securities of such series an equal aggregate principal amount of definitive Securities of the same
series having authorized denominations.  Until so exchanged, the temporary Securities of any series shall be entitled to the same benefits under this Indenture as
definitive Securities of such series, unless otherwise established pursuant to Section 2.3.
 

SECTION 2.12.   CUSIP Numbers.
 

  The Issuer in issuing the Securities may use “CUSIP” numbers (if then generally in use), and, if so, the Trustee shall use “CUSIP” numbers in
notices of redemption as a convenience to Holders; provided that any such notice may state that no representation is made as to the correctness of such numbers
either as printed on the Securities or as contained in any notice of a redemption and that reliance may be placed only on the other identification numbers printed
on the Securities, and any such redemption shall not be affected by any defect in or omission of such numbers.  The Issuer will promptly notify the Trustee of any
change to such “CUSIP” numbers.
 

ARTICLE THREE
 

COVENANTS
 

SECTION 3.1.   Payment of Principal and Interest.
 

  The Issuer covenants and agrees that it will duly and punctually pay or cause to be paid the principal of, premium, if any, and interest, if any,
on each of the Securities at the place, at the respective times and in the manner provided in the Securities.
 

SECTION 3.2.   Offices for Notices and Payments, etc.
 

  So long as any of the Securities are Outstanding, the Issuer and Hovnanian will maintain in each Place of Payment, an office or agency where
the Securities may be presented for payment, an office or agency where the Securities may be presented for registration of transfer and for exchange as provided
in this Indenture, and an office or agency where notices and demands to or upon the Issuer and Hovnanian in respect of the Securities or of this Indenture may be
served.  In case the Issuer shall at any time fail to maintain any such office or agency, or shall fail to give notice to the Trustee of any change in the location
thereof, presentation may be made and notice and demand may be served in respect of the Securities or of this Indenture to the Trustee.  The Issuer hereby
initially designates the Corporate Trust Office of the Trustee for each such purpose and appoints the Trustee as registrar and paying agent and as the agent upon
whom notices and demands may be served with respect to the Securities.
 

SECTION 3.3.   No Interest Extension.
 



  In order to prevent any accumulation of claims for interest after maturity thereof, the Issuer will not directly or indirectly extend or consent to
the extension of the time for the payment of any claim for interest on any of the Securities and will not directly or indirectly be a party to or approve any such
arrangement by the purchase or funding of said claims or in any other manner; provided, however, that this Section 3.3 shall not apply in any case where an
extension shall be made pursuant to a plan proposed by the Issuer to the Holders of all Securities of any series then Outstanding.
 

SECTION 3.4.   Appointments to Fill Vacancies in Trustee’s Office.
 

  The Issuer, whenever necessary to avoid or fill a vacancy in the office of the Trustee, will appoint, in the manner provided in Section 6.10, a
Trustee, so that there shall at all times be a Trustee hereunder.
 

SECTION 3.5.   Provision as to Paying Agent.
 

  (a)  If the Issuer shall appoint a paying agent other than the Trustee, it will cause such paying agent to execute and deliver to the Trustee an
instrument in which such paying agent shall agree with the Trustee, subject to the provisions of this Section 3.5,
 

(1) that it will hold all sums held by it as such paying agent for the payment of the principal of or interest, if any, on the Securities
(whether such sums have been paid to it by the Issuer or by any other obligor on the Securities) in trust for the benefit of the Holders of the Securities
and the Trustee; and

 
(2) that it will give the Trustee notice of any failure by the Issuer (or by any other obligor on the Securities) to make any payment of

the principal of, premium, if any, or interest, if any, on the Securities when the same shall be due and payable; and
 

(3) that it will, at any time during the continuance of any such failure, upon the written request of the Trustee, forthwith pay to the
Trustee all sums so held in trust by such paying agent.

 
(b) If the Issuer shall act as its own paying agent, it will, on or before each due date of the principal of, premium, if any, or interest, if any, on the

Securities, set aside, segregate and hold in trust for the benefit of the Holders of the Securities a sum sufficient to pay such principal, premium, if any, or interest,
if any, so becoming due and will notify the Trustee of any failure to take such action and of any failure by the Issuer (or by any other obligor under the Securities)
to make any payment of the principal of, premium, if any, or interest, if any, on the Securities when the same shall become due and payable.
 

(c) Anything in this Section 3.5 to the contrary notwithstanding, the Issuer may, at any time, for the purpose of obtaining a satisfaction and discharge
of this Indenture, or for any other reason, pay or cause to be paid to the Trustee all sums held in trust by it, or any paying agent hereunder, as required by this
Section 3.5, such sums to be held by the Trustee upon the trusts herein contained.
 

(d) Anything in this Section 3.5 to the contrary notwithstanding, any agreement of the Trustee or any paying agent to hold sums in trust as provided in
this Section 3.5 is subject to Sections 10.3 and 10.4.
 

(e) Whenever the Issuer shall have one or more paying agents, it will, on or before 9:00 A.M. on each due date of the principal of or interest, if any, on
any Securities, deposit with a paying agent a sum sufficient to pay the principal, premium, if any, or interest, if any, so becoming due, such sum to be held in trust
for the benefit of the Persons entitled to such principal, premium, if any, or interest, if any, and (unless such paying agent is the Trustee) the Issuer will promptly
notify the Trustee of its action or failure so to act.
 

ARTICLE FOUR
 

SECURITYHOLDERS LISTS AND REPORTS BY THE
 

ISSUER, HOVNANIAN AND THE TRUSTEE
 

SECTION 4.1.   Issuer and Hovnanian to Furnish Trustee Information as to Names and Addresses of Securityholders.
 

  The Issuer and Hovnanian and any other obligor on the Securities covenant and agree that they will furnish or cause to be furnished to the
Trustee a list in such form as the Trustee may reasonably require of the names and addresses of the Holders of the Securities of each series:
 

(a) semiannually and not more than 15 days after each January 1 and July 1, and
 

(b) at such other times as the Trustee may request in writing, within 15 days after receipt by the Issuer of any such request,
 
provided that if and so long as the Trustee shall be the registrar for such series, such list shall not be required to be furnished.
 

SECTION 4.2.   Preservation and Disclosure of Securityholders Lists.
 

  (a)  The Trustee shall preserve, in as current a form as is reasonably practicable, all information as to the names and addresses of the Holders
of each series of Securities (i) contained in the most recent list furnished to it as provided in Section 4.1, and (ii) received by it in the capacity of registrar or
paying agent for such series, if so acting.  The Trustee may destroy any list furnished to it as provided in Section 4.1 upon receipt of a new list so furnished.
 

(b) The rights of Holders of each series of Securities to communicate with other Holders of such series of Securities with respect to their rights under
this Indenture or under the Securities of such series, and the corresponding rights and privileges of the Trustee, shall be as provided by the Trust Indenture Act.
 

(c) Every Holder of Securities of any series, by receiving and holding the same, agrees with the Issuer, Hovnanian and the Trustee that neither the
Issuer nor Hovnanian nor the Trustee nor any agent of any of them shall be held accountable by reason of any disclosure of information as to names and addresses
of Holders of Securities of such series made pursuant to the Trust Indenture Act.
 

SECTION 4.3.   Reports by the Issuer and Hovnanian.



 
  The Issuer and Hovnanian covenant:

 
(a) to file with the Trustee, within 15 days after the Issuer or Hovnanian is required, as the case may be, to file the same with the Commission, copies

of the annual reports and of the information, documents and other reports (or copies of such portions of any of the foregoing as the Commission may from time to
time by rules and regulations prescribe) which the Issuer or Hovnanian, as the case may be, may be required to file with the Commission pursuant to Section 13 or
Section 15(d) of the Exchange Act; or, if the Issuer or Hovnanian, as the case may be, is not required to file information, documents or reports pursuant to either
of such Exchange Act Sections, then to file with the Trustee and the Commission, in accordance with rules and regulations prescribed from time to time by the
Commission, such of the supplementary and periodic information, documents and reports which may be required pursuant to Section 13 of the Exchange Act, in
respect of a debt security listed and registered on a national securities exchange as may be prescribed from time to time in such rules and regulations;
 

(b) to file with the Trustee and the Commission, in accordance with rules and regulations prescribed from time to time by the Commission, such
additional information, documents and reports with respect to compliance by the Issuer or Hovnanian, as the case may be, with the conditions and covenants
provided for in this Indenture as may be required from time to time by such rules and regulations;
 

(c) to transmit by mail to the Holders of Securities within 30 days after the filing thereof with the Trustee, in the manner and to the extent provided in
Section 4.4(a), such summaries of any information, documents and reports required to be filed by the Issuer or Hovnanian, as the case may be, pursuant to
subsections (a) and (b) of this Section 4.3 as may be required to be transmitted to such Holders by rules and regulations prescribed from time to time by the
Commission; and
 

(d) to furnish to the Trustee, not less than annually, an Officers’ Certificate from the principal executive officer, principal financial officer or principal
accounting officer as to his knowledge of the Issuer’s or Hovnanian’s, as the case may be, compliance with all conditions and covenants under this Indenture.  For
purposes of this subsection (d), such compliance shall be determined without regard to any period of grace or requirement of notice provided under this Indenture.
 

Delivery of the reports, information and documents referenced in Sections 4.3(a), (b) and (c) to the Trustee is for informational purposes only and the
Trustee’s receipt of them will not constitute constructive notice of any information contained therein or determinable from information contained therein,
including the Issuer’s and/or Hovnanian’s compliance with any of its covenants in this Indenture (as to which the Trustee is entitled to rely exclusively on an
Officers’ Certificate).
 

SECTION 4.4.   Reports by the Trustee.
 

  (a)  The Trustee shall transmit to Holders such reports concerning the Trustee and its actions under this Indenture as may be required pursuant
to the Trust Indenture Act of 1939 at the times and in the manner provided pursuant thereto.  To the extent that any such report is required by the Trust Indenture
Act of 1939 with respect to any 12 month period, such report shall cover the 12 month period ending May 15 and shall be transmitted by the next succeeding July
15.
 

(b) A copy of each such report shall, at the time of such transmission to Securityholders, be furnished to the Issuer and Hovnanian and be filed by the
Trustee with each stock exchange upon which the Securities of any applicable series are listed and also with the Commission.  The Issuer and Hovnanian agree to
promptly notify the Trustee with respect to any series when and as the Securities of such series become admitted to trading on any national securities exchange.
 

ARTICLE FIVE
 

REMEDIES OF THE TRUSTEE AND SECURITYHOLDERS
 

ON EVENT OF DEFAULT
 

SECTION 5.1.   Events of Default.
 

  “Event of Default”, wherever used herein with respect to Securities of any series, means any one or more of the following events (whatever the
reason for such Event of Default), unless it is either inapplicable to a particular series or it is specifically deleted or modified in or pursuant to the Board
Resolution or supplemental indenture establishing such series of Securities or in the form of Security, for such series:
 

(a) default in the payment of the principal of or premium, if any, of the Securities of such series as and when the same shall become
due and payable either at maturity, upon redemption, by declaration or otherwise; or

 
(b) default in the payment of any installment of interest on any of the Securities of such series as and when the same shall become

due and payable, and continuance of such default for a period of 30 days; or
 

(c) default in the payment or satisfaction of any sinking fund or other purchase obligation with respect to Securities of such series, as
and when such obligation shall become due and payable; or

 
(d) failure on the part of the Issuer or a Guarantor duly to observe or perform any other of the covenants or agreements on the part of

the Issuer in or a Guarantor of, the Securities of such series or in this Indenture continued for a period of 90 days after the date on which written notice of
such failure, requiring the Issuer or a Guarantor to remedy the same, shall have been given by certified or registered mail to the Issuer or a Guarantor by
the Trustee, or to the Issuer or a Guarantor and the Trustee by the Holders of at least 25% in aggregate principal amount of the Securities of such series
then Outstanding; or

 
(e) without the consent of the Issuer or Hovnanian, a court having jurisdiction shall enter an order for relief with respect to the Issuer

or Hovnanian or any of its Significant Subsidiaries under any applicable bankruptcy, insolvency or other similar law of the United States of America, any
state thereof or the District of Columbia, or without the consent of the Issuer or Hovnanian, a court having jurisdiction shall enter a judgment, order or
decree adjudging the Issuer or Hovnanian or any of its Significant Subsidiaries bankrupt or insolvent, or enter an order for relief for reorganization,
arrangement, adjustment or composition of or in respect of the Issuer or Hovnanian or any of its Significant Subsidiaries under any applicable
bankruptcy, insolvency or other similar law of the United States of America, any state thereof or the District of Columbia, and the continuance of any
such judgment, order or decree is unstayed and in effect for a period of 60 consecutive days; or



 
(f) the Issuer or Hovnanian or any of its Significant Subsidiaries shall institute proceedings for entry of an order for relief with

respect to the Issuer or Hovnanian or any of its Significant Subsidiaries under any applicable bankruptcy, insolvency or other similar law of the United
States of America, any state thereof or the District of Columbia, or for an adjudication of insolvency, or shall consent to the institution of bankruptcy or
insolvency proceedings against it, or shall file a petition seeking, or seek or consent to reorganization, arrangement, composition or relief under any
applicable bankruptcy, insolvency or other similar law of the United States of America, any state thereof or the District of Columbia, or shall consent to
the filing of such petition or to the appointment of a receiver, custodian, liquidator, assignee, trustee, sequestrator or similar official of the Issuer or
Hovnanian or of substantially all of its property, or the Issuer or Hovnanian or any of its Significant Subsidiaries shall make a general assignment for the
benefit of creditors as recognized under any applicable bankruptcy, insolvency or other similar law of the United States of America, any state thereof or
the District of Columbia; or

 
(g) a Guarantee ceases to be in full force and effect (other than in accordance with the terms of any Guarantee) or a Guarantor denies

or disaffirms its obligations under the Guarantee; or
 

(h) any other Event of Default provided with respect to the Securities of such series.
 

If an Event of Default with respect to Securities of any series then Outstanding occurs and is continuing, then and in each and every such case, unless the
principal of all of the Securities of such series shall have already become due and payable, either the Trustee or the Holders of not less than 25% in aggregate
principal amount of the Securities of such series then Outstanding, by notice in writing to the Issuer (and to the Trustee if given by Securityholders), may declare
the principal (or, if the Securities of such series are Original Issue Discount Securities, such portion of the principal amount as may be specified in the terms of
such series) of all the Securities of such series and the interest, if any, accrued thereon to be due and payable immediately, and upon any such declaration the same
shall become and shall be immediately due and payable, notwithstanding anything to the contrary contained in this Indenture or in the Securities of such
series.  This provision, however, is subject to the condition that, if at any time after the unpaid principal amount (or such specified amount) of the Securities of
such series shall have been so declared due and payable and before any judgment or decree for the payment of the moneys due shall have been obtained or entered
as hereinafter provided, the Issuer shall pay or shall deposit with the Trustee a sum sufficient to pay all matured installments of interest, if any, upon all of the
Securities of such series and the principal of any and all Securities of such series which shall have become due otherwise than by acceleration (with interest on
overdue installments of interest, if any, to the extent that payment of such interest is enforceable under applicable law and on such principal at the rate borne by
the Securities of such series to the date of such payment or deposit) and the reasonable compensation, disbursements, expenses and advances of the Trustee and
all other amounts due the Trustee under Section 6.6, and any and all defaults under this Indenture, other than the nonpayment of such portion of the principal
amount of and accrued interest, if any, on Securities of such series which shall have become due by acceleration, shall have been cured or shall have been waived
in accordance with Section 5.7 or provision deemed by the Trustee to be adequate shall have been made therefor, then and in every such case the Holders of a
majority in aggregate principal amount of the Securities of such series then Outstanding, by written notice to the Issuer and to the Trustee, may rescind and annul
such declaration and its consequences; but no such rescission and annulment shall extend to or shall affect any subsequent default, or shall impair any right
consequent thereon.  Notwithstanding the previous sentence, no waiver shall be effective against any Holder for any Event of Default or event which with notice
or lapse of time or both would be an Event of Default with respect to any covenant or provision which cannot be modified or amended without the consent of the
Holder of each outstanding Security affected thereby, unless all such affected Holders agree, in writing, to waive such Event of Default or other event.
 

If any Event of Default specified in Section 5.1(e) or 5.1(f) occurs with respect to the Issuer, all unpaid principal amount (or, if the Securities of any
series then Outstanding are Original Issue Discount Securities, such portion of the principal amount as may be specified in the terms of each such series) and
accrued interest on all Securities of each series then Outstanding shall ipso facto become and be immediately due and payable without any declaration or other act
by the Trustee or any Securityholder.
 

If the Trustee shall have proceeded to enforce any right under this Indenture and such proceedings shall have been discontinued or abandoned because of
such rescission or annulment or for any other reason or shall have been determined adversely to the Trustee, then and in every such case the Issuer, the Trustee
and the Securityholders shall be restored respectively to their several positions and rights hereunder, and all rights, remedies and powers of the Issuer, the Trustee
and the Securityholders shall continue as though no such proceeding had been taken.
 

Except with respect to an Event of Default pursuant to Section 5.1 (a), (b) or (c), the Trustee shall not be charged with knowledge of any Event of
Default unless written notice thereof shall have been given to a Responsible Officer by the Issuer, a paying agent or any Securityholder.
 

SECTION 5.2.   Payment of Securities on Default; Suit Therefor.
 

  The Issuer covenants that (a) if default shall be made in the payment of any installment of interest upon any of the Securities of any series then
Outstanding as and when the same shall become due and payable, and such default shall have continued for a period of 30 days, or (b) if default shall be made in
the payment of the principal of any of the Securities of such series as and when the same shall have become due and payable, whether at maturity of the Securities
of such series or upon redemption or by declaration or otherwise, then, upon demand of the Trustee, the Issuer will pay to the Trustee, for the benefit of the
Holders of the Securities, the whole amount that then shall have become due and payable on all such Securities of such series for principal or interest, if any, or
both, as the case may be, with interest upon the overdue principal and (to the extent that payment of such interest is enforceable under applicable law) upon the
overdue installments of interest, if any, at the rate borne by the Securities of such series; and, in addition thereto, such further amount as shall be sufficient to
cover the costs and expenses of collection, including a reasonable compensation to the Trustee, its agents, attorneys and counsel, and any expenses or liabilities
incurred by the Trustee hereunder other than through its negligence or bad faith.
 

If the Issuer shall fail forthwith to pay such amounts upon such demand, the Trustee, in its own name and as trustee of an express trust, shall be entitled
and empowered to institute any actions or proceedings at law or in equity for the collection of the sums so due and unpaid, and may prosecute any such action or
proceeding to judgment or final decree, and may enforce any such judgment or final decree against the Issuer or any other obligor on the Securities of such series
and collect in the manner provided by law out of the property of the Issuer or any other obligor on the Securities of such series, wherever situated, the moneys
adjudged or decreed to be payable.
 

If there shall be pending proceedings for the bankruptcy or for the reorganization of the Issuer or any other obligor on the Securities of any series then
Outstanding under any bankruptcy, insolvency or other similar law now or hereafter in effect, or if a receiver or trustee or similar official shall have been
appointed for the property of the Issuer or such other obligor, or in the case of any other similar judicial proceedings relative to the Issuer or other obligor upon
the Securities of such series, or to the creditors or property of the Issuer or such other obligor, the Trustee, irrespective of whether the principal of the Securities of
such series shall then be due and payable as therein expressed or by declaration or otherwise and irrespective of whether the Trustee shall have made any demand
pursuant to the provisions of this Section 5.2, shall be entitled and empowered by intervention in such proceedings or otherwise to file and prove a claim or claims
for the whole amount of principal and interest, if any, owing and unpaid in respect of the Securities of such series, and, in case of any judicial proceedings, to file
such proofs of claim and other papers or documents as may be necessary or advisable in order to have the claims of the Trustee and of the Securityholders



allowed in such judicial proceedings relative to the Issuer or any other obligor on the Securities of such series, its or their creditors, or its or their property, and to
collect and receive any moneys or other property payable or deliverable on any such claims, and to distribute the same after the deduction of its charges and
expenses, and any receiver, assignee or trustee or similar official in bankruptcy or reorganization is hereby authorized by each of the Securityholders to make such
payments to the Trustee, and, if the Trustee shall consent to the making of such payments directly to the Securityholders, to pay to the Trustee any amount due it
for compensation and expenses or otherwise pursuant to Section 6.6, including counsel fees and expenses incurred by it up to the date of such distribution.  To the
extent that such payment of reasonable compensation, expenses and counsel fees and expenses out of the estate in any such proceedings shall be denied for any
reason, payment of the same shall be secured by a lien on, and shall be paid out of, any and all distributions, dividends, moneys, securities and other property
which the Holders of the Securities of such series may be entitled to receive in such proceedings, whether in liquidation or under any plan of reorganization or
arrangement or otherwise.
 

All rights of action and of asserting claims under this Indenture, or under any of the Securities, may be enforced by the Trustee without the possession of
any of the Securities, or the production thereof at any trial or other proceeding relative thereto, and any such suit or proceeding instituted by the Trustee shall be
brought in its own name as trustee of an express trust, and any recovery of judgment shall be for the ratable benefit of the Holders of the Securities of the series in
respect of which such judgment has been recovered.
 

SECTION 5.3.   Application of Moneys Collected by Trustee.
 

  Any moneys collected by the Trustee pursuant to Section 5.2 with respect to Securities of any series then Outstanding shall be applied in the
order following, at the date or dates fixed by the Trustee for the distribution of such moneys, upon presentation of the several Securities of such series, and
stamping thereon the payment, if only partially paid, and upon surrender thereof, if fully paid:
 

FIRST:  To the payment of costs and expenses of collection and reasonable compensation to the Trustee, its agents, attorneys and counsel, and
of all other expenses and liabilities incurred, and all advances made, by the Trustee pursuant to Section 6.6 except as a result of its negligence or bad
faith;

 
SECOND:  If the principal of the Outstanding Securities of such series shall not have become due and be unpaid, to the payment of interest, if

any, on the Securities of such series, in the order of the maturity of the installments of such interest, if any, with interest (to the extent that such interest
has been collected by the Trustee) upon the overdue installments of interest, if any, at the rate borne by the Securities of such series, such payment to be
made ratably to the Persons entitled thereto;

 
THIRD:  If the principal of the Outstanding Securities of such series shall have become due, by declaration or otherwise, to the payment of the

whole amount then owing and unpaid upon the Securities of such series for principal and interest, if any, with interest on the overdue principal and (to
the extent that such interest has been collected by the Trustee) upon overdue installments of interest, if any, at the rate borne by the Securities of such
series; and in case such moneys shall be insufficient to pay in full the whole amounts so due and unpaid upon the Securities of such series, then to the
payment of such principal and interest, if any, without preference or priority of principal over interest or of interest over principal, or of any installment
of interest over any other installment of interest, or of any Security over any other Security, ratably to the aggregate of such principal and accrued and
unpaid interest; and

 
FOURTH:  To the payment of any surplus then remaining to the Issuer, its successors or assigns, or to whomsoever may be lawfully entitled to

receive the same.
 

No claim for interest which in any manner at or after maturity shall have been transferred or pledged separate or apart from the Securities to which it
relates, or which in any manner shall have been kept alive after maturity by an extension (otherwise than pursuant to an extension made pursuant to a plan
proposed by the Issuer to the Holders of all Securities of any series then Outstanding), purchase, funding or otherwise by or on behalf or with the consent or
approval of the Issuer shall be entitled, in case of a default hereunder, to any benefit of this Indenture, except after prior payment in full of the principal of all
Securities of any series then Outstanding and of all claims for interest not so transferred, pledged, kept alive, extended, purchased or funded.
 

SECTION 5.4.   Proceedings by Securityholders.
 

  No Holder of any Securities of any series then Outstanding shall have any right by virtue of or by availing of any provision of this Indenture to
institute any suit, action or proceeding in equity or at law upon or under or with respect to this Indenture or for the appointment of a receiver or trustee or similar
official, or for any other remedy hereunder, unless such Holder previously shall have given to the Trustee written notice of default and of the continuance thereof,
as hereinbefore provided, and unless the Holders of not less than 25% in aggregate principal amount of the Securities of such series then Outstanding shall have
made written request to the Trustee to institute such action, suit or proceeding in its own name as Trustee hereunder and shall have offered to the Trustee such
reasonable indemnity as it may require against the costs, expenses and liabilities to be incurred therein or thereby, and the Trustee for 60 days after its receipt of
such notice, request and offer of indemnity, shall have neglected or refused to institute any such action, suit or proceeding, it being understood and intended, and
being expressly covenanted by the Holder of every Security of such series with every other Holder and the Trustee, that no one or more Holders of Securities of
such series shall have any right in any manner whatever by virtue of or by availing of any provision of this Indenture or of the Securities to affect, disturb or
prejudice the rights of any other Holder of such Securities of such series, or to obtain or seek to obtain priority over or preference as to any other such Holder, or
to enforce any right under this Indenture or the Securities, except in the manner herein provided and for the equal, ratable and common benefit of all Holders of
Securities of such series.
 

Notwithstanding any other provisions in this Indenture, however, the right of any Holder of any Security to receive payment of the principal of,
premium, if any, and interest, if any, on such Security, on or after the respective due dates expressed in such Security, or to institute suit for the enforcement of any
such payment on or after such respective dates shall not be impaired or affected without the consent of such Holder.
 

SECTION 5.5.   Proceedings by Trustee.
 

  In case of an Event of Default hereunder, the Trustee may in its discretion proceed to protect and enforce the rights vested in it by this
Indenture by such appropriate judicial proceedings as the Trustee shall deem most effectual to protect and enforce any of such rights, either by suit in equity or by
action at law or by proceedings in bankruptcy or otherwise, whether for the specific enforcement of any covenant or agreement contained in this Indenture or in
aid of the exercise of any power granted in this Indenture, or to enforce any other legal or equitable right vested in the Trustee by this Indenture or by law.
 

SECTION 5.6.   Remedies Cumulative and Continuing.
 



  All powers and remedies given by this Article Five to the Trustee or to the Securityholders shall, to the extent permitted by law, be deemed
cumulative and not exclusive of any thereof or of any other powers and remedies available to the Trustee or the Securityholders, by judicial proceedings or
otherwise, to enforce the performance or observance of the covenants and agreements contained in this Indenture, and no delay or omission of the Trustee or of
any Securityholder to exercise any right or power accruing upon any default occurring and continuing as aforesaid shall impair any such right or power, or shall
be construed to be a waiver of any such default or an acquiescence therein; and, subject to the provisions of Section 5.4, every power and remedy given by this
Article Five or by law to the Trustee or to the Securityholders may be exercised from time to time, and as often as shall be deemed expedient, by the Trustee or by
the Securityholders.
 

SECTION 5.7.   Direction of Proceedings; Waiver of Defaults by Majority of Securityholders.
 

  The Holders of a majority in aggregate principal amount of the Securities of any series then Outstanding shall have the right to 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
Securities of such series; provided, however, that (subject to the provisions of Section 6.1) the Trustee shall have the right to decline to follow any such direction
if the Trustee shall determine upon advice of counsel that the action or proceeding so directed may not lawfully be taken or if the Trustee in good faith by its
board of directors, its executive committee, or a trust committee of directors or Responsible Officers or both shall determine that the action or proceeding so
directed would involve the Trustee in personal liability.  The Holders of a majority in aggregate principal amount of the Securities of any series then Outstanding
may on behalf of the Holders of all of the Securities of such series waive any past default or Event of Default hereunder and its consequences except a default in
the payment of interest, if any, on, or the principal of, the Securities of such series.  Upon any such waiver the Issuer, the Trustee and the Holders of the Securities
of such series shall be restored to their former positions and rights hereunder, respectively; but no such waiver shall extend to any subsequent or other default or
Event of Default or impair any right consequent thereon.  Whenever any default or Event of Default hereunder shall have been waived as permitted by this
Section 5.7, said default or Event of Default shall for all purposes of the Securities and this Indenture be deemed to have been cured and to be not continuing.
 

SECTION 5.8.   Notice of Defaults.
 

  The Trustee shall, within 90 days after the occurrence of a default, with respect to Securities of any series then Outstanding, mail to all Holders
of Securities of such series, as the names and the addresses of such Holders appear upon the Securities register, notice of all defaults known to the Trustee with
respect to such series, unless such defaults shall have been cured before the giving of such notice (the term “defaults” for the purpose of this Section 5.8 being
hereby defined to be the events specified in clauses (a), (b), (c), (d), (e), (f), (g) and (h) of Section 5.1, not including periods of grace, if any, provided for therein
and irrespective of the giving of the written notice specified in said clause (d) but in the case of any default of the character specified in said clause (d) no such
notice to Securityholders shall be given until at least 60 days after the giving of written notice thereof to the Issuer pursuant to said clause (d)); provided, however,
that, except in the case of default in the payment of the principal of or interest, if any, on any of the Securities, or in the payment or satisfaction of any sinking
fund or other purchase obligation, the Trustee shall be protected in withholding such notice if and so long as the board of directors, the executive committee, or a
trust committee of directors or Responsible Officers or both of the Trustee in good faith determines that the withholding of such notice is in the best interests of
the Securityholders.
 

SECTION 5.9.   Undertaking to Pay Costs.
 

  All parties to this Indenture agree, and each Holder of any Security by his acceptance thereof shall be deemed to have agreed, that any court
may in its discretion require, in any suit for the enforcement of any right or remedy under this Indenture, or in any suit against the Trustee for any action taken or
omitted by it as Trustee, the filing by any party litigant in such suit of an undertaking to pay the cost of such suit, and that such court may in its discretion assess
reasonable costs, including reasonable attorneys’ fees and expenses, against any party litigant in such suit, having due regard to the merits and good faith of the
claims or defenses made by such party litigant; but the provisions of this Section 5.9 shall not apply to any suit instituted by the Trustee, to any suit instituted by
any Securityholder, or group of Securityholders, holding in the aggregate more than 10% in principal amount of the Securities of any series then Outstanding, or
to any suit instituted by any Securityholders for the enforcement of the payment of the principal of or interest, if any, on any Security against the Issuer on or after
the due date expressed in such Security.
 

ARTICLE SIX
 

CONCERNING THE TRUSTEE
 

SECTION 6.1.   Duties and Responsibilities of the Trustee; During Default; Prior to Default.
 

  In case an Event of Default with respect to the Securities of a series has occurred (which has not been cured or waived) the Trustee shall
exercise with respect to such series of Securities such of the rights and powers vested in it by this Indenture, and use the same degree of care and skill in their
exercise as a prudent man would exercise or use under the circumstances in the conduct of his own affairs.
 

No provision of this Indenture shall be construed to relieve the Trustee from liability for its own negligent action, its own negligent failure to act or its
own willful misconduct, except that:
 

(a) prior to the occurrence of an Event of Default with respect to the Securities of any series and after the curing or waiving of all
such Events of Default with respect to such series which may have occurred:

 
(i) the duties and obligations of the Trustee with respect to the Securities of any series shall be determined solely

by the express provisions of this Indenture, and the Trustee shall not be liable except for the performance of such duties and obligations as are
specifically set forth in this Indenture, and no implied covenants or obligations shall be read into this Indenture against the Trustee; and

 
(ii) in the absence of bad faith on the part of the Trustee, the Trustee may conclusively rely, as to the truth of the

statements and the correctness of the opinions expressed therein, upon any statements, certificates or opinions furnished to the Trustee and
conforming to the requirements of this Indenture; but in the case of any such statements, certificates or opinions which by any provision hereof
are specifically required to be furnished to the Trustee, the Trustee shall be under a duty to examine the same to determine whether or not they
conform to the requirements of this Indenture;

 
(b) the Trustee shall not be liable for any error of judgment made in good faith by a Responsible Officer or Responsible Officers of

the Trustee, unless it shall be proved that the Trustee was negligent in ascertaining the pertinent facts; and
 



(c) the Trustee shall not be liable with respect to any action taken or omitted to be taken by it in good faith in accordance with the
direction of the Holders pursuant to Section 5.7 relating to the time, method and place of conducting any proceeding for any remedy available to the
Trustee, or exercising any trust or power conferred upon the Trustee, under this Indenture.

 
None of the provisions contained in this Indenture shall require the Trustee to expend or risk its own funds or otherwise incur personal financial liability

in the performance of any of its duties or in the exercise of any of its rights or powers, if there shall be reasonable ground for believing that the repayment of such
funds or adequate indemnity against such liability is not reasonably assured to it.
 

SECTION 6.2.   Certain Rights of the Trustee.
 

Subject to Section 6.1:
(a) the Trustee may rely and shall be protected in acting or refraining from acting upon any resolution, Officers’ Certificate or any other certificate,

statement, instrument, opinion, report, notice, request, consent, order, bond, debenture, note, coupon, security or other paper or document believed by it to be
genuine and to have been signed or presented by the proper party or parties;
 

(b) any request, direction, order or demand of the Issuer mentioned herein shall be sufficiently evidenced by an Officers’ Certificate or Issuer Order
(unless other evidence in respect thereof be herein specifically prescribed); and any resolution of the Board of Directors may be evidenced to the Trustee by a
Board Resolution;
 

(c) the Trustee may consult with counsel of its selection and any advice of such counsel promptly confirmed in writing shall be full and complete
authorization and protection in respect of any action taken, suffered or omitted to be taken by it hereunder in good faith and in reliance thereon in accordance with
such advice or Opinion of Counsel;
 

(d) the Trustee shall be under no obligation to exercise any of the trusts or powers vested in it by this Indenture at the request, order or direction of any
of the Securityholders pursuant to the provisions of this Indenture (including, without limitation, pursuant to Section 5.7), unless such Securityholders shall have
offered to the Trustee reasonable security or indemnity against the costs, expenses and liabilities which might be incurred therein or thereby;
 

(e) the Trustee shall not be liable for any action taken or omitted by it in good faith and believed by it to be authorized or within the discretion, rights
or powers conferred upon it by this Indenture;
 

(f) prior to the occurrence of an Event of Default hereunder and after the curing or waiving of all Events of Default, the Trustee shall not be bound to
make any investigation into the facts or matters stated in any resolution, certificate, statement, instrument, opinion, report, notice, request, consent, order,
approval, appraisal, bond, debenture, note, coupon, security, or other paper or document unless requested in writing so to do by the Holders of not less than a
majority in aggregate principal amount of the Securities of all series affected then Outstanding; provided that, if the payment within a reasonable time to the
Trustee of the costs, expenses or liabilities likely to be incurred by it in the making of such investigation is, in the opinion of the Trustee, not reasonably assured to
the Trustee by the security afforded to it by the terms of this Indenture, the Trustee may require reasonable indemnity against such expenses or liabilities as a
condition to proceeding; the reasonable expenses of every such investigation shall be paid by the Issuer or, if paid by the Trustee or any predecessor Trustee, shall
be repaid by the Issuer upon demand;
 

(g) the Trustee may execute any of the trusts or powers hereunder or perform any duties hereunder either directly or by or through agents or attorneys
not regularly in its employ and the Trustee shall not be responsible for any misconduct or negligence on the part of any such agent or attorney appointed with due
care by it hereunder;
 

(h) the Trustee shall not be charged with knowledge of any default or Event of Default with respect to a series of Securities unless either (i) a
Responsible Officer of the Trustee assigned to the Corporate Trust Office of the Trustee (or any successor division or department of the Trustee) shall have actual
knowledge of such default or Event of Default or (ii) written notice of such default or Event of Default shall have been given to the Trustee by the Issuer or any
other obligor on such series of Securities or by any Holder of Securities of such series;
 

(i) the Trustee shall not be liable for any action taken, suffered or omitted by it in good faith and believed by it to be authorized or within the discretion
or rights or powers conferred upon it by this Indenture;
 

(j) the permissive rights of the Trustee hereunder shall not be construed as duties;
 

(k) in no event shall the Trustee be liable for any consequential, special, punitive or indirect loss or damages, even if advised of the likelihood thereof
in advance and regardless of the form of action;
 

(l) the rights, privileges, protections, immunities and benefits given to the Trustee, including, without limitation, its right to be indemnified, are
extended to, and shall be enforceable by, the Trustee in each of its capacities hereunder, and to each agent, custodian and other Person employed to act hereunder;
 

(m) the Trustee may request that Hovnanian (on behalf of itself and the Issuer) deliver an Officers’ Certificate setting forth the name of the individuals
and/or titles of Officers authorized at such time to take specific actions pursuant to this Indenture, which Officers’ Certificate may be signed by any person
authorized to sign an Officers’ Certificate, including any person specified as so authorized in any such Officers’ Certificate previously delivered and not
superseded; and
 

(n) the Trustee shall not be responsible for delays or failures in performance of its obligations hereunder resulting from acts beyond its reasonable
control.  Such acts shall include but not be limited to acts of God, strikes, lockouts, riots, acts of war, epidemics, governmental regulations superimposed after the
fact, fire, communication line failures, computer viruses, power failures, earthquakes, terrorist attacks or other disasters, it being understood that the Trustee shall
use reasonable best efforts which are consistent with accepted practices in the banking industry to resume performance as soon as practicable under the
circumstances.
 

SECTION 6.3.   Trustee Not Responsible for Recitals, Disposition of Securities or Application of Proceeds Thereof.
 

  The recitals contained herein and in the Securities, except the Trustee’s certificates of authentication, shall be taken as the statements of the
Issuer, and the Trustee assumes no responsibility for the correctness of the same.  The Trustee makes no representation as to the validity or sufficiency of this



Indenture, of the Securities or of any prospectus used to sell the Securities.  The Trustee shall not be accountable for the use or application by the Issuer of any of
the Securities or of the proceeds thereof.
 

SECTION 6.4.   Trustee and Agents May Hold Securities; Collections, etc.
 

  The Trustee or any agent of the Issuer or the Trustee, in its individual or any other capacity, may become the owner or pledgee of Securities
with the same rights it would have if it were not the Trustee or such agent and, subject to Sections 6.8 and 6.13, may otherwise deal with the Issuer and receive,
collect, hold and retain collections from the Issuer with the same rights it would have if it were not the Trustee or such agent.
 

SECTION 6.5.   Moneys Held by Trustee.
 

  Subject to the provisions of Section 10.4 hereof, all moneys received by the Trustee shall, until used or applied as herein provided, be held in
trust for the purposes for which they were received, but need not be segregated from other funds except to the extent required by mandatory provisions of
law.  Neither the Trustee nor any agent of the Issuer or the Trustee shall be under any liability for interest on any moneys received by it hereunder.
 

SECTION 6.6.   Compensation and Indemnification of Trustee and Its Prior Claim.
 

  The Issuer covenants and agrees to pay to the Trustee from time to time, and the Trustee shall be entitled to, such compensation as shall be
agreed to in writing between the Issuer and the Trustee (which shall not be limited by any provision of law in regard to the compensation of a trustee of an express
trust) and the Issuer covenants and agrees to pay or reimburse the Trustee and each predecessor Trustee upon its request for all reasonable expenses,
disbursements and advances incurred or made by or on behalf of it in accordance with any of the provisions of this Indenture (including the reasonable
compensation and the expenses and disbursements of its counsel and of all agents and other persons not regularly in its employ) except any such expense,
disbursement or advance as may arise from its negligence or bad faith.  The Issuer also covenants to indemnify the Trustee and each predecessor Trustee for, and
to hold it harmless against, any and all loss, liability, damage, claim or expense, including taxes (other than taxes based on the income of the Trustee), incurred
without negligence or bad faith on its part, arising out of or in connection with the acceptance or administration of this Indenture or the trusts hereunder and its
duties hereunder, including the costs and expenses of defending itself against or investigating any claim or liability in the premises.  The obligations of the Issuer
under this Section 6.6 to compensate and indemnify the Trustee and each predecessor Trustee and to pay or reimburse the Trustee and each predecessor Trustee
for expenses, disbursements and advances shall constitute additional indebtedness hereunder and shall survive the satisfaction and discharge of this Indenture or
the resignation or removal of the Trustee.  Such additional indebtedness shall be a senior claim to that of the Securities upon all property and funds held or
collected by the Trustee as such, except funds held in trust for the benefit of the Holders of particular Securities.  When the Trustee incurs expenses or renders
services in connection with an Event of Default specified in Section 5.1 or in connection with Article Five hereof, the expenses (including the reasonable fees and
expenses of its counsel) and the compensation for the service in connection therewith are intended to constitute expenses of administration under any bankruptcy
law.  The provisions of this Section 6.6 shall survive the resignation or removal of the Trustee and the termination of this Indenture.
 

SECTION 6.7.   Right of Trustee to Rely on Officers’ Certificate, etc.
 

  Subject to Sections 6.1 and 6.2, whenever in the administration of the trusts of this Indenture the Trustee shall deem it necessary or desirable
that a matter be proved or established prior to taking or suffering or omitting any action hereunder, such matter (unless other evidence in respect thereof be herein
specifically prescribed) may, in the absence of negligence or bad faith on the part of the Trustee, be deemed to be conclusively proved and established by an
Officers’ Certificate delivered to the Trustee, and such certificate, in the absence of negligence or bad faith on the part of the Trustee, shall be full warrant to the
Trustee for any action taken, suffered or omitted by it under the provisions of this Indenture upon the faith thereof.
 

SECTION 6.8.   Qualification of Trustee; Conflicting Interests.
 

  This Indenture shall always have a Trustee who satisfies the requirements of Section 310(a)(1) of the Trust Indenture Act of 1939.  The Trustee
shall have a combined capital and surplus of at least $25,000,000 as set forth in its most recent published annual report of condition.  The Trustee shall comply
with Section 310(b) of the Trust Indenture Act of 1939 regarding disqualification of a trustee upon acquiring a conflicting interest.
 

SECTION 6.9.   Persons Eligible for Appointment as Trustee; Different Trustees for Different Series.
 

  The Trustee for each series of Securities hereunder shall at all times be a corporation organized and doing business under the laws of the
United States of America or of any state thereof or the District of Columbia having a combined capital and surplus of at least $25,000,000, and which is
authorized under such laws to exercise corporate trust powers and is subject to supervision or examination by federal, state or District of Columbia authority, or a
corporation or other Person permitted to act as trustee by the Commission.  If such corporation publishes reports of condition at least annually, pursuant to law or
to the requirements of the aforesaid supervising or examining authority, then for the purposes of this Section 6.9, the combined capital and surplus of such
corporation shall be deemed to be its combined capital and surplus as set forth in its most recent report of condition so published.  No obligor upon the Securities
or any Affiliate of such obligor shall serve as trustee upon the Securities.  In case at any time the Trustee shall cease to be eligible in accordance with the
provisions of this Section 6.9, the Trustee shall resign immediately in the manner and with the effect specified in Section 6.10.
 

A different Trustee may be appointed by the Issuer for each series of Securities prior to the issuance of such Securities.  If the initial Trustee for any
series of Securities is to be a trustee other than Wilmington Trust Company, the Issuer and such Trustee shall, prior to the issuance of such Securities, execute and
deliver an indenture supplemental hereto, which shall provide for the appointment of such Trustee as Trustee for the Securities of such series and shall add to or
change any of the provisions of this Indenture as shall be necessary to provide for or facilitate the administration of the trusts hereunder by more than one Trustee,
it being understood that nothing herein or in such supplemental indenture shall constitute such Trustees co-trustees of the same trust and that each such Trustee
shall be trustee of a trust or trusts hereunder separate and apart from any trust or trusts hereunder administered by any other such Trustee.
 

SECTION 6.10.   Resignation and Removal; Appointment of Successor Trustee.
 

  (a)  The Trustee, or any trustee or trustees hereafter appointed, may at any time resign with respect to one or more or all series of Securities by
giving written notice of resignation to the Issuer.  Upon receiving such notice of resignation, the Issuer shall promptly appoint a successor trustee or trustees with
respect to the applicable series by written instrument in duplicate, executed by authority of the Board of Directors, one copy of which instrument shall be
delivered to the resigning trustee and one copy to the successor trustee or trustees.  If no successor trustee shall have been so appointed with respect to any series
of Securities and have accepted appointment within 30 days after the mailing of such notice of resignation, the resigning trustee may petition any court of
competent jurisdiction for the appointment of a successor trustee, or any Securityholder who has been a bona fide Holder of a Security or Securities of the



applicable series for at least six months may, subject to the provisions of Section 5.9, on behalf of himself and all others similarly situated, petition any such court
for the appointment of a successor trustee.  Such court may thereupon, after such notice, if any, as it may deem proper and prescribe, appoint a successor trustee.
 

(b) In case at any time any of the following shall occur:
 

(i) the Trustee shall fail to comply with the provisions of Section 6.8 with respect to any series of Securities after written request
therefor by the Issuer or by any Securityholder who has been a bona fide Holder of a Security or Securities of such series for at least six months; or

 
(ii) the Trustee shall cease to be eligible in accordance with the provisions of Section 6.9 and shall fail to resign after written request

therefor by the Issuer or by any such Securityholder; or
 

(iii) the Trustee shall become incapable of acting with respect to any series of Securities, or shall be adjudged a bankrupt or
insolvent, or a receiver or liquidator of the Trustee or of its property shall be appointed, or any public officer shall take charge or control of the Trustee or
of its property or affairs for the purpose of rehabilitation, conservation or liquidation;

 
then, in any such case, the Issuer may remove the Trustee with respect to the applicable series of Securities and appoint a successor trustee for such series by
written instrument, in duplicate, executed by order of the Board of Directors one copy of which instrument shall be delivered to the Trustee so removed and one
copy to the successor trustee, or, subject to the provisions of Article Five, any Securityholder who has been a bona fide Holder of a Security or Securities of such
series for at least six months may on behalf of himself and all others similarly situated, petition any court of competent jurisdiction for the removal of the Trustee
and the appointment of a successor trustee with respect to such series.  Such court may thereupon, after such notice, if any, as it may deem proper and prescribe,
remove the Trustee and appoint a successor trustee.
 

(c) The Holders of a majority in aggregate principal amount of the Securities of each series then Outstanding may at any time remove the Trustee with
respect to Securities of such series and appoint a successor trustee with respect to the Securities of such series by delivering to the Trustee so removed, to the
successor trustee so appointed and to the Issuer the evidence provided for in Section 7.1 of the action in that regard taken by the Securityholders.  If no successor
trustee shall have been so appointed with respect to any series and have accepted appointment within 30 days after the delivery of such evidence of removal, the
Trustee may petition any court of competent jurisdiction for the appointment of a successor trustee, or any Securityholder who has been a bona fide Holder of a
Security or Securities of the applicable series for at least six months may, subject to the provisions of Section 5.9, on behalf of himself and all others similarly
situated, petition any such court for the appointment of a successor trustee.  Such court may thereupon, after such notice, if any, as it may deem proper and
prescribe, appoint a successor trustee.
 

(d) Any resignation or removal of the Trustee with respect to any series of Securities and any appointment of a successor trustee with respect to such
series pursuant to any of the provisions of this Section 6.10 shall become effective upon acceptance of appointment by the successor trustee as provided in Section
6.11.
 

SECTION 6.11.   Acceptance of Appointment by Successor Trustee.
 

  Any successor trustee appointed as provided in Section 6.10 shall execute and deliver to the Issuer and to its predecessor trustee an instrument
accepting such appointment hereunder, and thereupon the resignation or removal of the predecessor trustee with respect to all or any applicable series shall
become effective and such successor trustee, without any further act, deed or conveyance, shall become vested with all rights, powers, duties and obligations with
respect to such series of its predecessor hereunder, with like effect as if originally named as trustee for such series hereunder; but, nevertheless, on the written
request of the Issuer or of the successor trustee, upon payment of its charges then unpaid, the trustee ceasing to act shall, subject to Section 10.4, pay over to the
successor trustee all moneys at the time held by it hereunder and shall execute and deliver an instrument transferring to such successor trustee all such rights,
powers, duties and obligations.  Upon request of any such successor trustee, the Issuer shall execute any and all instruments in writing for more fully and certainly
vesting in and confirming to such successor trustee all such rights and powers.  Any trustee ceasing to act shall, nevertheless, retain a prior claim upon all property
or funds held or collected by such trustee to secure any amounts then due it pursuant to the provisions of Section 6.6.
 

If a successor trustee is appointed with respect to the Securities of one or more (but not all) series, the Issuer, the predecessor Trustee and each successor
trustee with respect to the Securities of any applicable series shall execute and deliver an indenture supplemental hereto which shall contain such provisions as
shall be deemed necessary or desirable to confirm that all the rights, powers, trusts and duties of the predecessor Trustee with respect to the Securities of any
series as to which the predecessor Trustee is not retiring shall continue to be vested in the predecessor Trustee, and shall add to or change any of the provisions of
this Indenture as shall be necessary to provide for or facilitate the administration of the trusts hereunder by more than one trustee, it being understood that nothing
herein or in such supplemental indenture shall constitute such trustees co-trustees of the same trust and that each such trustee shall be trustee of a trust or trusts
under separate indentures.
 

No successor trustee with respect to any series of Securities shall accept appointment as provided in this Section 6.11 unless at the time of such
acceptance such successor trustee shall be qualified under the provisions of Section 6.8 and eligible under the provisions of Section 6.9.
 

Upon acceptance of appointment by any successor trustee as provided in this Section 6.11, the Issuer shall give notice thereof to the Holders of Securities
of each series affected, by mailing such notice to such Holders at their addresses as they shall appear on the Securities register.  If the Issuer fails to give such
notice within ten days after acceptance of appointment by the successor trustee, the successor trustee shall cause such notice to be given at the expense of the
Issuer.
 

SECTION 6.12.   Merger, Conversion, Consolidation or Succession to Business of Trustee.
 

  Any corporation into which the Trustee may be merged or converted or with which it may be consolidated, or any corporation resulting from
any merger, conversion or consolidation to which the Trustee shall be a party, or any corporation succeeding to all or substantially all of the corporate trust
business of the Trustee (including the trust created by this Indenture), shall be the successor of the Trustee hereunder, provided that such corporation shall be
qualified under the provisions of Section 6.8 and eligible under the provisions of Section 6.9, without the execution or filing of any paper or any further act on the
part of any of the parties hereto, anything herein to the contrary notwithstanding.
 

In case at the time such successor to the Trustee shall succeed to the trusts created by this Indenture and any of the Securities of any series shall have
been authenticated but not delivered, any such successor to the Trustee may adopt the certificate of authentication of any predecessor Trustee and deliver such
Securities so authenticated; and, in case at that time any of the Securities of any series shall not have been authenticated, any successor to the Trustee may
authenticate such Securities either in the name of any predecessor hereunder or in the name of the successor Trustee; and in all such cases such certificate of



authentication shall have the full force as if such successor Trustee had itself authenticated such Securities; provided, that the right to adopt the certificate of
authentication of any predecessor Trustee or to authenticate Securities of any series in the name of any predecessor Trustee shall apply only to its successor or
successors by merger, conversion or consolidation.
 

SECTION 6.13.   Preferential Collection of Claims Against the Issuer.
 

  The Trustee shall comply with Section 311(a) of the Trust Indenture Act of 1939, excluding any creditor relationship listed in Section 311(b)
of the Trust Indenture Act of 1939.  A Trustee who has resigned or been removed shall be subject to Section 311(a) of the Trust Indenture Act of 1939 to the
extent indicated therein.
 

SECTION 6.14.   Appointment of Authenticating Agent.
 

  As long as any Securities of a series remain Outstanding, the Trustee may, by an instrument in writing, appoint with the approval of the Issuer
an authenticating agent (the “Authenticating Agent”) which shall be authorized to act on behalf of the Trustee to authenticate Securities, including Securities
issued upon exchange, registration of transfer, partial redemption or pursuant to Section 2.9. Securities of each such series authenticated by such Authenticating
Agent shall be entitled to the benefits of this Indenture and shall be valid and obligatory for all purposes as if authenticated by the Trustee.  Whenever reference is
made in this Indenture to the authentication and delivery of Securities of any series by the Trustee or to the Trustee’s Certificate of Authentication, such reference
shall be deemed to include authentication and delivery on behalf of the Trustee by an Authenticating Agent for such series and a Certificate of Authentication
executed on behalf of the Trustee by such Authenticating Agent.  Such Authenticating Agent shall at all times be a corporation organized and doing business
under the laws of the United States of America or of any state thereof or the District of Columbia, authorized under such laws to exercise corporate trust powers,
having a combined capital and surplus of at least $25,000,000 (determined as provided in Section 6.9 with respect to the Trustee) and subject to supervision or
examination by federal or state authority.
 

Any corporation into which any Authenticating Agent may be merged or converted, or with which it may be consolidated, or any corporation resulting
from any merger, conversion or consolidation to which any Authenticating Agent shall be a party, or any corporation succeeding to the corporate agency business
(including the authenticating agency contemplated by this Indenture) of any Authenticating Agent, shall continue to be the Authenticating Agent with respect to
all series of Securities for which it served as Authenticating Agent without the execution or filing of any paper or any further act on the part of the Trustee or such
Authenticating Agent.  Any Authenticating Agent may at any time, and if it shall cease to be eligible shall, resign by giving written notice of resignation to the
Trustee and to the Issuer.  The Trustee may at any time terminate the agency of an Authenticating Agent by giving written notice thereof to such Authenticating
Agent and to the Issuer.
 

Upon receiving such a notice of resignation or upon such a termination, or in case at any time any Authenticating Agent shall cease to be eligible in
accordance with the provisions of this Section 6.14 with respect to one or more series of Securities, the Trustee may appoint a successor Authenticating Agent
which shall be acceptable to the Issuer and the Issuer shall provide notice of such appointment to all Holders of Securities of such series in the manner and to the
extent provided in Section 11.4.  Any successor Authenticating Agent upon acceptance of its appointment hereunder shall become vested with all rights, powers,
duties and responsibilities of its predecessor hereunder, with like effect as if originally named as Authenticating Agent.  The Issuer agrees to pay to the
Authenticating Agent for such series from time to time reasonable compensation.  The Authenticating Agent for the Securities of any series shall have no
responsibility or liability for any action taken by it as such at the direction of the Trustee.
 

Sections 6.2, 6.3, 6.4 and 7.3 shall be applicable to any Authenticating Agent.
 

ARTICLE SEVEN
 

CONCERNING THE SECURITYHOLDERS
 

SECTION 7.1.   Evidence of Action Taken by Securityholders.
 

  Any request, demand, authorization, direction, notice, consent, waiver or other action provided by this Indenture to be given or taken by a
specified percentage in principal amount of the Securityholders of any or all series may be embodied in and evidenced by one or more instruments of substantially
similar tenor signed by such specified percentage of Securityholders in person or by agent duly appointed in writing; and, except as herein otherwise expressly
provided, such action shall become effective when such instrument or instruments are delivered to the Trustee.  Proof of execution of any instrument or of a
writing appointing any such agent shall be sufficient for any purpose of this Indenture and (subject to Sections 6.1 and 6.2) conclusive in favor of the Trustee and
the Issuer, if made in the manner provided in this Article Seven.
 

SECTION 7.2.   Proof of Execution of Instruments and of Holding of Securities.
 

  Subject to Sections 6.1 and 6.2, the execution of any instrument by a Securityholder or his agent or proxy may be proved in the following
manner:
 

(a) The fact and date of the execution by any Holder of any instrument may be proved by the certificate of any notary public or other
officer of any jurisdiction authorized to take acknowledgments of deeds or administer oaths that the person executing such instruments acknowledged to
him the execution thereof, or by an affidavit of a witness to such execution sworn to before any such notary or other such officer.  Where such execution
is by or on behalf of any legal entity other than an individual, such certificate or affidavit shall also constitute sufficient proof of the authority of the
person executing the same.

 
(b) The ownership of Securities shall be proved by the Security register or by a certificate of the Security registrar.

 
SECTION 7.3.   Holders to be Treated as Owners.

 
  The Issuer, the Trustee and any agent of the Issuer or the Trustee may deem and treat the Person in whose name any Security shall be

registered upon the Security register for such series as the absolute owner of such Security (whether or not such Security shall be overdue and notwithstanding
any notation of ownership or other writing thereon) for the purpose of receiving payment of or on account of the principal of and, subject to the provisions of this
Indenture, interest, if any, on such Security and for all other purposes; and neither the Issuer nor the Trustee nor any agent of the Issuer or the Trustee shall be
affected by any notice to the contrary.
 



SECTION 7.4.   Securities Owned by Issuer Deemed Not Outstanding.
 

  In determining whether the Holders of the requisite aggregate principal amount of Outstanding Securities of any or all series have concurred in
any direction, consent or waiver under this Indenture, Securities which are owned by the Issuer or any other obligor on the Securities with respect to which such
determination is being made or by any Affiliate of the Issuer or any other obligor on the Securities with respect to which such determination is being made shall
be disregarded and deemed not to be Outstanding for the purpose of any such determination, except that for the purpose of determining whether the Trustee shall
be protected in relying on any such direction, consent or waiver only Securities which a Responsible Officer of the Trustee knows are so owned shall be so
disregarded.  Securities so owned which have been pledged in good faith may be regarded as Outstanding if the pledgee establishes to the satisfaction of the
Trustee the pledgee’s right so to act with respect to such Securities and that the pledgee is not the Issuer or any other obligor upon the Securities or any Affiliate of
the Issuer or any other obligor on the Securities.  In case of a dispute as to such right, the advice of counsel shall be full protection in respect of any decision made
by the Trustee in accordance with such advice.  Upon request of the Trustee, the Issuer shall furnish to the Trustee promptly an Officers’ Certificate listing and
identifying all Securities, if any, known by the Issuer to be owned or held by or for the account of any of the above-described Persons; and, subject to Sections 6.1
and 6.2, the Trustee shall be entitled to accept such Officers’ Certificate as conclusive evidence of the facts therein set forth and of the fact that all Securities not
listed therein are Outstanding for the purpose of any such determination.
 

SECTION 7.5.   Right of Revocation of Action Taken.
 

  At any time prior to (but not after) the evidencing to the Trustee, as provided in Section 7.1, of the taking of any action by the Holders of the
percentage in aggregate principal amount of the Securities of any or all series, as the case may be, specified in this Indenture in connection with such action, any
Holder of a Security the serial number of which is shown by the evidence to be included among the serial numbers of the Securities the Holders of which have
consented to such action may, by filing written notice at the Corporate Trust Office and upon proof of holding as provided in this Article Seven, revoke such
action so far as concerns such Security provided that such revocation shall not become effective until three Business Days after such filing.  Except as aforesaid,
any such action taken by the Holder of any Security shall be conclusive and binding upon such Holder and upon all future Holders and owners of such Security
and of any Securities issued in exchange or substitution therefor or on registration of transfer thereof, irrespective of whether or not any notation in regard thereto
is made upon any such Security.  Any action taken by the Holders of the percentage in aggregate principal amount of the Securities of any or all series, as the case
may be, specified in this Indenture in connection with such action shall be conclusively binding upon the Issuer, the Trustee and the Holders of all the Securities
affected by such action.
 

SECTION 7.6.   Record Date for Consents and Waivers.
 

  The Issuer may, but shall not be obligated to, establish a record date for the purpose of determining the Persons entitled to (i) waive any past
default with respect to the Securities of such series in accordance with Section 5.7 of the Indenture, (ii) consent to any supplemental indenture in accordance with
Section 8.2 of the Indenture or (iii) waive compliance with any term, condition or provision of any covenant hereunder.  If a record date is fixed, the Holders on
such record date, or their duly designated proxies, and any such Persons, shall be entitled to waive any such past default, consent to any such supplemental
indenture or waive compliance with any such term, condition or provision, whether or not such Holder remains a Holder after such record date; provided,
however, that unless such waiver or consent is obtained from the Holders, or duly designated proxies, of the requisite principal amount of Outstanding Securities
of such series prior to the date which is the 120th day after such record date, any such waiver or consent previously given shall automatically and, without further
action by any Holder be cancelled and of no further effect.
 

ARTICLE EIGHT
 

SUPPLEMENTAL INDENTURES
 

SECTION 8.1.   Supplemental Indentures Without Consent of Securityholders.
 

  The Issuer, when authorized by a Board Resolution (which resolution may provide general terms or parameters for such action and may
provide that the specific terms of such action may be determined in accordance with or pursuant to an Issuer Order), and the Trustee may from time to time and at
any time enter into an indenture or indentures supplemental hereto (which shall conform to the provisions of the Trust Indenture Act of 1939 as in force at the
date of the execution thereof) for one or more of the following purposes:
 

(a) to convey, transfer, assign, mortgage or pledge to the Trustee as security for the Securities of one or more series any property or
assets;

 
(b) to evidence the succession of another Person to the Issuer or Hovnanian or successive successions, and the assumption by the

successor Person of the covenants, agreements and obligations of the Issuer or Hovnanian herein and in the Securities or the Guarantees or to otherwise
evidence compliance with Article Nine hereof;

 
(c) to add to the covenants of the Issuer or Hovnanian such further covenants, restrictions, conditions or provisions for the protection

of the Holders of all or any series of Securities (and if such covenants, restrictions, conditions or provisions are to be for the protection of less than all
series of Securities, stating that the same are expressly being included solely for the protection of such series), or to surrender any right or power herein
conferred upon the Issuer or Hovnanian, and to make the occurrence, or the occurrence and continuance, of a default in any such additional covenants,
restrictions, conditions or provisions an Event of Default permitting the enforcement of all or any of the several remedies provided in this Indenture as
herein set forth; provided, however, that in respect of any such additional covenant, restriction, condition or provision such supplemental indenture may
provide for a particular period of grace after default (which period may be shorter or longer than that allowed in the case of other defaults) or may
provide for an immediate enforcement upon such an Event of Default or may limit the remedies available to the Trustee upon such an Event of Default or
may limit the right of the Holders of a majority in aggregate principal amount of the Securities of such series to waive such an Event of Default;

 
(d) to cure any ambiguity or to correct or supplement any provision contained herein or in any supplemental indenture which may be

defective or inconsistent with any other provision contained herein or in any supplemental indenture;
 

(e) to establish the form or terms of Securities or the Guarantees to be endorsed thereon of any series as permitted by Sections 2.1
and 2.3, to provide for any Guarantees of the Securities of any series and to confirm and evidence the termination or discharge of any Guarantee of or
mortgage, lien, pledge, charge, security interest or encumbrance securing the Securities of a series when such release, termination or discharge is
permitted by the Indenture;

 



(f) to provide for the issuance of uncertificated Securities of any series (including Securities registrable as to principal only) in
addition to or in place of certificated Securities and to provide for exchangeability of such Securities for the Securities issued hereunder in fully
registered form and to make all appropriate changes for such purpose;

 
(g) to modify, eliminate or add to the provisions of this Indenture to such extent as shall be necessary to effect the qualification of

this Indenture under the Trust Indenture Act of 1939, or under any similar federal statute hereafter enacted, and to add to this Indenture such other
provisions as may be expressly permitted by the Trust Indenture Act of 1939, excluding, however, the provisions referred to in Section 316(a)(2) of the
Trust Indenture Act of 1939 as in effect at the date as of which this instrument was executed or any corresponding provision provided for in any similar
federal statute hereafter enacted;

 
(h) to evidence and provide for the acceptance of appointment hereunder of a Trustee other than Wilmington Trust Company as

Trustee for a series of Securities and to add to or change any of the provisions of this Indenture as shall be necessary to provide for or facilitate the
administration of the trusts hereunder by more than one Trustee, pursuant to the requirements of Section 6.9 hereof;

 
(i) subject to Section 8.2 hereof, to add to or modify the provisions hereof as may be necessary or desirable to provide for the

denomination of Securities in foreign currencies which shall not adversely affect the interests of the Holders of the Securities in any material respect;
 

(j) to modify the covenants or Events of Default of the Issuer solely in respect of, or add new covenants or Events of Default of the
Issuer that apply solely to, Securities not Outstanding on the date of such supplemental indenture;

 
(k) to evidence and provide for the acceptance of appointment hereunder by a successor trustee with respect to the Securities of one

or more series and to add to or change any of the provisions of this Indenture as shall be necessary to provide for or facilitate the administration of the
trusts hereunder by more than one trustee, pursuant to the requirements of Section 6.11;

 
(l) to conform the text of this Indenture, the Securities of any series or the Guarantees to any provision of the “Description of Debt

Securities” section of any prospectus or the comparable section in any applicable prospectus supplement that is used to sell the Securities of such series
to the extent that such provision was intended to be a verbatim recitation of a provision of this Indenture, the Securities of such series sold thereby or the
Guarantees thereof; and

 
(m) to make any other change that does not adversely affect the legal rights of any Holder of Securities of the series affected by such

change.
 

The Trustee is hereby authorized to join with the Issuer in the execution of any such supplemental indenture, to make any further appropriate agreements
and stipulations which may be therein contained and to accept the conveyance, transfer, assignment, mortgage or pledge of any property thereunder, but the
Trustee shall not be obligated to enter into any such supplemental indenture which affects the Trustee’s own rights, duties or immunities under this Indenture or
otherwise.
 

Any supplemental indenture authorized by the provisions of this Section may be executed without the consent of the Holders of any of the Securities
then Outstanding, notwithstanding any of the provisions of Section 8.2.
 

SECTION 8.2.   Supplemental Indentures with Consent of Securityholders.
 

  With the consent (evidenced as provided in Article Seven and including written consents obtained in connection with a tender offer or
exchange offer) of the Holders of not less than a majority in aggregate principal amount of the Securities then Outstanding of any series affected thereby, the
Issuer, when authorized by a Board Resolution (which resolution may provide general terms or parameters for such action and may provide that the specific terms
of such action may be determined in accordance with or pursuant to an Issuer Order), and the Trustee may, from time to time and at any time, enter into an
indenture or indentures supplemental hereto (which shall conform to the provisions of the Trust Indenture Act of 1939 as in force at the date of execution thereof)
for the purpose of adding any provisions to or changing in any manner or eliminating any of the provisions of this Indenture or of any supplemental indenture or
of modifying in any manner the rights of the Holders of the Securities of such series or waiving future compliance with any provision of the Indenture or the
Securities (other than a continuing default or Event of Default in the payment of principal of or interest on Securities, which shall require the consent of the
Holders of each Security so affected); provided, that no such supplemental indenture or waiver shall (a) change the stated final maturity of the principal of any
Security, or reduce the principal amount thereof, or reduce the rate or extend the time of payment of interest (including default interest), if any, thereon (or, in the
case of an Original Issue Discount Security, reduce the rate of accretion of original issue discount thereon), or reduce or alter the method of computation of any
amount payable on redemption, repayment or purchase by the Issuer thereof (or the time at which any such redemption, repayment or purchase may be made), or
make the principal thereof (including any amount in respect of original issue discount), or interest, if any, thereon payable in any coin or currency other than that
provided in the Securities or in accordance with the terms of the Securities, or reduce the amount of the principal of an Original Issue Discount Security that
would be due and payable upon an acceleration of the maturity thereof pursuant to Section 5.1 or the amount thereof provable in bankruptcy pursuant to Section
5.2, make any change to Sections 5.4 or 5.7, or impair or affect the right of any Securityholder to institute suit for the payment thereof or, if the Securities provide
therefor, any right of repayment or purchase at the option of the Securityholder, in each case without the consent of the Holder of each Security so affected or
modify the ranking or priority of the Securities or the Guarantees issued hereunder, or (b) reduce the aforesaid percentage of Securities of any series, the consent
of the Holders of which is required for any such supplemental indenture, without the consent of the Holders of each Security so affected.  No consent of any
Holder of any Security shall be necessary under this Section 8.2 to permit the Trustee and the Issuer to execute supplemental indentures pursuant to Sections 8.1
and 9.2.
 

A supplemental indenture which changes or eliminates any covenant, Event of Default or other provision of this Indenture which has expressly been
included solely for the benefit of one or more particular series of Securities, or which modifies the rights of Holders of Securities of such series, with respect to
such covenant or provision, shall be deemed not to affect the rights under this Indenture of the Holders of Securities of any other series.
 

Upon the request of the Issuer, accompanied by a copy of a resolution of the Board of Directors (which resolution may provide general terms or
parameters for such action and may provide that the specific terms of such action may be determined in accordance with or pursuant to an Issuer Order) certified
by the secretary or an assistant secretary of the Issuer authorizing the execution of any such supplemental indenture, and upon the filing with the Trustee of
evidence of the consent of the Holders of the Securities as aforesaid and other documents, if any, required by Section 7.1, the Trustee shall join with the Issuer in
the execution of such supplemental indenture unless such supplemental indenture affects the Trustee’s own rights, duties or immunities under this Indenture or
otherwise, in which case the Trustee may at its discretion, but shall not be obligated to, enter into such supplemental indenture.
 



It shall not be necessary for the consent of the Securityholders under this Section 8.2 to approve the particular form of any proposed supplemental
indenture, but it shall be sufficient if such consent shall approve the substance thereof.
 

Promptly after the execution by the Issuer and the Trustee of any supplemental indenture pursuant to the provisions of this Section 8.2, the Issuer (or the
Trustee at the request and expense of the Issuer) shall give notice thereof to the Holders of then Outstanding Securities of each series affected thereby, as provided
in Section 11.4. Any failure of the Issuer to give such notice, or any defect therein, shall not, however, in any way impair or affect the validity of any such
supplemental indenture.
 

SECTION 8.3.   Effect of Supplemental Indenture.
 

  Upon the execution of any supplemental indenture pursuant to the provisions hereof, this Indenture shall be and shall be deemed to be
modified and amended in accordance therewith and the respective rights, limitations of rights, obligations, duties and immunities under this Indenture of the
Trustee, the Issuer, Hovnanian, the Guarantors and the Holders of Securities of each series affected thereby shall thereafter be determined, exercised and enforced
hereunder subject in all respects to such modifications and amendments, and all the terms and conditions of any such supplemental indenture shall be and shall be
deemed to be part of the terms and conditions of this Indenture for any and all purposes.
 

SECTION 8.4.   Documents to Be Given to Trustee.
 

  The Trustee, subject to the provisions of Sections 6.1 and 6.2, shall be entitled to receive an Officers’ Certificate and an Opinion of Counsel as
provided in Section 11.5 as conclusive evidence that any supplemental indenture executed pursuant to this Article Eight complies with the applicable provisions
of this Indenture and that all conditions precedent to the execution and delivery of such supplemental indenture have been satisfied.  An Opinion of Counsel
pursuant to this Section 8.4 shall also include (a) an opinion that any such supplemental indenture has been duly authorized, executed and delivered and
constitutes the valid and legally binding obligation of the Issuer and the Guarantors party thereto, if any, enforceable in accordance with its terms and (b) in the
case of 8.1(m) an opinion that such supplemental indenture does not adversely affect the legal rights of any Holder of Securities of the series affected by such
change.  In rendering such opinion, such counsel may qualify any opinions as to enforceability by stating that such enforceability may be limited by bankruptcy,
insolvency, fraudulent conveyance, reorganization, liquidation, moratorium and other similar laws relating to or affecting the rights and remedies of creditors and
is subject to general principles of equity (regardless of whether such enforceability is considered in a proceeding in equity or at law) and an implied covenant of
good faith and fair dealing.
 

SECTION 8.5.   Notation on Securities in Respect of Supplemental Indentures.
 

  Securities of any series authenticated and delivered after the execution of any supplemental indenture pursuant to the provisions of this Article
Eight may bear a notation in form approved by the Trustee for such series as to any matter provided for by such supplemental indenture or as to any action taken
by Securityholders.  If the Issuer or the Trustee shall so determine, new Securities of any series so modified as to conform, in the opinion of the Trustee and the
Issuer, to any modification of this Indenture contained in any such supplemental indenture may be prepared and executed by the Issuer, and such Securities may
be authenticated by the Trustee and delivered in exchange for the Securities of such series then Outstanding.
 

ARTICLE NINE
 

CONSOLIDATION, MERGER, SALE, LEASE, EXCHANGE OR OTHER
 

DISPOSITION
 

SECTION 9.1.   Consolidation Permitted, etc., on Certain Terms.
 

  Subject to the provisions of Section 9.2, nothing contained in this Indenture or in any of the Securities shall prevent any consolidation or
merger of the Issuer or Hovnanian with or into any other Person or Persons (whether or not affiliated with the Issuer), or successive consolidations or mergers in
which the Issuer or Hovnanian or their successor or successors shall be a party or parties, or shall prevent any sale, lease, exchange or other disposition of all or
substantially all the property and assets of the Issuer or Hovnanian to any other Person (whether or not affiliated with the Issuer or Hovnanian) authorized to
acquire and operate the same; provided, however, and the Issuer and Hovnanian hereby covenant and agree, that any such consolidation, merger, sale, lease,
exchange or other disposition shall be upon the conditions that (a) immediately after giving effect to such consolidation, merger, sale, lease, exchange or other
disposition of the Person (whether the Issuer or Hovnanian or such other Person) formed by or surviving any such consolidation or merger, or to which such sale,
lease, exchange or other disposition shall have been made, no Event of Default, and no event which after notice or lapse of time or both, would become an Event
of Default, shall have occurred and be continuing; (b) the Person (if other than the Issuer or Hovnanian) formed by or surviving any such consolidation or merger,
or to which such sale, lease, exchange or other disposition shall have been made, shall be a corporation or partnership organized under the laws of the United
States of America, any state thereof or the District of Columbia; and (c) the due and punctual payment of the principal of, premium, if any, and interest, if any, on
all the Securities, according to their tenor, and the due and punctual performance and observance of all of the covenants and conditions of this Indenture to be
performed by the Issuer or Hovnanian, shall be expressly assumed, by supplemental indenture satisfactory in form to the Trustee executed and delivered to the
Trustee, by the Person (if other than the Issuer or Hovnanian) formed by such consolidation, or into which the Issuer or Hovnanian shall have been merged, or by
the Person which shall have acquired or leased such property.
 

SECTION 9.2.   Successor Corporation to be Substituted.
 

  In case of any such consolidation or merger or any sale, conveyance or lease of all or substantially all of the property of the Issuer or
Hovnanian and upon the assumption by the successor Person, by supplemental indenture executed and delivered to the Trustee and satisfactory in form to the
Trustee, of the due and punctual payment of the principal of, premium, if any, and interest, if any, on all of the Securities and the due and punctual performance of
all of the covenants and conditions of this Indenture to be performed by the Issuer or Hovnanian, such successor Person shall succeed to and be substituted for the
Issuer or Hovnanian, with the same effect as if it had been named herein as the party of the first part, and the Issuer or Hovnanian (including any intervening
successor to the Issuer or Hovnanian which shall have become the obligor hereunder) shall be relieved of any further obligation under this Indenture and the
Securities; provided, however, that in the case of a sale, lease, exchange or other disposition of the property and assets of the Issuer or Hovnanian (including any
such intervening successor), the Issuer or Hovnanian (including any such intervening successor) shall continue to be liable on its obligations under this Indenture
and the Securities to the extent, but only to the extent, of liability to pay the principal of, premium, if any, and interest, if any, on the Securities at the time, places
and rate prescribed in this Indenture and the Securities.  Such successor Person thereupon may cause to be signed, and may issue either in its own name or in the
name of the Issuer or Hovnanian, any or all of the Securities issuable hereunder which theretofore shall not have been signed by the Issuer or Hovnanian and
delivered to the Trustee; and, upon the order of such successor Person instead of the Issuer or Hovnanian and subject to all the terms, conditions and limitations in
this Indenture prescribed, the Trustee shall authenticate and shall deliver any Securities which previously shall have been signed and delivered by the officers of



the Issuer or Hovnanian to the Trustee for authentication, and any Securities which such successor Person thereafter shall cause to be signed and delivered to the
Trustee for that purpose.  All the Securities so issued shall in all respects have the same legal rank and benefit under this Indenture as the Securities theretofore or
thereafter issued in accordance with the terms of this Indenture as though all of such Securities had been issued at the date of the execution hereof.
 

In case of any such consolidation or merger or any sale, lease, exchange or other disposition of all or substantially all of the property and assets of the
Issuer or Hovnanian, such changes in phraseology and form (but not in substance) may be made in the Securities, thereafter to be issued, as may be appropriate.
 

SECTION 9.3.   Opinion of Counsel to be Given Trustee.
 

  The Trustee, subject to Sections 6.1 and 6.2, shall receive an Officers’ Certificate and Opinion of Counsel as conclusive evidence that any such
consolidation, merger, sale, lease, exchange or other disposition and any such assumption complies with the provisions of this Article Nine.
 

ARTICLE TEN
 

LEGAL DEFEASANCE AND COVENANT DEFEASANCE
 

SECTION 10.1.   Applicability of Article.
 

  Unless specified otherwise pursuant to Section 2.3 for Securities of a series, this Article shall apply to each series of Securities issued under
this Indenture.
 

SECTION 10.2.   Legal Defeasance and Discharge.
 

  The Issuer shall, subject to the satisfaction of the conditions set forth in Section 10.4 hereof, be deemed to have been discharged from its
obligations with respect to the Outstanding Securities of any series on the date the conditions set forth below are satisfied with respect to such series (hereinafter,
“Legal Defeasance”).  For this purpose, Legal Defeasance means that the Issuer shall be deemed to have paid and discharged the entire Indebtedness represented
by the Outstanding Securities of any series, which shall thereafter be deemed to be Outstanding only for the purposes of Section 10.5 hereof and the other
Sections of this Indenture referred to in clauses (a) and (b) below, and to have satisfied all of its obligations under such Securities and this Indenture (and the
Trustee, on demand of and at the expense of the Issuer, shall execute proper instruments delivered to it by the Issuer acknowledging the same), except of the
following provisions which shall survive until otherwise terminated or discharged hereunder; (a) the rights of Holder of Outstanding Securities of such series to
receive payments in respect of the principal of, premium, if any, and interest on such Securities when such payments are due from the trust referred to below; (b)
the Issuer’s obligations with respect to the Securities concerning mutilated, destroyed, lost or stolen Securities and the maintenance of an office or agency for
payment and money for security payments held in trust; (c) the rights, powers, trusts, duties and immunities of the Trustee, and the Issuer’s obligations in
connection therewith; and (d) the Legal Defeasance provisions of this Indenture.
 

SECTION 10.3.   Covenant Defeasance.
 

  The Issuer, Hovnanian and the Guarantors shall, subject to the satisfaction of the conditions set forth in Section 10.4 hereof, be released from
their obligations under the covenants contained in Article Nine (other than Section 9.1(c)) and, to the extent described in the applicable supplemental indenture,
with respect to the covenants of any series of Securities, on and after the date that the conditions set forth in Section 10.4 are satisfied with respect to such series
(hereinafter, “Covenant Defeasance”), and the Securities of such series shall thereafter be deemed not Outstanding for the purposes of any direction, waiver,
consent or declaration or act of Holders (and the consequences of any thereof) in connection with such covenants, but shall continue to be deemed Outstanding for
all other purposes hereunder (it being understood that such Securities shall not be deemed outstanding for accounting purposes).  For this purpose, Covenant
Defeasance means that, with respect to the Outstanding Securities of any series, the Issuer may omit to comply with and shall have no liability in respect of any
term, condition or limitation set forth in any such covenant, whether directly or indirectly, by reason of any reference elsewhere herein to any such covenant or by
reason of any reference in any such covenant to any other provision herein or in any other document and such omission to comply shall not constitute a default or
an Event of Default under Section 5.1 hereof, but, except as specified above, the remainder of this Indenture and such Securities shall be unaffected
thereby.  Subject to the satisfaction of the conditions set forth in Section 10.4 hereof, Sections 5.1(d), 5.1(e), 5.1(f) and 5.1(g) hereof shall not constitute Events of
Default or defaults hereunder.
 

SECTION 10.4.   Conditions to Legal or Covenant Defeasance.
 

  The following shall be the conditions to the application of either Section 10.2 or 10.3 hereof to the Outstanding Securities of any series:
 

In order to exercise either Legal Defeasance or Covenant Defeasance:
 

(a) the Issuer must irrevocably deposit, or cause to be deposited, with the Trustee, in trust, for the benefit of the Holders of the Securities of a particular
series, cash in U.S. dollars, U.S. Government Obligations, or a combination thereof, in such amounts as will be sufficient, in the opinion of a nationally
recognized firm of independent public accountants, to pay, without reinvestment, the principal of, premium, if any, and interest on the Outstanding Securities of
such series on the stated maturity thereof or on the applicable redemption date, as the case may be, and the Issuer must specify whether the Securities are being
defeased to maturity or to a particular redemption date;
 

(b) in the case of Legal Defeasance, the Issuer must deliver to the Trustee an Opinion of Counsel reasonably acceptable to the Trustee confirming that
the Issuer has received from, or there has been published by, the Internal Revenue Service a ruling, or there has been a change in the applicable United States
federal income tax law after the date of this Indenture, in either case to the effect that, and based thereon such Opinion of Counsel shall confirm that, the Holders
of the Outstanding Securities of such series will not recognize income, gain or loss for United States federal income tax purposes as a result of such Legal
Defeasance, and will be subject to United States federal income tax on the same amounts, in the same manner and at the same times as would have been the case
if such Legal Defeasance had not occurred;
 

(c) in the case of Covenant Defeasance, the Issuer must deliver to the Trustee an Opinion of Counsel reasonably acceptable to the Trustee confirming
that the Holders of the Outstanding Securities of such series will not recognize income, gain or loss for United States federal income tax purposes as a result of
such Covenant Defeasance, and such Holders will be subject to United States federal income tax on the same amounts, in the same manner and at the same times
as would have been the case if such Covenant Defeasance had not occurred;
 



(d) no default or Event of Default shall have occurred and be continuing on the date of such deposit (other than a default or Event of Default resulting
from the borrowing of funds to be applied to such deposit) or insofar as Events of Default from bankruptcy or insolvency events are concerned, at any time in the
period ending on the 91st day after the date of deposit;
 

(e) such Legal Defeasance or Covenant Defeasance will not result in a breach or violation of, or constitute a default under, any material agreement or
instrument (other than the Indenture) to which the Issuer or any of its Restricted Subsidiaries is a party or by which the issuer or any of its Restricted Subsidiaries
is bound;
 

(f) the Issuer must deliver to the Trustee an Officers’ Certificate stating that the deposit was not made by the Issuer with the intent of preferring the
Holders of the Securities over other creditors of the Issuer, or with the intent of defeating, hindering, delaying or defrauding creditors of the Issuer or others;
 

(g) the Issuer must deliver to the Trustee an Officers’ Certificate and an opinion of Counsel in the United States reasonably acceptable to the Trustee,
each stating that the conditions precedent provided for or relating to Legal Defeasance or Covenant Defeasance, as applicable, in the case of the Officers’
Certificate, in clauses (a) through (f) and, in the case of the opinion of Counsel, in clauses (b) and (c) of this paragraph, have been complied with.
 

SECTION 10.5.   Deposited Money and Government Securities to be Held in Trust; Other Miscellaneous Provisions.
 

  Subject to Section 10.6 hereof, all money and U.S. Government Obligations (including the proceeds thereof) deposited with the Trustee (or
other qualifying trustee, collectively, and solely for purposes of this Section 10.5, the “Trustee”) pursuant to Section 10.4 hereof in respect of the Outstanding
Securities of any series shall be held in trust and applied by the Trustee, in accordance with the provisions of such Securities and this Indenture, to the payment,
either directly or through any paying agent (including the Issuer acting as paying agent) as the Trustee may determine, to the Holders of such Securities of all
sums due and to become due thereon in respect of principal, premium, if any, and interest, but such money need not be segregated from other funds except to the
extent required by law.
 

The Issuer shall pay and indemnify the Trustee against any tax, fee or other charge imposed on or assessed against the cash or non-callable U.S.
Government Obligations deposited pursuant to Section 10.4 hereof in respect of any series of Securities or the principal and interest received in respect thereof
other than any such tax, fee or other charge which by law is for the account of the Holders of the Outstanding Securities of such series.
 

Anything in this Article Ten to the contrary notwithstanding, the Trustee shall deliver or pay to the Issuer from time to time upon the request of the Issuer
any money or non-callable U.S. Government Obligations held by it as provided in Section 10.4 hereof which, in the opinion of a nationally recognized firm of
independent public accountants expressed in a written certification thereof delivered to the Trustee (which may be the opinion delivered under Section 10.4(a)
hereof), are in excess of the amount thereof that would then be required to be deposited to effect an equivalent Legal Defeasance or Covenant Defeasance.
 

SECTION 10.6.   Repayment to Issuer.
 

  Any money deposited with the Trustee or any paying agent, or then held by the Issuer, in trust for the payment of the principal of, premium or
interest on any Security and remaining unclaimed for two years after such principal, and premium, if any, or interest has become due and payable shall be paid to
the Issuer on its request or (if then held by the Issuer) shall be discharged from such trust; and the Holder of such Security shall thereafter, as an unsecured
creditor, look only to the Issuer for payment thereof, and all liability of the Trustee or such paying agent with respect to such trust money, and all liability of the
Issuer as trustee thereof, shall thereupon cease; provided, however, that the Trustee or such paying agent, before being required to make any such repayment, may
at the expense of the Issuer cause to be published once, in the New York Times and The Wall Street Journal (national edition), notice that such money remains
unclaimed and that, after a date specified therein, which shall not be less than 30 days from the date of such notification or publication, any unclaimed balance of
such money then remaining will be repaid to the Issuer.
 

SECTION 10.7.    Reinstatement.
 

   If the Trustee or paying agent is unable to apply any money or non-callable U.S. Government Obligations in accordance with Section 10.2 or
10.3 hereof, as the case may be, by reason of any order or judgment of any court or governmental authority enjoining, restraining or otherwise prohibiting such
application, then the Issuer’s obligations under this Indenture and the Securities shall be revived and reinstated as though no deposit had occurred pursuant to
Section 10.2 or 10.3 hereof until such time as the Trustee or paying agent is permitted to apply all such money in accordance with Section 10.2 or 10.3 hereof, as
the case may be; provided, however, that, if the Issuer makes any payment of principal of, premium, if any, or interest on any Security following the reinstatement
of its obligations, the Issuer shall be subrogated to the rights of the Holders of such Securities to receive such payment from the money held by the Trustee or
paying agent.
 

SECTION 10.8.   Survival.
 

  The Trustee’s rights under this Article Ten shall survive termination of this Indenture.
 

SECTION 10.9.   Satisfaction and Discharge of Indenture.
 

  If at any time (a)(i) the Issuer shall have paid or caused to be paid the principal of, premium, if any, and interest, if any, on all the Securities
Outstanding of any series (other than Securities which have been destroyed, lost or stolen and which have been replaced or paid as provided in Section 2.9) as and
when the same shall have become due and payable, or (ii) the Issuer shall have delivered to the Trustee for cancellation all Securities of any series theretofore
authenticated (other than Securities which have been destroyed, lost or stolen and which have been replaced or paid as provided in Section 2.9), or (b)(i) the
Securities of any series mature within one year, or all of them are to be called for redemption within one year under arrangements satisfactory to the Trustee for
giving the notice of redemption, (ii) the Issuer irrevocably deposits in trust with the Trustee, as trust funds solely for the benefit of the Holders, money or U.S.
Government Obligations or a combination thereof sufficient, in the opinion of a nationally recognized firm of independent public accountants expressed in a
written certificate delivered to the Trustee, without consideration of any reinvestment, to pay principal of and premium and interest on the Securities to maturity
or redemption, as the case may be, and to pay all other sums payable by it hereunder, (iii) no Event of Default has occurred and is continuing on the date of the
deposit, (iv) the deposit will not result in a breach or violation of, or constitute a default under, the Indenture or any other agreement or instrument to which the
Issuer is a party or by which it is bound, and (v) the Issuer delivers to the Trustee an Officers’ Certificate and an Opinion of Counsel, in each case stating that all
conditions precedent provided for herein relating to the satisfaction and discharge of the Indenture have been complied with; and if, in any such case, the Issuer
shall also pay or cause to be paid all other sums payable hereunder by the Issuer (including all amounts, payable to the Trustee pursuant to Section 6.6), then, (x)
after satisfying the conditions in clause (a), only the Issuer’s obligations under Sections 6.6 and 10.5, as applicable, will survive or (y) after satisfying the
conditions in clause (b), only the Issuer’s or obligations in Article Two and Sections 3.1, 3.2, 6.6, 6.10, 10.5, 10.6 and 10.7 will survive, and, in either case, the



Trustee, on demand of the Issuer accompanied by an Officers’ Certificate and an Opinion of Counsel, each stating that all conditions precedent relating to the
satisfaction and discharge contemplated by this provision have been complied with, and at the cost and expense of the Issuer, shall execute proper instruments
acknowledging such satisfaction and discharging of this Indenture. The Issuer agrees to reimburse the Trustee for any costs or expenses thereafter reasonably and
properly incurred, and to compensate the Trustee for any services thereafter reasonably and properly rendered, by the Trustee in connection with this Indenture or
the Securities.
 

ARTICLE ELEVEN
 

MISCELLANEOUS PROVISIONS
 

SECTION 11.1.   Partners, Incorporators, Stockholders, Officers and Directors of Issuer Exempt from Individual Liability.
 

  No recourse under or upon any obligation, covenant or agreement contained in this Indenture, or in any Security, or because of any
indebtedness evidenced thereby, shall be had against any incorporator, as such or against any past, present or future stockholder, officer, director or employee, as
such, of the Issuer, Hovnanian or the Guarantors or any partner of the Issuer, Hovnanian or the Guarantors or of any successor, either directly or through the
Issuer, Hovnanian or the Guarantors or any successor, under any rule of law, statute or constitutional provision or by the enforcement of any assessment or by any
legal or equitable proceeding or otherwise, all such liability being expressly waived and released by the acceptance of the Securities by the Holders thereof and as
part of the consideration for the issue of the Securities.
 

SECTION 11.2.   Provisions of Indenture for the Sole Benefit of Parties and Holders of Securities.
 

  Nothing in this Indenture or in the Securities, expressed or implied, shall give or be construed to give to any Person, other than the parties
hereto and their successors and the Holders of the Securities, any legal or equitable right, remedy or claim under this Indenture or under any covenant or provision
herein contained, all such covenants and provisions being for the sole benefit of the parties hereto and their successors and of the Holders of the Securities.
 

SECTION 11.3.   Successors and Assigns of Issuer Bound by Indenture.
 

  All the covenants, stipulations, promises and agreements in this Indenture contained by or on behalf of the Issuer shall bind its successors and
assigns, whether so expressed or not.
 

SECTION 11.4.   Notices and Demands on Issuer, Trustee and Holders of Securities.
 

  Any notice or demand which by any provision of this Indenture is required or permitted to be given or served by the Trustee or by the Holders
of Securities to or on the Issuer, or as required pursuant to the Trust Indenture Act of 1939, may be given or served by being deposited postage prepaid, first-class
mail (except as otherwise specifically provided herein) addressed (until another address of the Issuer is filed by the Issuer with the Trustee) to K. Hovnanian
Enterprises, Inc., 110 West Front Street, P.O. Box 500, Red Bank, New Jersey 07701.  Any notice, direction, request or demand by the Issuer or any Holder of
Securities to or upon the Trustee shall be deemed to have been sufficiently given or served by being deposited postage prepaid, first-class mail (except as
otherwise specifically provided herein) addressed (until another address of the Trustee is filed by the Trustee with the Issuer) to Wilmington Trust Company,
Rodney Square North, 1100 North Market Street, Wilmington, DE 19890 [specify series of Securities]).
 

Where this Indenture provides for notice to Holders of Securities, such notice shall be sufficiently given (unless otherwise herein expressly provided) if
in writing and mailed, first-class postage prepaid, to each Holder entitled thereto, at his last address as it appears in the Security register.  Where this Indenture
provides for notice in any manner, such notice may be waived in writing by the Person entitled to receive such notice, either before or after the event, and such
waiver shall be the equivalent of such notice.  Waivers of notice by Holders shall be filed with the Trustee, but such filing shall not be a condition precedent to the
validity of any action taken in reliance upon such waiver.
 

In case, by reason of the suspension of or irregularities in regular mail service, it shall be impracticable to mail notice to the Issuer when such notice is
required to be given pursuant to any provision of this Indenture, then any manner of giving such notice as shall be reasonably satisfactory to the Trustee shall be
deemed to be sufficient notice.
 

SECTION 11.5.   Officers’ Certificates and Opinions of Counsel; Statements to Be Contained Therein.
 

  Upon any application or demand by the Issuer to the Trustee to take any action under any of the provisions of this Indenture, or as required
pursuant to the Trust Indenture Act of 1939, the Issuer or Hovnanian, as applicable, shall furnish to the Trustee an Officers’ Certificate stating that all conditions
precedent provided for in this Indenture relating to the proposed action have been complied with and an Opinion of Counsel stating that in the opinion of such
counsel all such conditions precedent have been complied with, except that in the case of any such application or demand as to which the furnishing of such
documents is specifically required by any provision of this Indenture relating to such particular application or demand, no additional certificate or opinion need be
furnished.
 

Each certificate or opinion provided for in this Indenture (other than a certificate provided pursuant to Section 4.3(d)) and delivered to the Trustee with
respect to compliance with a condition or covenant provided for in this Indenture shall include (a) a statement that the person making such certificate or opinion
has read such covenant or condition, (b) a brief statement as to the nature and scope of the examination or investigation upon which the statements or opinions
contained in such certificate or opinion are based, (c) a statement that, in the opinion of such person, he has made such examination or investigation as is
necessary to enable him to express an opinion as to whether or not such covenant or condition has been complied with, and (d) a statement as to whether or not, in
the opinion of such person, such condition or covenant has been complied with.
 

Any certificate, statement or opinion of an officer of the Issuer or Hovnanian, as applicable, may be based, insofar as it relates to legal matters, upon a
certificate or opinion of or representations by counsel, unless such officer knows that the certificate or opinion or representations with respect to the matters upon
which his certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable care should know that the same are
erroneous.  Any certificate, statement or opinion of counsel may be based, insofar as it relates to factual matters, on information with respect to which is in the
possession of the Issuer, or Hovnanian, as applicable, upon the certificate, statement or opinion of or representations by an officer or officers of the Issuer, or
Hovnanian, as applicable, unless such counsel knows that the certificate, statement or opinion or representations with respect to the matters upon which his
certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable care should know that the same are erroneous.
 



Any certificate, statement or opinion of an officer of the Issuer or Hovnanian, as applicable, or of counsel may be based, insofar as it relates to
accounting matters, upon a certificate or opinion of or representations by an accountant or firm of accountants in the employ of the Issuer or Hovnanian, as
applicable, unless such officer or counsel, as the case may be, knows that the certificate or opinion or representations with respect to the accounting matters upon
which his certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable care should know that the same are erroneous.
 

Any certificate or opinion of any independent firm of public accountants filed with and directed to the Trustee shall contain a statement that such firm is
independent.
 

SECTION 11.6.   Payments Due on Saturdays, Sundays and Holidays.
 

  If the date of maturity of principal of or interest, if any, on the Securities of any series or the date fixed for redemption, purchase or repayment
of any such Security shall not be a Business Day, then payment of interest, if any, premium, if any, or principal need not be made on such date, but may be made
on the next succeeding Business Day with the same force and effect as if made on the date of maturity or the date fixed for redemption, purchase or repayment,
and, in the case of payment, no interest shall accrue for the period after such date.
 

SECTION 11.7.   Conflict of Any Provision of Indenture with Trust Indenture Act of 1939.
 

  If and to the extent that any provision of this Indenture limits, qualifies or conflicts with another provision included in this Indenture which is
required to be included herein by any of Sections 310 to 317 of the Trust Indenture Act of 1939, inclusive, or is deemed applicable to this Indenture by virtue of
the provisions of the Trust Indenture Act of 1939, such required provision shall control.
 

SECTION 11.8.   GOVERNING LAW.
 

  THIS INDENTURE, EACH SECURITY AND EACH GUARANTEE SHALL BE DEEMED TO BE A CONTRACT UNDER THE LAWS
OF THE STATE OF NEW YORK AND FOR ALL PURPOSES SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF
SUCH STATE.
 

SECTION 11.9.   Counterparts.
 

  This Indenture may be executed in any number of counterparts, each of which shall be an original; but such counterparts shall together
constitute but one and the same instrument.
 

SECTION 11.10.   Effect of Headings.
 

  The Article and Section headings herein and the Table of Contents are for convenience only and shall not affect the construction hereof.
 

SECTION 11.11.   No Adverse Interpretation of Other Agreements.
 

 The Indenture may not be used to interpret another indenture or loan or debt agreement of the Issuer, Hovnanian or any subsidiary of
Hovnanian, and no such indenture or loan or debt agreement may be used to interpret the Indenture.
 

ARTICLE TWELVE
 

REDEMPTION OF SECURITIES AND SINKING FUNDS
 

SECTION 12.1.   Applicability of Article.
 

  The provisions of this Article shall be applicable to the Securities of any series which are redeemable before their maturity or to any sinking
fund for the retirement of Securities of a series except as otherwise specified, as contemplated by Section 2.3 for Securities of such series.
 

SECTION 12.2.   Notice of Redemption; Partial Redemptions.
 

  Notice of redemption to the Holders of Securities of any series to be redeemed as a whole or in part at the option of the Issuer shall be given by
mailing notice of such redemption by first class mail, postage prepaid, at least 30 days and not more than 60 days prior to the date fixed for redemption to such
Holders of Securities of such series at their last addresses as they shall appear in the Security register.  Any notice which is mailed in the manner herein provided
shall be conclusively presumed to have been duly given, whether or not the Holder receives the notice.  Failure to give notice by mail, or any defect in the notice
to the Holder of any Security of a series designated for redemption as a whole or in part shall not affect the validity of the proceedings for the redemption of any
other Security of such series.
 

The notice of redemption to each such Holder shall specify (i) the principal amount of each Security of such series held by such Holder to be redeemed,
(ii) the date fixed for redemption, (iii) the redemption price, (iv) the place or places of payment, (v) the CUSIP number relating to such Securities, (vi) that
payment will be made upon presentation and surrender of such Securities, (vii) whether such redemption is pursuant to the mandatory or optional sinking fund, or
both, if such be the case, (viii) whether interest, if any, (or, in the case of Original Issue Discount Securities, original issue discount) accrued to the date fixed for
redemption will be paid as specified in such notice and (ix) whether on and after said date interest, if any, (or, in the case of Original Issue Discount Securities,
original issue discount) thereon or on the portions thereof to be redeemed will cease to accrue.  In case any Security of a series is to be redeemed in part only, the
notice of redemption shall state the portion of the principal amount thereof to be redeemed and shall state that on and after the date fixed for redemption, upon
surrender of such Security, a new Security or Securities of such series in principal amount equal to the unredeemed portion thereof will be issued.
 

The notice of redemption of Securities of any series to be redeemed at the option of the Issuer shall be given by the Issuer or, at the Issuer’s request, by
the Trustee in the name and at the expense of the Issuer.
 

On or before the redemption date specified in the notice of redemption given as provided in this Section 12.2, the Issuer will deposit with the Trustee or
with one or more paying agents (or, if the Issuer is acting as its own paying agent, set aside, segregate and hold in trust as provided in Section 3.5) an amount of
money sufficient to redeem on the redemption date all the Securities of such series so called for redemption at the appropriate redemption price, together with



accrued interest, if any, to the date fixed for redemption.  The Issuer will deliver to the Trustee at least 45 days prior to the date fixed for redemption (unless a
shorter notice period shall be satisfactory to the Trustee) an Officers’ Certificate stating the aggregate principal amount of Securities to be redeemed.  In case of a
redemption at the election of the Issuer prior to the expiration of any restriction on such redemption, the Issuer shall deliver to the Trustee, prior to the giving of
any notice of redemption to Holders pursuant to this Section, an Officers’ Certificate stating that such restriction has been complied with.
 

If less than all the Securities of a series are to be redeemed, the Trustee, within 10 Business Days after the Issuer gives written notice to the Trustee that
such redemption is to occur, shall select on a pro rata basis, by lot or in such manner as it shall deem, in its sole discretion, appropriate and fair, Securities of such
series to be redeemed.  Notice of the redemption shall be given only after such selection has been made.  Securities may be redeemed in part in denominations of
$2,000 and multiples of $1,000 in excess thereof in original principal amount of Securities, unless another minimum authorized denomination is specified for
Securities of such series, or any multiple thereof.  The Trustee shall promptly notify the Issuer in writing of the Securities of such series selected for redemption
and, in the case of any Securities of such series selected for partial redemption, the principal amount thereof to be redeemed.  For all purposes of this Indenture,
unless the context otherwise requires, all provisions relating to the redemption of Securities of any series shall relate, in the case of any Security redeemed or to be
redeemed only in part, to the portion of the principal amount of such Security which has been or is to be redeemed.
 

SECTION 12.3.   Payment of Securities Called for Redemption.
 

  If notice of redemption has been given as provided by this Article Twelve, the Securities or portions of Securities specified in such notice shall
become due and payable on the date and at the place or places stated in such notice at the applicable redemption price, together with interest, if any accrued to the
date fixed for redemption, and on and after said date (unless the Issuer shall default in the payment of such Securities at the redemption price, together with
interest, if any, accrued to said date) interest, if any (or, in the case of Original Issue Discount Securities, original issue discount), on the Securities or portions of
Securities so called for redemption shall cease to accrue, and such Securities shall cease from and after the date fixed for redemption (unless an earlier date shall
be specified in a Board Resolution, Officers’ Certificate or executed supplemental indenture referred to in Sections 2.1 and 2.3 by or pursuant to which the form
and terms of the Securities of such series were established) except as provided in Sections 6.5 and 10.4, to be entitled to any benefit or security under this
Indenture, and the Holders thereof shall have no right in respect of such Securities except the right to receive the redemption price thereof and unpaid interest, if
any, to the date fixed for redemption.  On presentation and surrender of such Securities at a place of payment specified in said notice, said Securities or the
specified portions thereof shall be paid and redeemed by the Issuer at the applicable redemption price, together with interest, if any, accrued thereon to the date
fixed for redemption; provided that payment of interest, if any, becoming due on or prior to the date fixed for redemption shall be payable to the Holders of
Securities registered as such on the relevant record date subject to the terms and provisions of Sections 2.3 and 2.7 hereof.
 

If any Security called for redemption shall not be so paid upon surrender thereof for redemption, the redemption price shall, until paid or duly provided
for, bear interest from the date fixed for redemption at the rate of interest or Yield to Maturity (in the case of an Original Issue Discount Security) borne by such
Security.
 

Upon presentation of any Security redeemed in part only, the Issuer shall execute and the Trustee shall authenticate and deliver to or on the order of the
Holder thereof, at the expense of the Issuer, a new Security or Securities of such series, and of like tenor, of authorized denominations, in principal amount equal
to the unredeemed portion of the Security so presented.
 

SECTION 12.4.   Exclusion of Certain Securities from Eligibility for Selection for Redemption.
 

  Securities shall be excluded from eligibility for selection for redemption if they are identified by registration and certificate number in an
Officers’ Certificate delivered to the Trustee at least 45 days prior to the last date on which notice of redemption may be given as being owned of record and
beneficially by, and not pledged or hypothecated by either (a) the Issuer, or (b) a Person specifically identified in such written statement as an Affiliate of the
Issuer.
 

SECTION 12.5.   Mandatory and Optional Sinking Funds.
 

  The minimum amount of any sinking fund payment provided for by the terms of the Securities of any series is herein referred to as a
“mandatory sinking fund payment,” and any payment in excess of such minimum amount provided for by the terms of the Securities of any series is herein
referred to as an “optional sinking fund payment.”  The date on which a sinking fund payment is to be made is herein referred to as the “sinking fund payment
date.”
 

In lieu of making all or any part of any mandatory sinking fund payment with respect to any series of Securities in cash, the Issuer may at its option (a)
deliver to the Trustee Securities of such series theretofore purchased or otherwise acquired (except upon redemption pursuant to the mandatory sinking fund) by
the Issuer or receive credit for Securities of such series (not previously so credited) theretofore purchased or otherwise acquired (except as aforesaid) by the Issuer
and delivered to the Trustee for cancellation pursuant to Section 2.10, (b) receive credit for optional sinking fund payments (not previously so credited) made
pursuant to this Section 12.5, or (c) receive credit for Securities of such series (not previously so credited) redeemed by the Issuer through any optional
redemption provision contained in the terms of such series.  Securities so delivered or credited shall be received or credited by the Trustee at the sinking fund
redemption price specified in such Securities.
 

On or before the 60th day next preceding each sinking fund payment date for any series, the Issuer will deliver to the Trustee an Officers’ Certificate (a)
specifying the portion of the mandatory sinking fund payment to be satisfied by payment of cash and the portion to be satisfied by credit of Securities of such
series and the basis for such credit, (b) stating that none of the Securities of such series to be so credited has theretofore been so credited, (c) stating that no
defaults in the payment of interest or Events of Default with respect to such series have occurred (which have not been waived or cured or otherwise ceased to
exist) and are continuing, and (d) stating whether or not the Issuer intends to exercise its right to make an optional sinking fund payment with respect to such
series and, if so, specifying the amount of such optional sinking fund payment which the Issuer intends to pay on or before the next succeeding sinking fund
payment date.  Any Securities of such series to be credited and required to be delivered to the Trustee in order for the Issuer to be entitled to credit therefor as
aforesaid which have not theretofore been delivered to the Trustee shall be delivered for cancellation pursuant to Section 2.10 to the Trustee with such Officers’
Certificate (or reasonably promptly thereafter if acceptable to the Trustee).  Such Officers’ Certificate shall be irrevocable and upon its receipt by the Trustee the
Issuer shall become unconditionally obligated to make all the cash payments or payments therein referred to, if any, on or before the next succeeding sinking fund
payment date.  Failure of the Issuer, on or before any such 60th day, to deliver such Officers’ Certificate and Securities (subject to the parenthetical clause in the
second preceding sentence) specified in this paragraph, if any, shall not constitute a default but shall constitute, on and as of such date, the irrevocable election of
the Issuer (i) that the mandatory sinking fund payment for such series due on the next succeeding sinking fund payment date shall be paid entirely in cash without
the option to deliver or credit Securities of such series in respect thereof, and (ii) that the Issuer will make no optional sinking fund payment with respect to such
series as provided in this Section 12.5.
 



If the sinking fund payment or payments (mandatory or optional or both) to be made in cash on the next succeeding sinking fund payment date plus any
unused balance of any preceding sinking fund payments made in cash shall exceed $50,000, or a lesser sum if the Issuer shall so request with respect to the
Securities of any particular series, such cash shall be applied on the next succeeding sinking fund payment date to the redemption of Securities of such series at
the sinking fund redemption price together with accrued interest, if any, to the date fixed for redemption.  If such amount shall be $50,000 or less and the Issuer
makes no such request, then it shall be carried over until a sum in excess of $50,000 is available.  The Trustee shall select, in the manner provided in Section 12.2,
for redemption on such sinking fund payment date a sufficient principal amount of Securities of such series to absorb said cash, as nearly as may be, and shall (if
requested in writing by the Issuer) inform the Issuer of the serial numbers of the Securities of such series (or portions thereof) so selected.  The Issuer, or the
Trustee, in the name and at the expense of the Issuer (if the Issuer shall so request the Trustee in writing) shall cause notice of redemption of the Securities of such
series to be given in substantially the manner provided in Section 12.2 (and with the effect provided in Section 12.3) for the redemption of Securities of such
series in part at the option of the Issuer.  The amount of any sinking fund payments not so applied or allocated to the redemption of Securities of such series shall
be added to the next cash sinking fund payment for such series and, together with such payment, shall be applied in accordance with the provisions of this Section
12.5. Any and all sinking fund moneys held on the stated maturity date of the Securities of any particular series (or earlier, if such maturity is accelerated), which
are not held for the payment or redemption of particular Securities of such series shall be applied, together with other moneys, if necessary, sufficient for the
purpose, to the payment of the principal of, and interest, if any, on, the Securities of such series at maturity.
 

On or before 9:00 A.M. on each sinking fund payment date, the Issuer shall pay to the Trustee in cash or shall otherwise provide for the payment of all
interest, if any, accrued to the date fixed for redemption on Securities to be redeemed on such sinking fund payment date.
 

The Trustee shall not redeem or cause to be redeemed any Securities of a series with sinking fund moneys or give any notice of redemption of Securities
for such series by operation of the sinking fund during the continuance of a default in payment of interest on such Securities or of any Event of Default with
respect to such series except that, where the giving of notice of redemption of any Securities shall theretofore have been made, the Trustee shall redeem or cause
to be redeemed such Securities, provided that it shall have received from the Issuer a sum sufficient for such redemption.  Except as aforesaid, any moneys in the
sinking fund for such series at the time when any such default or Event of Default known to a Responsible Officer of the Trustee shall occur, and any moneys
thereafter paid into the sinking fund, shall, during the continuance of such default or Event of Default, be deemed to have been collected under Article Five and
held for the payment of all such Securities.  In case such Event of Default shall have been waived as provided in Section 5.7 or the default cured on or before the
60th day preceding the sinking fund payment date in any year, such moneys shall thereafter be applied on the next succeeding sinking fund payment date in
accordance with this Section to the redemption of such Securities.
 

ARTICLE THIRTEEN
 

GUARANTEES
 

SECTION 13.1.   Applicability of Article.
 

  The provisions of this Article shall be applicable to Hovnanian and to each of the Guarantors specified pursuant to Section 2.3 for the
Guarantee of Securities of a series.
 

SECTION 13.2.   Guarantee.
 

  Each Guarantor of a particular series of Securities hereby unconditionally guarantees (each such guarantee to be referred to herein as a
“Guarantee”), jointly and severally with each other Guarantor of the Securities of that series, if any, to each Holder of such Securities authenticated and delivered
by the Trustee and to the Trustee and its successors and assigns, irrespective of the validity and enforceability of this Indenture, such Securities or the obligations
of the Issuer hereunder or thereunder, (i) the due and punctual payment of the principal of and any premium or interest on such Securities, whether at maturity or
on an interest payment date, by acceleration, pursuant to an offer to purchase such Securities or otherwise, and interest on the overdue principal of and interest, if
any, on such Securities, if lawful, and all other obligations of the Issuer to the Holders of such Securities or the Trustee hereunder or thereunder shall be promptly
paid in full, all in accordance with the terms hereof and thereof including all amounts payable to the Trustee under Section 6.6 hereof, and (ii) in case of any
extension of time of payment or renewal of any such Securities or any of such other obligations, the same shall be promptly paid in full when due or to be
performed in accordance with the terms of the extension or renewal, whether at stated maturity, by acceleration or otherwise.
 

If the Issuer fails to make any payment when due of any amount so guaranteed for whatever reason, the Guarantor of the Securities of that series shall be
obligated, jointly and severally with each other Guarantor, if any, to pay the same immediately.  Each Guarantor hereby agrees that its obligations hereunder shall
be continuing, absolute and unconditional, irrespective of, and shall be unaffected by, the validity, regularity or enforceability of the Securities, this Indenture, the
absence of any action to enforce the same, any waiver or consent by any Holder of the Securities or the Trustee with respect to any provisions hereof or thereof,
the recovery of any judgment against the Issuer, any action to enforce the same or any other circumstance which might otherwise constitute a legal or equitable
discharge or defense of such Guarantor.  Each Guarantor hereby waives diligence, presentment, demand of payment, demand of performance, filing of claims
with a court in the event of insolvency or bankruptcy of the Issuer, any right to require a proceeding first against the Issuer, the benefit of discussion, protest,
notice and all demand whatsoever and covenants that its Guarantee shall not be discharged except by complete performance of the obligations contained in the
Securities guaranteed by such Guarantee, in this Indenture and in this Article 13. If any Holder of Securities of a series guaranteed hereby or the Trustee is
required by any court or otherwise to return to the Issuer or any Guarantor of such Securities, or any custodian, trustee, liquidator or other similar official acting in
relation to the Issuer or any Guarantor, any amount paid by the Issuer or any Guarantor of such Securities to the Trustee or such Holder, this Article 13, to the
extent theretofore discharged with respect to any Guarantee of such Securities, shall be reinstated in full force and effect.  Each Guarantor agrees that it shall not
be entitled to any right of subrogation in relation to the Holders of Securities of a series guaranteed hereby by such Guarantor in respect of any obligations
guaranteed hereby by such Guarantee until payment in full of all such obligations.  Each Guarantor further agrees that, as between such Guarantor, on the one
hand, and the Holders of Securities of a series guaranteed hereby by such Guarantor and the Trustee on the other hand, (i) the maturity of the obligations
guaranteed hereby may be accelerated as provided in Article Five hereof for the purposes of such Guarantee, notwithstanding any stay, injunction or other
prohibition preventing such acceleration in respect of the obligations guaranteed hereby and (ii) in the event of any acceleration of such obligations as provided in
Article Five hereof such obligations (whether or not due and payable) shall forthwith become due and payable by such Guarantor, jointly and severally with any
other Guarantor of such Securities, for the purpose of this Article Thirteen.  In addition, without limiting the foregoing, upon the effectiveness of an acceleration
under Article Five, the Trustee may make a demand for payment on the Securities under any Guarantee provided hereunder and not discharged.
 

With respect to each Guarantee by a Guarantor, such Guarantor shall be subrogated to all rights of the Holder of any Securities guaranteed hereby by
such Guarantee against the Issuer in respect of any amounts paid to such Holder by such Guarantor pursuant to the provisions of such Guarantee; provided that
the Guarantor shall not be entitled to enforce, or to receive any payments arising out of or based upon, such right of subrogation until the principal of and interest
on all such Securities shall have been paid in full.
 



The Guarantee set forth in this Section 13.2 shall not be valid or become obligatory for any purpose with respect to a Security until the certificate of
authentication on such Security shall have been signed by the Trustee or any duly appointed agent.
 

SECTION 13.3.   Obligations of the Guarantor Unconditional.
 

  Nothing contained in this Article Thirteen or elsewhere in this Indenture or in any Security is intended to or shall impair, as between a
Guarantor and the Holders of the Securities guaranteed by such Guarantor’s Guarantee, the obligations of such Guarantor, which are absolute and unconditional,
to pay to such Holders the principal of and interest on the Securities as and when the same shall become due and payable in accordance with the provisions of this
Guarantee or is intended to or shall affect the relative rights of such Holders and creditors of such Guarantor, nor shall anything herein or therein prevent the
Trustee or such Holder from exercising all remedies otherwise permitted by applicable law upon Default under this Indenture in respect of cash, property or
securities of such Guarantor received upon the exercise of any such remedy.
 

Upon any distribution of assets of a Guarantor referred to in this Article Thirteen, the Trustee, subject to the provisions of Sections 6.1 and 6.2, and the
Holders of the Securities guaranteed hereby by such Guarantor shall be entitled to rely upon any order or decree made by any court of competent jurisdiction in
which such dissolution, winding up, liquidation or reorganization proceedings are pending, or a certificate of the liquidating trustee or agent or other person
making any distribution to the Trustee or to such Holders, for the purpose of ascertaining the persons entitled to participate in such distribution, the holders of
other indebtedness of such Guarantor, the amount thereof or payable thereon, the amount or amounts paid or distributed thereon and all other facts pertinent
thereto or to this Article Thirteen.
 

SECTION 13.4.   Article Thirteen Not to Prevent Events of Default.
 

  The failure to make a payment on account of principal or interest on the Securities of any series by reason of any provision in this Article
Thirteen shall not be construed as preventing the occurrence of an Event of Default under Section 5.1.
 

SECTION 13.5.   Execution and Delivery of Guarantee.
 

  To evidence a Guarantee set forth in this Article Thirteen, the Guarantor hereby agrees that the Guarantee Notation, substantially in the form of
Exhibit A hereto, shall be endorsed on each Security authenticated and delivered by the Trustee that is guaranteed by such Guarantee and that this Indenture or
indenture supplemental hereto shall be executed on behalf of such Guarantor by its Chairman of the Board, its president or chief executive officer, any vice
president, the chief financial officer or the treasurer.  Such signatures may be the manual or facsimile signatures of the present or any future such officers.
 

Each Guarantor hereby agrees that its Guarantee shall remain in full force and effect notwithstanding any failure to endorse the Guarantee Notation on
each such Security.
 

If an officer whose signature is on this Indenture or indenture supplemental hereto or on the Securities guaranteed hereby no longer holds that office at
the time the Trustee authenticates the Security on which a notation of the Guarantee is endorsed, such Guarantee shall be valid nevertheless.
 

The delivery of any Security by the Trustee, after the authentication thereof hereunder, shall constitute due delivery of each Guarantee thereof.
 

SECTION 13.6.   Limitation on Guarantor Liability.
 

  Notwithstanding anything to the contrary in this Article, each Guarantor, and by its acceptance of a Security, each Holder, hereby confirms that it is the
intention of all such parties that the Guarantee of such Guarantor not constitute a fraudulent conveyance under applicable fraudulent conveyance provisions of the
Bankruptcy Code or any comparable provision of state law.  To effectuate that intention, the Trustee, the Holders and the Guarantors hereby irrevocably agree that
the obligations of each Guarantor under its Guarantee are limited to the maximum amount that would not render the Guarantor’s obligations subject to avoidance
under applicable fraudulent conveyance provisions of the Bankruptcy Code or any comparable provision of state law.
 

ARTICLE FOURTEEN                                         
 

SECTION 14.1.   Release of the Issuer.
 

  The Issuer shall be released from its obligations under this Indenture and the Securities, without the consent of the Holders, if: (1) Hovnanian or any
successor to Hovnanian has assumed the obligations of the Issuer under this Indenture and the Securities, by supplemental indenture executed and delivered to the
Trustee and satisfactory in form to the Trustee, (2) Hovnanian delivers an Opinion of Counsel to the Trustee to the effect that Holders will not recognize income,
gain or loss for United States federal income tax purposes as a result of such release, and such Holders will be subject to United States federal income tax on the
same amounts, in the same manner and at the same times as would have been the case if such release had not occurred and (3) the Issuer shall (w) become a
Guarantor subject to the provisions of Article Thirteen hereof, (x) execute a Guarantee Notation, substantially in the form of Exhibit A hereto, (y) execute a
supplemental indenture evidencing its Guarantee and (z) deliver an Opinion of Counsel to the Trustee to the effect that the supplemental indenture has been duly
authorized, executed and delivered by the Issuer and constitutes a valid and binding obligation of the Issuer, enforceable against the Issuer in accordance with its
terms (subject to customary exceptions).
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SIGNATURES
 

IN WITNESS WHEREOF, the parties hereto have caused this Indenture to be duly executed, all as of the date first above written.
 
 K. HOVNANIAN ENTERPRISES, INC.,

AS ISSUER

By:/s/ J. Larry Sorsby
Name:  J. Larry Sorsby
Title:    Executive Vice President and Chief Financial Officer

  
  
 HOVNANIAN ENTERPRISES, INC.,

 AS GUARANTOR

By:/s/ J. Larry Sorsby
Name:  J. Larry Sorsby
Title:    Executive Vice President and Chief Financial Officer

  
  
WILMINGTON TRUST COMPANY, AS TRUSTEE

By:/s/ Joshua C. Jones
Name:  Joshua C. Jones
Title:    Financial Services Officer
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EXHIBIT A

[FORM OF NOTATION OF SECURITY
 

RELATING TO GUARANTEE]
 

GUARANTEE
 

[Name of Guarantor] (hereinafter referred to as the “Guarantor”, which term includes any successor person under the Indenture (the “Indenture”) referred
to in the Security upon which this notation is endorsed) (the “Endorsed Security”), has unconditionally guaranteed, jointly and severally with each other
Guarantor (i) the due and punctual payment of the principal of, premium, if any, and interest on the Endorsed Security and all other Securities of the same series
as the Endorsed Security (the “Guaranteed Securities”), whether at maturity, by acceleration or otherwise, the due and punctual payment of interest on the overdue
principal of, premium, if any, and interest, if any, on the Guaranteed Securities, to the extent lawful, and the due and punctual performance of all other obligations
of the Issuer to the Holders of Guaranteed Securities or the Trustee all in accordance with the terms set forth in Article Thirteen of the Indenture and (ii) in case of
any extension of time of payment or renewal of any Guaranteed Securities or any of such other obligations, that the same will be promptly paid in full when due
or performed in accordance with the terms of the extension or renewal, whether at stated maturity, by acceleration or otherwise.  Capitalized terms not otherwise
defined herein shall have the meanings ascribed thereto in the Indenture.
 

The obligations of the Guarantor to the Holders of Guaranteed Securities and to the Trustee pursuant to the Guarantee evidenced hereby and the
Indenture are expressly set forth in Article Thirteen of the Indenture and reference is hereby made to such Indenture for the terms of such Guarantee.
 

No stockholder, officer, director, employee or incorporator, as such, past, present or future, of the Guarantor shall have any personal liability under the
Guarantee evidenced hereby by reason of his or its status as such stockholder, officer, director, employee or incorporator.  Each Holder of a Guaranteed Security
by accepting a Guaranteed Security waives and releases all such liability.  This waiver and release are part of the consideration for the issuance of the Guarantee.
 
Each Holder of a Guaranteed Security by accepting a Guaranteed Security agrees that any Guarantor named below shall have no further liability with respect to
its Guarantee if such Guarantor otherwise ceases to be liable in respect of its Guarantee in accordance with the terms of the Indenture.
 

The Guarantee evidenced hereby shall not be valid or obligatory for any purpose until the certificate of authentication of the Guaranteed Securities shall
have been executed by the Trustee under the Indenture by the manual signature of one of its authorized officers.
 

Guarantor

[NAME OF GUARANTOR]

_______________________
By:
Title:
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EXHIBIT B

[SUBSIDIARY GUARANTORS]



 
Exhibit 4(c)

K. HOVNANIAN ENTERPRISES, INC.
 

Issuer
 

and
 

HOVNANIAN ENTERPRISES, INC.
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TRUST COMPANY, as Trustee:
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SENIOR SUBORDINATED INDENTURE
 

SENIOR SUBORDINATED INDENTURE, dated as of February 9, 2011 among K. Hovnanian Enterprises, Inc., a California corporation (the “Issuer”),
Hovnanian Enterprises, Inc., a Delaware corporation (“Hovnanian”), Subsidiary Guarantors of Hovnanian that become parties hereto from time to time and
Wilmington Trust Company, a Delaware banking corporation, as trustee (the “Trustee”).
 

RECITALS OF THE ISSUER:
 

WHEREAS, the Issuer has duly authorized the issuance from time to time of its unsecured debentures, notes or other evidences of indebtedness to be
issued in one or more series (the “Securities”) up to such principal amount or amounts as may from time to time be authorized in accordance with the terms of this
Indenture; and
 

WHEREAS, the Issuer has duly authorized the execution and delivery of this Indenture to provide, among other things, for the authentication, delivery
and administration of the Securities; and
 

WHEREAS, all things necessary to make this Indenture a valid indenture and agreement according to its terms have been undertaken and completed.
 

RECITALS OF GUARANTORS:
 

WHEREAS, each Guarantor desires to make the Guarantees provided for herein; and
 

WHEREAS, all things necessary to make this Indenture a valid agreement of each of the Guarantors, in accordance with its terms, have been done and
the Guarantor will do all things necessary to make the Guarantees, when executed by each of the Guarantors and endorsed on the Securities authenticated and
delivered hereunder, the valid obligations of each Guarantor as hereinafter provided.
 

NOW, THEREFORE, THIS INDENTURE WITNESSETH:
 

For and in consideration of the premises and the purchase of the Securities by the Holders thereof, it is mutually covenanted and agreed, for the equal
and proportionate benefit of all Holders of the Securities or of series thereof, as follows:
 

ARTICLE ONE
 

DEFINITIONS
 

SECTION 1.1.   Definitions.
 

  For all purposes of this Indenture and of any indenture supplemental hereto the following terms shall have the respective meanings specified in
this Section 1.1 (except as otherwise expressly provided herein or in any indenture supplemental hereto or unless the context otherwise clearly requires).  All other
terms used in this Indenture that are defined in the Trust Indenture Act of 1939, including terms defined therein by reference to the Securities Act of 1933, as
amended (the “Securities Act”), shall have the meanings assigned to such terms in said Trust Indenture Act of 1939 and in the Securities Act as in force at the
date of this Indenture (except as otherwise expressly provided herein or in any indenture supplemental hereto or unless the context otherwise clearly requires).
 

All accounting terms used herein and not expressly defined shall have the meanings assigned to such terms in accordance with generally accepted
accounting principles, and the term “generally accepted accounting principles” means such accounting principles as are generally accepted in the United States of
America on the date of this Indenture.
 

The words “herein”, “hereof” and “hereunder” and other words of similar import refer to this Indenture as a whole and not to any particular Article,
Section or other subdivision.  The expressions “date of this Indenture”, “date hereof”, “date as of which this Indenture is dated” and “date of execution and
delivery of this Indenture” and other expressions of similar import refer to the effective date of the original execution and delivery of this Indenture, viz. as
of  February 9, 2011.
 

The terms defined in this Article have the meanings assigned to them in this Article and include the plural as well as the singular.
 

“Affiliate” of any specified Person means any other Person directly or indirectly controlling or controlled by or under direct or indirect common control
with such specified Person.  For the purposes of this definition, “control” when used with respect to any specified Person means the power to direct the
management and policies of such Person, directly or indirectly, whether through the ownership of voting securities, by contract or otherwise; and the terms
“controlling” and “controlled” have meanings correlative to the foregoing.
 

“Authenticating Agent” shall have the meaning set forth in Section 6.14.
 

“Bankruptcy Code” means the United States Bankruptcy Code, 11 United States Code §§ 101 et seq., or any successor statute thereto.
 

“Board of Directors” means when used with reference to the Issuer or Hovnanian, as the case may be, the board of directors or any duly authorized
committee of that board or any director or directors and/or officer or officers to whom that board or committee shall have duly delegated its authority.
 

“Board Resolution” means (1) one or more resolutions, certified by the secretary or an assistant secretary of the Issuer or Hovnanian, as applicable, to
have been duly adopted or consented to by the Board of Directors of the Issuer or Hovnanian, as applicable, and to be in full force and effect, or (2) a certificate
signed by the director or directors and/or officer or officers to whom the Board of Directors or any duly authorized committee of that Board shall have duly
delegated its authority, in each case delivered to the Trustee for the Securities of any series.
 

“Business Day” means, with respect to any Security, unless otherwise specified in a Board Resolution and an Officers’ Certificate with respect to a
particular series of Securities, a day that (a) in the Place of Payment (or in any of the Places of Payment, if more than one) in which amounts are payable, as



specified in the form of such Security, and (b) in the city in which the Corporate Trust Office is located, is not a day on which banking institutions are authorized
or required by law or regulation to close.
 

“Commission” means the Securities and Exchange Commission, as from time to time constituted, created under the Exchange Act or, if at any time after
the execution and delivery of this Indenture such Commission is not existing and performing the duties now assigned to it under the Trust Indenture Act of 1939,
then the body performing such duties on such date.
 

“Corporate Trust Office” means the office of the Trustee of a series of Securities at which the trust created by this Indenture shall, at any particular time,
be principally administered, which office is, at the date as of which this Indenture is dated, located at Rodney Square North, 1100 North Market Street,
Wilmington, DE 19890.
 

“Covenant Defeasance” has the meaning set forth in Section 10.3.
 

“Depositary” means, with respect to the Securities of any series issuable or issued in the form of one or more Global Securities, the Person designated as
Depositary by the Issuer pursuant to Section 2.3 until a successor Depositary shall have become such pursuant to the applicable provisions of this Indenture, and
thereafter “Depositary” shall mean or include each Person who is then a Depositary hereunder, and, if at any time there is more than one such Person,
“Depositary” as used with respect to the Securities of any such series shall mean the Depositary with respect to the Global Securities of such series.
 

“Dollars” and the sign “$” means the coin and currency of the United States of America as at the time of payment is legal tender for the payment of
public and private debts.
 

“Eligible Guarantors” means Hovnanian, each of Hovnanian’s subsidiaries listed on Exhibit B hereto and each other subsidiary of Hovnanian that
Guarantees a series of Securities established under this Indenture.
 

“Event of Default” means any event or condition specified as such in Section 5.1.
 

“Exchange Act” means the Securities Exchange Act of 1934, as amended.
 

“Global Security” means a Security evidencing all or a part of a series of Securities issued to the Depositary for such series in accordance with Section
2.3 and bearing the legend prescribed in Section 2.4.
 

“Guarantee” has the meaning specified in Section 14.2.
 

“Guarantor” has the meaning specified in Section 2.3.
 

“Holder”, “Holder of Securities”, “Securityholder” or other similar terms mean, in the case of any Security, the Person in whose name such Security is
registered in the security register kept by the Issuer for that purpose in accordance with the terms hereof.
 

“Hovnanian” means Hovnanian Enterprises, Inc., a Delaware corporation.
 

“Indebtedness” with respect to any Person means, without duplication:
 

(a) (i)  the principal of and premium, if any, and interest, if any, on indebtedness for money borrowed of such Person, indebtedness
of such Person evidenced by bonds, notes, debentures or similar obligations, and any guaranty by such Person of any indebtedness for money borrowed
or indebtedness evidenced by bonds, notes, debentures or similar obligations of any other Person, whether any such indebtedness or guaranty is
outstanding on the date of this Indenture or is thereafter created, assumed or incurred, (ii) obligations of such Person for the reimbursement of any
obligor on any letter of credit, banker’s acceptance or similar credit transaction; (iii) the principal of and premium, if any, and interest, if any, on
indebtedness incurred, assumed or guaranteed by such Person in connection with the acquisition by it or any of its subsidiaries of any other businesses,
properties or other assets; (iv) lease obligations which such Person capitalizes in accordance with ASC Topic 840 promulgated by the Financial
Accounting Standards Board or such other generally accepted accounting principles as may be from time to time in effect; (v) any indebtedness of such
Person representing the balance deferred and unpaid of the purchase price of any property or interest therein (except any such balance that constitutes an
accrued expense or trade payable) and any guaranty, endorsement or other contingent obligation of such Person in respect of any indebtedness of another
that is outstanding on the date of this Indenture or is thereafter created, assumed or incurred by such Person; and (vi) obligations of such Person under
interest rate, commodity or currency swaps, caps, collars, options and similar arrangements; and

 
(b) any amendments, modifications, refundings, renewals or extensions of any indebtedness or obligation described as Indebtedness

in clause (a) above.
 

“Indenture” means this instrument as originally executed and delivered or, if amended or supplemented as herein provided, as so amended or
supplemented or both, including, for all purposes of this instrument and any such supplement, the provisions of the Trust Indenture Act of 1939 that are deemed to
be a part of and govern this instrument and any such supplement, respectively, and shall include the forms and terms of particular series of Securities established
as contemplated hereunder.
 

“interest” means, when used with respect to non-interest bearing Securities (including, without limitation, any Original Issue Discount Security that by
its terms bears interest only after maturity or upon default in any other payment due on such Security), interest payable after maturity (whether at stated maturity,
upon acceleration or redemption or otherwise) or after the date, if any, on which the Issuer becomes obligated to acquire a Security, whether upon conversion, by
purchase or otherwise.
 

“Issuer” means K. Hovnanian Enterprises, Inc., a California corporation, and, subject to Article Nine, its successors and assigns.
 

“Issuer Order” means a written statement, request or order of the Issuer, which is signed in its name by the chairman of the Board of Directors, the chief
financial officer, the president or chief executive officer, any vice president or the treasurer of the Issuer, and delivered to the Trustee.
 

“Legal Defeasance” has the meaning specified in Section 10.2.
 



“Officers’ Certificate”, when used with respect to the Issuer or Hovnanian, means a certificate signed by the chairman of the Board of Directors, the
president or chief executive officer, or any vice president and by the chief financial officer, the treasurer, any assistant treasurer, the controller, any assistant
controller, the secretary or any assistant secretary of the Issuer or Hovnanian, as the case may be.  Each such certificate shall include the statements provided for
in Section 11.5 if and to the extent required by the provisions of such Section 11.5. One of the officers signing an Officers’ Certificate given pursuant to Section
4.3 shall be the principal executive, financial or accounting officer of the Issuer or Hovnanian, as the case may be.
 

“Opinion of Counsel” means an opinion in writing signed by the chief counsel of the Issuer or Hovnanian or by such other legal counsel who may be an
employee of or counsel to the Issuer or Hovnanian and who shall be reasonably satisfactory to the Trustee.  Each such opinion shall include the statements
provided for in Section 11.5, if and to the extent required by the provisions of such Section 11.5.
 

“original issue date” of any Security (or portion thereof) means the earlier of (a) the date of such Security or (b) the date of any Security (or portion
thereof) for which such Security was issued (directly or indirectly) on registration of transfer, exchange or substitution.
 

“original issue discount” of any debt security, including any Original Issue Discount Security, means the difference between the principal amount of such
debt security and the initial issue price of such debt security (as set forth in the case of an Original Issue Discount Security on the face of such Security).
 

“Original Issue Discount Security” means any Security that provides for an amount less than the principal amount thereof to be due and payable upon a
declaration of acceleration of the maturity thereof pursuant to Article Five.
 

“Outstanding” when used with reference to Securities, shall, subject to the provisions of Section 7.4, mean, as of any particular time, all Securities
authenticated and delivered by the Trustee under this Indenture, except:
 

(a) Securities theretofore cancelled by the Trustee or delivered to the Trustee for cancellation;
 

(b) Securities (other than Securities of any series as to which the provisions of Article Ten hereof shall not be applicable), or portions
thereof, for the payment or redemption of which moneys or U.S. Government Obligations (as provided for in Section 10.1) in the necessary amount shall
have been deposited in trust with the Trustee or with any paying agent (other than the Issuer) or shall have been set aside, segregated and held in trust by
the Issuer for the Holders of such Securities (if the Issuer shall act as its own paying agent), provided that, if such Securities, or portions thereof, are to be
redeemed prior to the maturity thereof, notice of such redemption shall have been given as herein provided, or provision satisfactory to the Trustee shall
have been made for giving such notice; and

 
(c) Securities which shall have been paid or in substitution for which other Securities shall have been authenticated and delivered

pursuant to the terms of Section 2.9 (except with respect to any such Security as to which proof satisfactory to the Trustee is presented that such Security
is held by a Person in whose hands such Security is a legal, valid and binding obligation of the Issuer).

 
In determining whether the Holders of the requisite aggregate principal amount of Outstanding Securities of any or all series have given any request,

demand, authorization, direction, notice, consent or waiver hereunder, the principal amount of an Original Issue Discount Security that shall be deemed to be
Outstanding for such purposes shall be the portion of the principal amount thereof that would be due and payable as of the date of such determination (as certified
by the Issuer to the Trustee) upon a declaration of acceleration of the maturity thereof pursuant to Article Five.
 

“paying agent” refers to a Person engaged to perform the obligations of the Trustee in respect of payments made or funds held hereunder in respect of
the Securities.
 

“Periodic Offering” means an offering of Securities of a series from time to time, the specific terms of which Securities, including, without limitation,
the rate or rates of interest, if any, thereon, the stated maturity or maturities thereof and the redemption provisions, if any, with respect thereto, are to be
determined by the Issuer or its agents upon the issuance of such Securities.
 

“Person” means any individual, corporation, limited liability company, partnership, joint venture, association, joint stock company, trust, estate,
unincorporated organization or government or any agency or political subdivision thereof.
 

“Place of Payment”, when used with respect to the Securities of any series, means the place or places where the principal of and interest, if any, on the
Securities of such series are payable as determined in accordance with Section 2.3.
 

“principal” of a debt security, including any Security, means the amount (including, without limitation, if and to the extent applicable, any premium and,
in the case of an Original Issue Discount Security, any accrued original issue discount, but excluding interest) that is payable with respect to such debt security as
of any date and for any purpose (including, without limitation, in connection with any sinking fund, if any, upon any redemption at the option of the Issuer, upon
any purchase or exchange at the option of the Issuer or the holder of such debt security and upon any acceleration of the maturity of such debt security).
 

“principal amount” of a debt security, including any Security, means the principal amount as set forth on the face of such debt security.
 

“record date” shall have the meaning set forth in Section 2.7.
 

“Responsible Officer”, when used with respect to the Trustee of a series of Securities, means any officer of the Trustee with direct responsibility for the
administration of the trust created by this Indenture.
 

“Restricted Subsidiary” means (a) any Subsidiary of the Issuer other than an Unrestricted Subsidiary, and (b) any Subsidiary of the Issuer which was an
Unrestricted Subsidiary but which, subsequent to the date hereof, is designated by the Issuer (by Board Resolution) to be a Restricted Subsidiary; provided,
however, that the Issuer may not designate any such Subsidiary to be a Restricted Subsidiary if the Issuer would thereby breach any covenant or agreement herein
contained (on the assumptions that any outstanding Indebtedness of such Subsidiary was incurred at the time of such designation).
 

“Securities Act” shall have the meaning set forth in Section 1.1.
 

“Security” or “Securities” has the meaning stated in the first recital of this Indenture and more particularly means any Securities authenticated and
delivered under this Indenture; provided, however that if at any time there is more than one Person acting as Trustee under this Instrument, “Securities” with



respect to the Indenture as to which such Person is Trustee shall have the meaning stated in the first recital of this instrument and shall more particularly mean
Securities authenticated and delivered under this instrument, exclusive, however, of Securities of any series as to which such Person is not Trustee.
 

“Senior Indebtedness of the Issuer” means Indebtedness of the Issuer outstanding at any time (other than the Indebtedness evidenced by the Securities of
any series) except (a) any Indebtedness as to which, by the terms of the instrument creating or evidencing such Indebtedness, it is provided that such Indebtedness
is not senior or prior in right of payment to the Securities of a series or is pari passu or subordinate by its terms in right of payment to such Securities, (b)
renewals, extensions and modifications of any such Indebtedness, (c) any Indebtedness of the Issuer to a wholly-owned Subsidiary of the Issuer, (d) interest
accruing after the filing of a petition initiating any proceeding referred to in Sections 5.1(e) and 5.1(f) unless such interest is an allowed claim enforceable against
the Issuer in a proceeding under federal or state bankruptcy laws, (e) trade payables and (f) any liability for federal, state or local taxes.
 

“Senior Indebtedness of each Guarantor” means Indebtedness of a Guarantor outstanding at any time (other than a Guarantee) except (a) any
Indebtedness as to which, by the terms of the instrument creating or evidencing such Indebtedness, it is provided that such Indebtedness is not senior or prior in
right of payment to a Guarantee or is pari passu or subordinate by its terms in right of payment to a Guarantee, (b) renewals, extensions and modifications of any
such Indebtedness, (c) any Indebtedness of a Guarantor to a wholly-owned Subsidiary of the Guarantor, (d) interest accruing after the filing of a petition initiating
any proceeding referred to in Sections 5.1(e) and 5.1(f) unless such interest is an allowed claim enforceable against the Guarantor in a proceeding under federal or
state bankruptcy laws, (e) trade payables and (f) any liability for federal, state or local taxes
 

“Senior Subordinated Indebtedness” means the Securities of a series and any other Indebtedness of the Issuer that ranks pari passu with such
Securities.  Any Indebtedness of the Issuer that is subordinate or junior by its terms in right of payment to any other Indebtedness of the Issuer shall be
subordinate to Senior Subordinated Indebtedness unless the instrument creating or evidencing the same or pursuant to which the same is outstanding specifically
provides that such Indebtedness (i) is to rank pari passu with other Senior Subordinated Indebtedness and (ii) is not subordinated by its terms to any Indebtedness
of the Issuer which is not Senior Indebtedness.
 

 “Significant Subsidiary” means any Subsidiary which is a “significant subsidiary” of the Issuer within the meaning of Rule 1.02(w) of Regulation S-K
promulgated by the Commission as in effect on the date of this Indenture.
 

“Subsidiary” of any specified Person means any corporation, association or other business entity of which such Person, or such Person and one or more
Subsidiaries of such Person, or any one or more Subsidiaries of such Person, directly or indirectly own voting securities entitling any one or more of such Persons
and its Subsidiaries to elect a majority of the directors or other persons performing such functions, either at all times or, so long as there is no default or
contingency which permits the holders of any other class or classes of securities to vote for the election of one or more directors or other persons performing such
functions.
 

“Trust Indenture Act of 1939” (except as otherwise provided in Sections 8.1 and 8.2) means the Trust Indenture Act of 1939, as amended by the Trust
Indenture Reform Act of 1990, as in force at the date as of which this Indenture is originally executed.
 

“Trustee” means the Person identified as “Trustee” in the first paragraph hereof and, subject to the provisions of Article Six, shall also include any
successor trustee.  “Trustee” shall also mean or include each Person who is then a trustee hereunder and, if at any time there is more than one such Person,
“Trustee” as used with respect to the Securities of any series shall mean the trustee with respect to the Securities of such series.
 

“Unrestricted Subsidiary” means (a) any Subsidiary of the Issuer acquired or organized after the date hereof, provided, however, that such Subsidiary
shall not be a successor, directly or indirectly, to any Restricted Subsidiary, and (b) any Subsidiary of the Issuer substantially all the assets of which consist of
stock or other securities of a Subsidiary or Subsidiaries of the character described in clause (a) of this paragraph, unless and until such Subsidiary shall have been
designated to be a Restricted Subsidiary pursuant to clause (b) of the definition of “Restricted Subsidiary”.
 

“U.S. Government Obligations” means non-callable, non-payable bonds, notes, bills or other similar obligations issued or guaranteed by the United
States government or any agency thereof the full and timely payment of which are backed by the full faith and credit of the United States of America.
 

“vice president,” when used with respect to the Issuer, Hovnanian or the Trustee, means any vice president, regardless of whether designated by a
number or a word or words added before or after the title “vice president.”
 

“Yield to Maturity” means the yield to maturity on a series of Securities, calculated at the time of issuance of such series, or, if applicable, at the most
recent redetermination of interest on such series, and calculated in accordance with generally accepted financial practice or as otherwise provided in the terms of
such series of Securities.
 

ARTICLE TWO
 

SECURITIES
 

SECTION 2.1.   Forms Generally.
 

  The Securities of each series shall be substantially in such form (not inconsistent with this Indenture) as shall be established by or pursuant to
one or more Board Resolutions (as set forth in a Board Resolution or, to the extent established pursuant to rather than set forth in a Board Resolution, an Officers’
Certificate detailing such establishment) or in one or more indentures supplemental hereto, in each case with such appropriate insertions, omissions, substitutions
and other variations as are required or permitted by this Indenture, and may have imprinted or otherwise reproduced thereon such legend or legends or
endorsements, not inconsistent with the provisions of this Indenture, as may be required to comply with any law or with any rules or regulations pursuant thereto,
or with any rules of any securities exchange or to conform to general usage, all as may be determined by the officers executing such Securities, as evidenced by
their execution of such Securities.
 

The definitive Securities shall be printed, lithographed or engraved on steel engraved borders or may be produced in any other manner, all as determined
by the officers executing such Securities as evidenced by their execution of such Securities.
 

SECTION 2.2.   Form of Trustee’s Certificate of Authentication.
 

  The Trustee’s certificate of authentication on all Securities shall be substantially as follows:
 

This is one of the Securities of the series designated herein referred to in the within mentioned Indenture.



 
______________________, as Trustee

 By_____________________________
 Authorized Signatory

If at any time there shall be an Authenticating Agent appointed with respect to any series of Securities, then the Securities of such series shall bear, in
addition to the Trustee’s certificate of authentication, an alternate Certificate of Authentication which shall be substantially as follows:
 

This is one of the Securities of the series designated herein referred to in the within mentioned Indenture.
 

__________________________, as Trustee

 By________________________
 as Authenticating Agent

 By________________________
 Authorized Signatory

SECTION 2.3.   Amount Unlimited, Issuable in Series.
 

  The aggregate principal amount of Securities which may be authenticated and delivered under this Indenture is unlimited.
 

The Securities may be issued in one or more series and the Securities of each such series shall rank equally and pari passu with the Securities of each
other series, but all Securities issued hereunder shall be subordinate and junior in right of payment, to the extent and in the manner set forth in Article Thirteen or
the applicable Board Resolution, Officers’ Certificate or supplemental indenture referred to below and relating to such Securities, to all Senior Indebtedness of the
Issuer.  There shall be established in or pursuant to one or more Board Resolutions (and, to the extent established pursuant to rather than set forth in a Board
Resolution, in an Officers’ Certificate detailing such establishment) or established in one or more indentures supplemental hereto, prior to the initial issuance of
Securities of any series:
 

(1) the designation of the Securities of the series, which shall distinguish the Securities of such series from the Securities of all other
series;

 
(2) any limit upon the aggregate principal amount of the Securities of the series that may be authenticated and delivered under this

Indenture (except for Securities authenticated and delivered upon registration of transfer of, or in exchange for, or in lieu of, other Securities of the series
pursuant to Section 2.8, 2.9, 2.11, 8.5 or 12.3);

 
(3) the date or dates on which the principal of the Securities of the series is payable;

 
(4) the rate or rates at which the Securities of the series shall bear interest, if any, the date or dates from which any such interest shall

accrue, on which any such interest shall be payable and on which a record shall be taken for the determination of Holders to whom any such interest is
payable or the method by which such rate or rates or date or dates shall be determined or both;

 
(5) the place or places where and the manner in which the principal of, premium, if any, and interest, if any, on Securities of the

series shall be payable (if other than as provided in Section 3.2) and the office or agency for the Securities of the series maintained by the Issuer pursuant
to Section 3.2;

 
(6) the right, if any, of the Issuer to redeem, purchase or repay Securities of the series, in whole or in part, at its option and the period

or periods within which, the price or prices (or the method by which such price or prices shall be determined or both) at which, the form or method of
payment therefor if other than in cash and any terms and conditions upon which and the manner in which (if different from the provisions of Article
Twelve) Securities of the series may be so redeemed, purchased or repaid, in whole or in part, pursuant to any sinking fund or otherwise;

 
(7) the obligation, if any, of the Issuer to redeem, purchase or repay Securities of the series in whole or in part pursuant to any

mandatory redemption, sinking fund or analogous provisions 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 shall be determined or both) at which, the form or method of payment therefor if other than in cash
and any terms and conditions upon which and the manner in which (if different from the provisions of Article Twelve) Securities of the series shall be
redeemed, purchased or repaid, in whole or in part, pursuant to such obligation;

 
(8) if other than denominations of $2,000 and integral multiples of $1,000 in excess thereof, the denominations in which Securities

of the series shall be issuable;
 

(9) if other than the principal amount thereof, the portion of the principal amount of Securities of the series which shall be payable
upon acceleration of the maturity thereof;

 
(10) whether Securities of the series will be issuable as Global Securities;

 



(11) if the Securities of such series are to be issuable in definitive form (whether upon original issue or upon exchange of a
temporary Security of such series) only upon receipt of certain certificates or other documents or satisfaction of other conditions, the form and terms of
such certificates, documents or conditions;

 
(12) any trustees, depositaries, authenticating or paying agents, transfer agents or registrars or any other agents with respect to the

Securities of such series;
 

(13) any deleted, modified or additional events of default or remedies or any deleted, modified or additional covenants with respect
to the Securities of such series;

 
(14) whether the provisions of Article Ten will not be applicable to Securities of such series;

 
(15) any provision relating to the issuance of Securities of such series at an original issue discount (including, without limitation, the

issue price thereof, the rate or rates at which such original issue discount shall accrete, if any, and the date or dates from or to which or period or periods
during which such original issue discount shall accrete at such rate or rates);

 
(16) if other than Dollars, the foreign currency in which payment of the principal of, premium, if any, and interest, if any, on the

Securities of such series shall be payable;
 

(17) if other than Wilmington Trust Company is to act as Trustee for the Securities of such series, the name and Corporate Trust
Office of such Trustee;

 
(18) if the amounts of payments of principal of, premium, if any, and interest, if any, on the Securities of such series are to be

determined with reference to an index, the manner in which such amounts shall be determined;
 

(19) the terms for conversion or exchange, if any, with respect to the Securities of such series;
 

(20) which, if any, of the Eligible Guarantors, in addition to Hovnanian, shall guarantee the Securities of such series on the terms set
forth in Article Fourteen (Hovnanian, together with each of the other Eligible Guarantors that guarantee the Securities on the terms set forth in Article
Fourteen, if any, a “Guarantor”); and

 
(21) any other terms of the Securities of such series (which terms shall not be inconsistent with the provisions of this Indenture).

 
All Securities of any one series shall be substantially identical, except as to denomination and except as may otherwise be provided by or pursuant to the

Board Resolution or Officers’ Certificate referred to above or as set forth in any such indenture supplemental hereto.  All Securities of any one series need not be
issued at the same time and may be issued from time to time, consistent with the terms of this Indenture, if so provided by or pursuant to such Board Resolution,
such Officers’ Certificate or in any such indenture supplemental hereto.
 

Any such Board Resolution or Officers’ Certificate referred to above with respect to Securities of any series filed with the Trustee on or before the initial
issuance of the Securities of such series shall be incorporated herein by reference with respect to Securities of such series and shall thereafter be deemed to be a
part of the Indenture for all purposes relating to Securities of such series as fully as if such Board Resolution or Officers’ Certificate were set forth herein in full.
 

SECTION 2.4.   Authentication and Delivery of Securities.
 

  The Issuer may deliver Securities of any series executed by the Issuer to the Trustee for authentication together with the applicable documents
referred to below in this Section 2.4, and the Trustee shall thereupon authenticate and deliver such Securities to, or upon the order of, the Issuer (contained in the
Issuer Order referred to below in this Section 2.4) or pursuant to such procedures acceptable to the Trustee and to such recipients as may be specified from time to
time by an Issuer Order.  If provided for in such procedures and agreed to by the Trustee, such Issuer Order may authorize authentication and delivery pursuant to
oral instructions from the Issuer or its duly authorized agent, which instructions shall be promptly confirmed in writing.  In authenticating the Securities of such
series and accepting the additional responsibilities under this Indenture in relation to such Securities, the Trustee shall be entitled to receive (in the case of
subparagraphs (2), (3) and (4) below only at or before the time of the first request of the Issuer to the Trustee to authenticate Securities of such series) and (subject
to Section 6.1) shall be fully protected in relying upon, unless and until such documents have been superseded or revoked:
 

(1) an Issuer Order requesting such authentication and setting forth delivery instructions provided that, with respect to Securities of a
series subject to a Periodic Offering, (a) such Issuer Order may be delivered by the Issuer to the Trustee prior to the delivery to the Trustee of such
Securities for authentication and delivery, (b) the Trustee shall authenticate and deliver Securities of such series for original issue from time to time, in an
aggregate principal amount not exceeding the aggregate principal amount established for such series, pursuant to an Issuer Order, (c) the maturity date or
dates, original issue date or dates, interest rate or rates, if any, and any other terms of Securities of such series shall be determined by an Issuer Order and
(d) after the original issuance of the first Security of such series to be issued, any separate request by the Issuer that the Trustee authenticate Securities of
such series for original issuance will be deemed to be a certification by the Issuer that it is in compliance with all conditions precedent provided for in
this Indenture relating to the authentication and delivery of such Securities;

 
(2) the Board Resolution, Officers’ Certificate or executed supplemental indenture referred to in Sections 2.1 and 2.3 by or pursuant

to which the forms and terms of the Securities of such series were established;
 

(3) an Officers’ Certificate stating that the form or forms and terms of the Securities have been established pursuant to Sections 2.1
and 2.3 and comply with this Indenture and covering such other matters as the Trustee may reasonably request; and

 
(4) at the option of the Issuer, either an Opinion of Counsel, or a letter from legal counsel addressed to the Trustee permitting it to

rely on an Opinion of Counsel, substantially to the effect that:
 

(a) in the case of an underwritten offering, the Securities of such series have been duly authorized, executed and
delivered and, in the case of an offering that is not underwritten, certain terms of the Securities of such series have been established pursuant to
a Board Resolution, an Officers’ Certificate or a supplemental indenture in accordance with this Indenture, and when such other terms as are to



be established pursuant to procedures set forth in an Issuer Order shall have been established, all such terms will have been duly authorized by
the Issuer and will have been established in conformity with the provisions of this Indenture;

 
(b) when the Securities of such series have been duly authorized, executed and delivered by the Issuer and

authenticated by the Trustee in accordance with the provisions of this Indenture and delivered to and duly paid for by the purchasers thereof,
they will constitute valid and legally binding obligations of the Issuer, enforceable in accordance with their respective terms, and will be entitled
to the benefits of this Indenture; and

 
(c) the execution and delivery by the Issuer of, and the performance by the Issuer of its obligations under, the

Securities of such series will not conflict with any provision of applicable law or the articles of incorporation or bylaws of the Issuer or any
agreement or other instrument to which the Issuer or any of the Guarantors is a party and that is material to the Issuer, Hovnanian and its
Subsidiaries, considered as one enterprise, or, to such counsel’s knowledge after the inquiry indicated therein, any judgment, order or decree of
any governmental agency or any court having jurisdiction over the Issuer, Hovnanian and any of its Subsidiaries, and no consent, approval or
authorization of any governmental body or agency is required for the performance by the Issuer of its obligations under the Securities, except
such as are specified and have been obtained and such as may be required by the securities or blue sky laws of the various states in connection
with the offer and sale of the Securities.

 
In rendering such opinions, such counsel may qualify any opinions as to enforceability by stating that such enforceability may be limited by bankruptcy,

insolvency, fraudulent conveyance, reorganization, liquidation, moratorium and other similar laws relating to or affecting the rights and remedies of creditors and
is subject to general principles of equity (regardless of whether such enforceability is considered in a proceeding in equity or at law) and an implied covenant of
good faith and fair dealing.  Such counsel may also state that, insofar as such opinion involves factual matters, such counsel has relied, to the extent such counsel
deems proper, upon certificates of officers of the Issuer, Hovnanian and its subsidiaries, as applicable, and certificates of public officials.
 

The Trustee shall have the right to decline to authenticate and deliver any Securities of any series under this Section 2.4 if the Trustee, being advised by
counsel, determines that such action may not lawfully be taken by the Issuer or if the Trustee in good faith by its board of directors or board of trustees, executive
committee or a trust committee of directors or trustees or Responsible Officers shall determine that such action would expose the Trustee to personal liability to
existing Holders or would adversely affect the Trustee’s own rights, duties or immunities under the Securities, this Indenture or otherwise.
 

If the Issuer shall establish pursuant to Section 2.3 that the Securities of a series are to be issued in the form of one or more Global Securities, then the
Issuer shall execute and the Trustee shall, in accordance with this Section 2.4 and the Issuer Order with respect to such series, authenticate and deliver one or
more Global Securities that (i) shall represent and shall be denominated in an amount equal to the aggregate principal amount of all of the Securities of such series
to be issued in the form of Global Securities and not yet cancelled, (ii) shall be registered in the name of the Depositary for such Global Security or Securities or
the nominee of such Depositary, (iii) shall be delivered by the Trustee to such Depositary or pursuant to such Depositary’s instructions, and (iv) shall bear a
legend substantially to the following effect:
 

“THIS SECURITY IS A GLOBAL NOTE WITHIN THE MEANING OF THE INDENTURE HEREINAFTER REFERRED TO AND IS
REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE OF A DEPOSITARY OR A SUCCESSOR DEPOSITARY.  UNLESS AND
UNTIL IT IS EXCHANGED IN WHOLE OR IN PART FOR SECURITIES IN CERTIFICATED FORM, THIS SECURITY MAY NOT BE
TRANSFERRED EXCEPT AS A WHOLE BY THE DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION (THE “DEPOSITARY”)
TO THE NOMINEE OF THE DEPOSITARY OR BY A NOMINEE OF THE DEPOSITARY TO THE DEPOSITARY OR ANOTHER NOMINEE OF
THE DEPOSITARY OR BY THE DEPOSITARY OR ANY SUCH NOMINEE TO A SUCCESSOR DEPOSITARY OR A NOMINEE OF SUCH
SUCCESSOR DEPOSITARY.
 

UNLESS THIS SECURITY IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE ISSUER OR ITS
AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY SECURITY ISSUED IS REGISTERED IN THE NAME
OF CEDE & CO.  OR IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY (AND
ANY PAYMENT IS MADE TO CEDE & CO.  OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF
THE DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS
WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.”
 

Each Depositary designated pursuant to Section 2.3 must, at the time of its designation and at all times while it serves as Depositary, be a clearing agency
registered under the Exchange Act, and any other applicable statute or regulation.
 

Reference is made to Section 14.15 concerning execution and delivery of the Guarantees.
 

SECTION 2.5.   Execution of Securities.
 

  The Securities shall be signed on behalf of the Issuer by the chairman of the Board of Directors, the president or chief executive officer, any
vice president, the chief financial officer or the treasurer of the Issuer.  Such signatures may be the manual or facsimile signatures of the present or any future such
officers.  Typographical and other minor errors or defects in any such reproduction of such signature shall not affect the validity or enforceability of any Security
that has been duly authenticated and delivered by the Trustee.
 

In case any officer of the Issuer who shall have signed any of the Securities shall cease to be such officer before the Security so signed shall be
authenticated and delivered by the Trustee or disposed of by the Issuer, such Security nevertheless may be authenticated and delivered or disposed of as though
the person who signed such Security had not ceased to be such officer of the Issuer; and any Security may be signed on behalf of the Issuer by such persons as, at
the actual date of the execution of such Security, shall be the proper officers of the Issuer, although at the date of the execution and delivery of this Indenture any
such person was not such an officer.
 

Reference is made to Section 14.15 concerning execution and delivery of the Guarantees.
 

SECTION 2.6.   Certificate of Authentication.
 

  Only such Securities as shall bear thereon a certificate of authentication substantially in the form hereinbefore recited, executed by the Trustee
by the manual signature of one of its authorized signatories, or its Authenticating Agent, shall be entitled to the benefits of this Indenture or be valid or obligatory
for any purpose.  The execution of such certificate by the Trustee or its Authenticating Agent upon any Security executed by the Issuer shall be conclusive



evidence that the Security so authenticated has been duly authenticated and delivered hereunder and that the Holder is entitled to the benefits of this
Indenture.  Each reference in this Indenture to authentication by the Trustee includes authentication by an agent appointed pursuant to Section 6.14.
 

SECTION 2.7.   Denomination and Date of Securities; Payments of Interest.
 

  The Securities of each series shall be issuable in registered form in denominations established as contemplated by Section 2.3 or, with respect
to the Securities of any series, if not so established, in denominations of $2,000 and any integral multiple of $1,000 in excess thereof.  The Securities of each
series shall be numbered, lettered or otherwise distinguished in such manner or in accordance with such plan as the officers of the Issuer executing the same may
determine with the approval of the Trustee, as evidenced by the execution and authentication thereof.
 

Each Security shall be dated the date of its authentication.  The Securities of each series shall bear interest, if any, from the date, and such interest, if any,
shall be payable on the dates, established as contemplated by Section 2.3.
 

The Person in whose name any Security of any series is registered at the close of business on any record date applicable to a particular series with respect
to any interest payment date for such series shall be entitled to receive the interest, if any, payable on such interest payment date notwithstanding any transfer or
exchange of such Security subsequent to the record date and prior to such interest payment date, except if and to the extent the Issuer shall default in the payment
of the interest due on such interest payment date for such series, in which case such defaulted interest shall be paid to the Persons in whose names Outstanding
Securities for such series are registered (a) at the close of business on a subsequent record date (which shall be not less than five Business Days prior to the date of
payment of such defaulted interest) established by notice given by mail by or on behalf of the Issuer to the Holders of Securities not less than 15 days preceding
such subsequent record date or (b) as determined by such other procedure as is mutually acceptable to the Issuer and the Trustee.  The term “record date” as used
with respect to any interest payment date (except a date for payment of defaulted interest) for the Securities of any series shall mean the date specified as such in
the terms of the Securities of such series established as contemplated by Section 2.3, or, if no such date is so established, if such interest payment date is the first
day of a calendar month, the fifteenth day of the next preceding calendar month or, if such interest payment date is the fifteenth day of a calendar month, the first
day of such calendar month, whether or not such record date is a Business Day.
 

SECTION 2.8.   Registration, Transfer and Exchange.
 

  The Issuer will keep at each office or agency to be maintained for the purpose as provided in Section 3.2 for each series of Securities a register
or registers in which, subject to such reasonable regulations as it may prescribe, it will provide for the registration of Securities of each series and the registration
of transfer of Securities of such series.  Each such register shall be in written form in the English language or in any other form capable of being converted into
such form within a reasonable time.  At all reasonable times such register or registers shall be open for inspection and available for copying by the Trustee.
 

Upon due presentation for registration of transfer of any Security of any series at any such office or agency to be maintained for the purpose as provided
in Section 3.2, the Issuer shall execute and the Trustee shall authenticate and deliver in the name of the transferee or transferees a new Security or Securities of the
same series, maturity date, interest rate, if any, and original issue date in authorized denominations for a like aggregate principal amount.
 

All Securities presented for registration of transfer shall (if so required by the Issuer or the Trustee) be duly endorsed by, or be accompanied by a written
instrument or instruments of transfer in form satisfactory to the Issuer and the Trustee duly executed by, the Holder or his attorney duly authorized in writing.
 

At the option of the Holder thereof, Securities of any series (other than a Global Security, except as set forth below) may be exchanged for a Security or
Securities of such series having authorized denominations and an equal aggregate principal amount, upon surrender of such Securities to be exchanged at the
agency of the Issuer that shall be maintained for such purpose in accordance with Section 3.2.
 

The Issuer or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be imposed in connection with
any registration of transfer of Securities.  No service charge shall be made for any such transaction or for any exchange of Securities of any series as contemplated
by the immediately preceding paragraph.
 

The Issuer shall not be required to exchange or register a transfer of (a) any Securities of any series for a period of 15 days next preceding the first
mailing or publication of notice of redemption of Securities of such series to be redeemed, (b) any Securities selected, called or being called for redemption, in
whole or in part, except, in the case of any Security to be redeemed in part, the portion thereof not so to be redeemed or (c) any Security if the Holder thereof has
exercised his right, if any, to require the Issuer to repurchase such Security in whole or in part, except the portion of such Security not required to be repurchased.
 

Notwithstanding any other provision of this Section 2.8, unless and until it is exchanged in whole or in part for Securities in definitive registered form, a
Global Security representing all or a part of the Securities of a series may not be transferred except as a whole by the Depositary for such series to a nominee of
such Depositary or by a nominee of such Depositary to such Depositary or another nominee of such Depositary or by such Depositary or any such nominee to a
successor Depositary for such series or a nominee of such successor Depositary.
 

If at any time the Depositary for any Securities of a series represented by one or more Global Securities notifies the Issuer that it is unwilling or unable to
continue as Depositary for such Securities or if at any time the Depositary for such Securities shall no longer be eligible under Section 2.4, the Issuer shall appoint
a successor Depositary with respect to such Securities.  If a successor Depositary for such Securities is not appointed by the Issuer within 90 days after the Issuer
receives such notice or becomes aware of such ineligibility, the Issuer’s election pursuant to Section 2.3 that such Securities be represented by one or more Global
Securities shall no longer be effective and the Issuer shall execute, and the Trustee, upon receipt of an Issuer Order for the authentication and delivery of
definitive Securities of such series, will authenticate and deliver Securities of such series in definitive registered form, in any authorized denominations, in an
aggregate principal amount equal to the principal amount of the Global Security or Securities representing such Securities in exchange for such Global Security or
Securities.
 

The Issuer may at any time and in its sole discretion determine that the Securities of any series issued in the form of one or more Global Securities shall
no longer be represented by a Global Security or Securities.  In such event, the Issuer shall execute, and the Trustee, upon receipt of an Issuer Order for the
authentication and delivery of definitive Securities of such series, shall authenticate and deliver, Securities of such series in definitive registered form, in any
authorized denominations, in an aggregate principal amount equal to the principal amount of the Global Security or Securities representing such Securities, in
exchange for such Global Security or Securities.
 

If specified by the Issuer pursuant to Section 2.3 with respect to Securities represented by a Global Security, the Depositary for such Global Security may
surrender such Global Security in exchange in whole or in part for Securities of the same series in definitive registered form on such terms as are acceptable to the
Issuer and such Depositary.  Thereupon, the Issuer shall execute, and the Trustee shall authenticate and deliver, without service charge,
 



(i) to the Person specified by such Depositary, a new Security or Securities of the same series, of any authorized denominations as
requested by such Person, in an aggregate principal amount equal to and in exchange for such Person’s beneficial interest in the Global Security; and

 
(ii) to such Depositary a new Global Security in a denomination equal to the difference, if any, between the principal amount of the

surrendered Global Security and the aggregate principal amount of Securities authenticated and delivered pursuant to clause (i) above.
 

Upon the exchange of a Global Security for Securities in definitive registered form in authorized denominations, such Global Security shall be cancelled
by the Trustee or an agent of the Trustee.  Securities in definitive registered form issued in exchange for a Global Security pursuant to this Section 2.8 shall be
registered in such names and in such authorized denominations as the Depositary for such Global Security, pursuant to instructions from its direct or indirect
participants or otherwise, shall instruct the Trustee or an agent of the Trustee or the Issuer or an agent of the Issuer.  The Trustee or such agent shall deliver at its
office such Securities to or as directed by the Persons in whose names such Securities are so registered.
 

All Securities issued upon any registration of transfer or exchange of Securities shall be valid and legally binding obligations of the Issuer, evidencing
the same debt, and entitled to the same benefits under this Indenture, as the Securities surrendered upon such registration of transfer or exchange.
 

SECTION 2.9.   Mutilated, Defaced, Destroyed, Lost and Stolen Securities.
 

  In case any temporary or definitive Security shall become mutilated or defaced or be destroyed, lost or stolen, the Issuer in its discretion may
execute, and upon the written request of the Issuer, the Trustee shall authenticate and deliver a new Security of the same series, maturity date, interest rate, if any,
and original issue date, bearing a number or other distinguishing symbol not contemporaneously outstanding, in exchange and substitution for the mutilated or
defaced Security, or in lieu of and in substitution for the Security so destroyed, lost or stolen.  In every case the applicant for a substitute Security shall furnish to
the Issuer and to the Trustee and any agent of the Issuer or the Trustee such security or indemnity as may be required by the Trustee or the Issuer or any such
agent to indemnify and defend and to save each of the Trustee and the Issuer and any such agent harmless and, in every case of destruction, loss or theft, evidence
to their satisfaction of the destruction, loss or theft of such Security and of the ownership thereof and in the case of mutilation or defacement, shall surrender the
Security to the Trustee or such agent.
 

Upon the issuance of any substitute Security, the Issuer may require the payment of a sum sufficient to cover any tax or other governmental charge that
may be imposed in relation thereto and any other expenses (including the fees and expenses of the Trustee or its agent) connected therewith.  In case any Security
which has matured or is about to mature or has been called for redemption in full shall become mutilated or defaced or be destroyed, lost or stolen, the Issuer may
instead of issuing a substitute Security, pay or authorize the payment of the same (without surrender thereof except in the case of a mutilated or defaced Security),
if the applicant for such payment shall furnish to the Issuer and to the Trustee and any agent of the Issuer or the Trustee such security or indemnity as any of them
may require to hold each of them harmless, and, in every case of destruction, loss or theft, the applicant shall also furnish to the Issuer and the Trustee and any
agent of the Issuer or the Trustee evidence to the Trustee’s satisfaction of the destruction, loss or theft of such Security and of the ownership thereof.
 

Every substitute Security of any series issued pursuant to the provisions of this Section by virtue of the fact that any such Security is destroyed, lost or
stolen shall constitute an additional contractual obligation of the Issuer, whether or not the destroyed, lost or stolen Security shall be at any time enforceable by
anyone and shall be entitled to all the benefits of (but shall be subject to all the limitations of rights set forth in) this Indenture equally and proportionately with
any and all other Securities of such series duly authenticated and delivered hereunder.  All Securities shall be held and owned upon the express condition that, to
the extent permitted by law, the foregoing provisions are exclusive with respect to the replacement or payment of mutilated, defaced, destroyed, lost or stolen
Securities and shall preclude any and all other rights or remedies notwithstanding any law or statute existing or hereafter enacted to the contrary with respect to
the replacement or payment of negotiable instruments or other securities without their surrender.
 

SECTION 2.10.   Cancellation of Securities; Disposition Thereof.
 

  All Securities surrendered for payment, redemption, registration of transfer or exchange, or for credit against any payment in respect of a
sinking or analogous fund, if surrendered to the Issuer or any agent of the Issuer or the Trustee or any agent of the Trustee, shall be delivered to the Trustee or its
agent for cancellation or, if surrendered to the Trustee, shall be cancelled by it; and no Securities shall be issued in lieu thereof except as expressly permitted by
any of the provisions of this Indenture.  The Trustee shall dispose of all cancelled Securities in accordance with its standard procedures and shall deliver a
certificate of such disposition to the Issuer.  If the Issuer or its agent shall acquire any of the Securities, such acquisition shall not operate as a redemption or
satisfaction of the indebtedness represented by such Securities unless and until the same are delivered to the Trustee or its agent for cancellation.
 

SECTION 2.11.   Temporary Securities.
 

  Pending the preparation of definitive Securities for any series, the Issuer may execute and the Trustee, upon receipt of an Issuer Order, shall
authenticate and deliver temporary Securities for such series (printed, lithographed, typewritten or otherwise reproduced, in each case in form satisfactory to the
Trustee).  Temporary Securities of any series shall be issuable in any authorized denomination, and substantially in the form of the definitive Securities of such
series but with such omissions, insertions and variations as may be appropriate for temporary Securities, all as may be determined by the Issuer.  Temporary
Securities may contain such references to any provisions of this Indenture as may be appropriate.  Every temporary Security shall be executed by the Issuer and
be authenticated by the Trustee upon the same conditions and in substantially the same manner, and with like effect, as the definitive Securities.  Without
unreasonable delay the Issuer shall execute and shall furnish definitive Securities of such series and thereupon temporary Securities of such series may be
surrendered in exchange therefor without charge at each office or agency to be maintained by the Issuer for that purpose pursuant to Section 3.2 and the Trustee
shall authenticate and deliver in exchange for such temporary Securities of such series an equal aggregate principal amount of definitive Securities of the same
series having authorized denominations.  Until so exchanged, the temporary Securities of any series shall be entitled to the same benefits under this Indenture as
definitive Securities of such series, unless otherwise established pursuant to Section 2.3.
 

SECTION 2.12.   CUSIP Numbers.
 

  The Issuer in issuing the Securities may use “CUSIP” numbers (if then generally in use), and, if so, the Trustee shall use “CUSIP” numbers in
notices of redemption as a convenience to Holders; provided that any such notice may state that no representation is made as to the correctness of such numbers
either as printed on the Securities or as contained in any notice of a redemption and that reliance may be placed only on the other identification numbers printed
on the Securities, and any such redemption shall not be affected by any defect in or omission of such numbers.  The Issuer will promptly notify the Trustee of any
change to such “CUSIP” numbers.
 



ARTICLE THREE
 

COVENANTS
 

SECTION 3.1.   Payment of Principal and Interest.
 

  The Issuer covenants and agrees that it will duly and punctually pay or cause to be paid the principal of, premium, if any, and interest, if any,
on each of the Securities at the place, at the respective times and in the manner provided in the Securities.
 

SECTION 3.2.   Offices for Notices and Payments, etc.
 

  So long as any of the Securities are Outstanding, the Issuer and Hovnanian will maintain in each Place of Payment, an office or agency where
the Securities may be presented for payment, an office or agency where the Securities may be presented for registration of transfer and for exchange as provided
in this Indenture, and an office or agency where notices and demands to or upon the Issuer and Hovnanian in respect of the Securities or of this Indenture may be
served.  In case the Issuer shall at any time fail to maintain any such office or agency, or shall fail to give notice to the Trustee of any change in the location
thereof, presentation may be made and notice and demand may be served in respect of the Securities or of this Indenture to the Trustee.  The Issuer hereby
initially designates the Corporate Trust Office of the Trustee for each such purpose and appoints the Trustee as registrar and paying agent and as the agent upon
whom notices and demands may be served with respect to the Securities.
 

SECTION 3.3.   No Interest Extension.
 

  In order to prevent any accumulation of claims for interest after maturity thereof, the Issuer will not directly or indirectly extend or consent to
the extension of the time for the payment of any claim for interest on any of the Securities and will not directly or indirectly be a party to or approve any such
arrangement by the purchase or funding of said claims or in any other manner; provided, however, that this Section 3.3 shall not apply in any case where an
extension shall be made pursuant to a plan proposed by the Issuer to the Holders of all Securities of any series then Outstanding.
 

SECTION 3.4.   Appointments to Fill Vacancies in Trustee’s Office.
 

  The Issuer, whenever necessary to avoid or fill a vacancy in the office of the Trustee, will appoint, in the manner provided in Section 6.10, a
Trustee, so that there shall at all times be a Trustee hereunder.
 

SECTION 3.5.   Provision as to Paying Agent.
 

  (a)  If the Issuer shall appoint a paying agent other than the Trustee, it will cause such paying agent to execute and deliver to the Trustee an
instrument in which such paying agent shall agree with the Trustee, subject to the provisions of this Section 3.5,
 

(1) that it will hold all sums held by it as such paying agent for the payment of the principal of or interest, if any, on the Securities
(whether such sums have been paid to it by the Issuer or by any other obligor on the Securities) in trust for the benefit of the Holders of the Securities
and the Trustee; and

 
(2) that it will give the Trustee notice of any failure by the Issuer (or by any other obligor on the Securities) to make any payment of

the principal of, premium, if any, or interest, if any, on the Securities when the same shall be due and payable; and
 

(3) that it will, at any time during the continuance of any such failure, upon the written request of the Trustee, forthwith pay to the
Trustee all sums so held in trust by such paying agent.

 
(b) If the Issuer shall act as its own paying agent, it will, on or before each due date of the principal of or interest, if any, on the Securities, set

aside, segregate and hold in trust for the benefit of the Holders of the Securities a sum sufficient to pay such principal, premium, if any, or interest, if any, so
becoming due and will notify the Trustee of any failure to take such action and of any failure by the Issuer (or by any other obligor under the Securities) to make
any payment of the principal of, premium, if any, or interest, if any, on the Securities when the same shall become due and payable.
 

(c) Anything in this Section 3.5 to the contrary notwithstanding, the Issuer may, at any time, for the purpose of obtaining a satisfaction and
discharge of this Indenture, or for any other reason, pay or cause to be paid to the Trustee all sums held in trust by it, or any paying agent hereunder, as required
by this Section 3.5, such sums to be held by the Trustee upon the trusts herein contained.
 

(d) Anything in this Section 3.5 to the contrary notwithstanding, any agreement of the Trustee or any paying agent to hold sums in trust as
provided in this Section 3.5 is subject to Sections 10.3 and 10.4.
 

(e) Whenever the Issuer shall have one or more paying agents, it will, on or before 9:00 A.M. on each due date of the principal of, premium,
if any, or interest, if any, on any Securities, deposit with a paying agent a sum sufficient to pay the principal, premium, if any, or interest, if any, so becoming due,
such sum to be held in trust for the benefit of the Persons entitled to such principal, premium, if any, or interest, if any, and (unless such paying agent is the
Trustee) the Issuer will promptly notify the Trustee of its action or failure so to act.
 

ARTICLE FOUR
 

SECURITYHOLDERS LISTS AND REPORTS BY THE
 

ISSUER, HOVNANIAN AND THE TRUSTEE
 

SECTION 4.1.   Issuer and Hovnanian to Furnish Trustee Information as to Names and Addresses of Securityholders.
 

  The Issuer and Hovnanian and any other obligor on the Securities covenant and agree that they will furnish or cause to be furnished to the
Trustee a list in such form as the Trustee may reasonably require of the names and addresses of the Holders of the Securities of each series:
 



(a) semiannually and not more than 15 days after each January 1 and July 1, and
 

(b) at such other times as the Trustee may request in writing, within 15 days after receipt by the Issuer of any such request,
 
provided that if and so long as the Trustee shall be the registrar for such series, such list shall not be required to be furnished.
 

SECTION 4.2.   Preservation and Disclosure of Securityholders Lists.
 

  (a)  The Trustee shall preserve, in as current a form as is reasonably practicable, all information as to the names and addresses of the Holders
of each series of Securities (i) contained in the most recent list furnished to it as provided in Section 4.1, and (ii) received by it in the capacity of registrar or
paying agent for such series, if so acting.  The Trustee may destroy any list furnished to it as provided in Section 4.1 upon receipt of a new list so furnished.
 

(b) The rights of Holders of each series of Securities to communicate with other Holders of such series of Securities with respect to their
rights under this Indenture or under the Securities of such series, and the corresponding rights and privileges of the Trustee, shall be as provided by the Trust
Indenture Act.
 

(c) Every Holder of Securities of any series, by receiving and holding the same, agrees with the Issuer, Hovnanian and the Trustee that neither
the Issuer nor Hovnanian nor the Trustee nor any agent of any of them shall be held accountable by reason of any disclosure of information as to names and
addresses of Holders of Securities of such series made pursuant to the Trust Indenture Act.
 

SECTION 4.3.   Reports by the Issuer and Hovnanian.
 

  The Issuer and Hovnanian covenant:
 

(a) to file with the Trustee, within 15 days after the Issuer or Hovnanian is required, as the case may be, to file the same with the Commission,
copies of the annual reports and of the information, documents and other reports (or copies of such portions of any of the foregoing as the Commission may from
time to time by rules and regulations prescribe) which the Issuer or Hovnanian, as the case may be, may be required to file with the Commission pursuant to
Section 13 or Section 15(d) of the Exchange Act; or, if the Issuer or Hovnanian, as the case may be, is not required to file information, documents or reports
pursuant to either of such Exchange Act Sections, then to file with the Trustee and the Commission, in accordance with rules and regulations prescribed from time
to time by the Commission, such of the supplementary and periodic information, documents and reports which may be required pursuant to Section 13 of the
Exchange Act, in respect of a debt security listed and registered on a national securities exchange as may be prescribed from time to time in such rules and
regulations;
 

(b) to file with the Trustee and the Commission, in accordance with rules and regulations prescribed from time to time by the Commission,
such additional information, documents and reports with respect to compliance by the Issuer or Hovnanian, as the case may be, with the conditions and covenants
provided for in this Indenture as may be required from time to time by such rules and regulations;
 

(c) to transmit by mail to the Holders of Securities within 30 days after the filing thereof with the Trustee, in the manner and to the extent
provided in Section 4.4(a), such summaries of any information, documents and reports required to be filed by the Issuer or Hovnanian, as the case may be,
pursuant to subsections (a) and (b) of this Section 4.3 as may be required to be transmitted to such Holders by rules and regulations prescribed from time to time
by the Commission; and
 

(d) to furnish to the Trustee, not less than annually, an Officers’ Certificate from the principal executive officer, principal financial officer or
principal accounting officer as to his knowledge of the Issuer’s or Hovnanian’s, as the case may be, compliance with all conditions and covenants under this
Indenture.  For purposes of this subsection (d), such compliance shall be determined without regard to any period of grace or requirement of notice provided
under this Indenture.
 

Delivery of the reports, information and documents referenced in Sections 4.3(a), (b) and (c) to the Trustee is for informational purposes only
and the Trustee’s receipt of them will not constitute constructive notice of any information contained therein or determinable from information contained therein,
including the Issuer’s and/or Hovnanian’s compliance with any of its covenants in this Indenture (as to which the Trustee is entitled to rely exclusively on an
Officers’ Certificate).
 

SECTION 4.4.   Reports by the Trustee.
 

  (a)  The Trustee shall transmit to Holders such reports concerning the Trustee and its actions under this Indenture as may be required pursuant
to the Trust Indenture Act of 1939 at the times and in the manner provided pursuant thereto.  To the extent that any such report is required by the Trust Indenture
Act of 1939 with respect to any 12 month period, such report shall cover the 12 month period ending May 15 and shall be transmitted by the next succeeding July
15.
 

(b) A copy of each such report shall, at the time of such transmission to Securityholders, be furnished to the Issuer and Hovnanian and be
filed by the Trustee with each stock exchange upon which the Securities of any applicable series are listed and also with the Commission.  The Issuer and
Hovnanian agree to promptly notify the Trustee with respect to any series when and as the Securities of such series become admitted to trading on any national
securities exchange.
 

ARTICLE FIVE
 

REMEDIES OF THE TRUSTEE AND SECURITYHOLDERS
 

ON EVENT OF DEFAULT
 

SECTION 5.1.   Events of Default.
 

  “Event of Default”, wherever used herein with respect to Securities of any series, means any one or more of the following events (whatever the
reason for such Event of Default), unless it is either inapplicable to a particular series or it is specifically deleted or modified in or pursuant to the Board



Resolution or supplemental indenture establishing such series of Securities or in the form of Security, for such series:
 

(a) default in the payment of the principal of or premium, if any, of the Securities of such series as and when the same shall become
due and payable either at maturity, upon redemption, by declaration or otherwise; or

 
(b) default in the payment of any installment of interest on any of the Securities of such series as and when the same shall become

due and payable, and continuance of such default for a period of 30 days; or
 

(c) default in the payment or satisfaction of any sinking fund or other purchase obligation with respect to Securities of such series, as
and when such obligation shall become due and payable; or

 
(d) failure on the part of the Issuer or a Guarantor duly to observe or perform any other of the covenants or agreements on the part of

the Issuer in or a Guarantor of, the Securities of such series or in this Indenture continued for a period of 90 days after the date on which written notice of
such failure, requiring the Issuer or a Guarantor to remedy the same, shall have been given by certified or registered mail to the Issuer or a Guarantor by
the Trustee, or to the Issuer or a Guarantor and the Trustee by the Holders of at least 25% in aggregate principal amount of the Securities of such series
then Outstanding; or

 
(e) without the consent of the Issuer or Hovnanian, a court having jurisdiction shall enter an order for relief with respect to the Issuer

or Hovnanian or any of its Significant Subsidiaries under any applicable bankruptcy, insolvency or other similar law of the United States of America, any
state thereof or the District of Columbia, or without the consent of the Issuer or Hovnanian, a court having jurisdiction shall enter a judgment, order or
decree adjudging the Issuer or Hovnanian or any of its Significant Subsidiaries bankrupt or insolvent, or enter an order for relief for reorganization,
arrangement, adjustment or composition of or in respect of the Issuer or Hovnanian or any of its Significant Subsidiaries under any applicable
bankruptcy, insolvency or other similar law of the United States of America, any state thereof or the District of Columbia, and the continuance of any
such judgment, order or decree is unstayed and in effect for a period of 60 consecutive days; or

 
(f) the Issuer or Hovnanian or any of its Significant Subsidiaries shall institute proceedings for entry of an order for relief with

respect to the Issuer or Hovnanian or any of its Significant Subsidiaries under any applicable bankruptcy, insolvency or other similar law of the United
States of America, any state thereof or the District of Columbia, or for an adjudication of insolvency, or shall consent to the institution of bankruptcy or
insolvency proceedings against it, or shall file a petition seeking, or seek or consent to reorganization, arrangement, composition or relief under any
applicable bankruptcy, insolvency or other similar law of the United States of America, any state thereof or the District of Columbia, or shall consent to
the filing of such petition or to the appointment of a receiver, custodian, liquidator, assignee, trustee, sequestrator or similar official of the Issuer or
Hovnanian or of substantially all of its property, or the Issuer or Hovnanian or any of its Significant Subsidiaries shall make a general assignment for the
benefit of creditors as recognized under any applicable bankruptcy, insolvency or other similar law of the United States of America, any state thereof or
the District of Columbia; or

 
(g) a Guarantee ceases to be in full force and effect (other than in accordance with the terms of any Guarantee) or a Guarantor denies

or disaffirms its obligations under the Guarantee; or
 

(h) any other Event of Default provided with respect to the Securities of such series.
 

If an Event of Default with respect to Securities of any series then Outstanding occurs and is continuing, then and in each and every such case, unless the
principal of all of the Securities of such series shall have already become due and payable, either the Trustee or the Holders of not less than 25% in aggregate
principal amount of the Securities of such series then Outstanding, by notice in writing to the Issuer (and to the Trustee if given by Securityholders), may declare
the principal (or, if the Securities of such series are Original Issue Discount Securities, such portion of the principal amount as may be specified in the terms of
such series) of all the Securities of such series and the interest, if any, accrued thereon to be due and payable immediately, and upon any such declaration the same
shall become and shall be immediately due and payable, notwithstanding anything to the contrary contained in this Indenture or in the Securities of such
series.  This provision, however, is subject to the condition that, if at any time after the unpaid principal amount (or such specified amount) of the Securities of
such series shall have been so declared due and payable and before any judgment or decree for the payment of the moneys due shall have been obtained or entered
as hereinafter provided, the Issuer shall pay or shall deposit with the Trustee a sum sufficient to pay all matured installments of interest, if any, upon all of the
Securities of such series and the principal of any and all Securities of such series which shall have become due otherwise than by acceleration (with interest on
overdue installments of interest, if any, to the extent that payment of such interest is enforceable under applicable law and on such principal at the rate borne by
the Securities of such series to the date of such payment or deposit) and the reasonable compensation, disbursements, expenses and advances of the Trustee and
all other amounts due the Trustee under Section 6.6, and any and all defaults under this Indenture, other than the nonpayment of such portion of the principal
amount of and accrued interest, if any, on Securities of such series which shall have become due by acceleration, shall have been cured or shall have been waived
in accordance with Section 5.7 or provision deemed by the Trustee to be adequate shall have been made therefor, then and in every such case the Holders of a
majority in aggregate principal amount of the Securities of such series then Outstanding, by written notice to the Issuer and to the Trustee, may rescind and annul
such declaration and its consequences; but no such rescission and annulment shall extend to or shall affect any subsequent default, or shall impair any right
consequent thereon.  Notwithstanding the previous sentence, no waiver shall be effective against any Holder for any Event of Default or event which with notice
or lapse of time or both would be an Event of Default with respect to any covenant or provision which cannot be modified or amended without the consent of the
Holder of each outstanding Security affected thereby, unless all such affected Holders agree, in writing, to waive such Event of Default or other event.
 

If any Event of Default specified in Section 5.1(e) or 5.1(f) occurs with respect to the Issuer, all unpaid principal amount (or, if the Securities of any
series then Outstanding are Original Issue Discount Securities, such portion of the principal amount as may be specified in the terms of each such series) and
accrued interest on all Securities of each series then Outstanding shall ipso facto become and be immediately due and payable without any declaration or other act
by the Trustee or any Securityholder.
 

If the Trustee shall have proceeded to enforce any right under this Indenture and such proceedings shall have been discontinued or abandoned because of
such rescission or annulment or for any other reason or shall have been determined adversely to the Trustee, then and in every such case the Issuer, the Trustee
and the Securityholders shall be restored respectively to their several positions and rights hereunder, and all rights, remedies and powers of the Issuer, the Trustee
and the Securityholders shall continue as though no such proceeding had been taken.
 

Except with respect to an Event of Default pursuant to Section 5.1 (a), (b) or (c), the Trustee shall not be charged with knowledge of any Event of
Default unless written notice thereof shall have been given to a Responsible Officer by the Issuer, a paying agent or any Securityholder.
 

SECTION 5.2.   Payment of Securities on Default; Suit Therefor.



 
  The Issuer covenants that (a) if default shall be made in the payment of any installment of interest upon any of the Securities of any series then

Outstanding as and when the same shall become due and payable, and such default shall have continued for a period of 30 days, or (b) if default shall be made in
the payment of the principal of any of the Securities of such series as and when the same shall have become due and payable, whether at maturity of the Securities
of such series or upon redemption or by declaration or otherwise, then, upon demand of the Trustee, the Issuer will pay to the Trustee, for the benefit of the
Holders of the Securities, the whole amount that then shall have become due and payable on all such Securities of such series for principal or interest, if any, or
both, as the case may be, with interest upon the overdue principal and (to the extent that payment of such interest is enforceable under applicable law) upon the
overdue installments of interest, if any, at the rate borne by the Securities of such series; and, in addition thereto, such further amount as shall be sufficient to
cover the costs and expenses of collection, including a reasonable compensation to the Trustee, its agents, attorneys and counsel, and any expenses or liabilities
incurred by the Trustee hereunder other than through its negligence or bad faith.
 

If the Issuer shall fail forthwith to pay such amounts upon such demand, the Trustee, in its own name and as trustee of an express trust, shall be entitled
and empowered to institute any actions or proceedings at law or in equity for the collection of the sums so due and unpaid, and may prosecute any such action or
proceeding to judgment or final decree, and may enforce any such judgment or final decree against the Issuer or any other obligor on the Securities of such series
and collect in the manner provided by law out of the property of the Issuer or any other obligor on the Securities of such series, wherever situated, the moneys
adjudged or decreed to be payable.
 

If there shall be pending proceedings for the bankruptcy or for the reorganization of the Issuer or any other obligor on the Securities of any series then
Outstanding under any bankruptcy, insolvency or other similar law now or hereafter in effect, or if a receiver or trustee or similar official shall have been
appointed for the property of the Issuer or such other obligor, or in the case of any other similar judicial proceedings relative to the Issuer or other obligor upon
the Securities of such series, or to the creditors or property of the Issuer or such other obligor, the Trustee, irrespective of whether the principal of the Securities of
such series shall then be due and payable as therein expressed or by declaration or otherwise and irrespective of whether the Trustee shall have made any demand
pursuant to the provisions of this Section 5.2, shall be entitled and empowered by intervention in such proceedings or otherwise to file and prove a claim or claims
for the whole amount of principal and interest, if any, owing and unpaid in respect of the Securities of such series, and, in case of any judicial proceedings, to file
such proofs of claim and other papers or documents as may be necessary or advisable in order to have the claims of the Trustee and of the Securityholders
allowed in such judicial proceedings relative to the Issuer or any other obligor on the Securities of such series, its or their creditors, or its or their property, and to
collect and receive any moneys or other property payable or deliverable on any such claims, and to distribute the same after the deduction of its charges and
expenses, and any receiver, assignee or trustee or similar official in bankruptcy or reorganization is hereby authorized by each of the Securityholders to make such
payments to the Trustee, and, if the Trustee shall consent to the making of such payments directly to the Securityholders, to pay to the Trustee any amount due it
for compensation and expenses or otherwise pursuant to Section 6.6, including counsel fees and expenses incurred by it up to the date of such distribution.  To the
extent that such payment of reasonable compensation, expenses and counsel fees and expenses out of the estate in any such proceedings shall be denied for any
reason, payment of the same shall be secured by a lien on, and shall be paid out of, any and all distributions, dividends, moneys, securities and other property
which the Holders of the Securities of such series may be entitled to receive in such proceedings, whether in liquidation or under any plan of reorganization or
arrangement or otherwise.
 

All rights of action and of asserting claims under this Indenture, or under any of the Securities, may be enforced by the Trustee without the possession of
any of the Securities, or the production thereof at any trial or other proceeding relative thereto, and any such suit or proceeding instituted by the Trustee shall be
brought in its own name as trustee of an express trust, and any recovery of judgment shall be for the ratable benefit of the Holders of the Securities of the series in
respect of which such judgment has been recovered.
 

SECTION 5.3.   Application of Moneys Collected by Trustee.
 

  Any moneys collected by the Trustee pursuant to Section 5.2 with respect to Securities of any series then Outstanding shall be applied in the
order following, at the date or dates fixed by the Trustee for the distribution of such moneys, upon presentation of the several Securities of such series, and
stamping thereon the payment, if only partially paid, and upon surrender thereof, if fully paid:
 

FIRST:  To the payment of costs and expenses of collection and reasonable compensation to the Trustee, its agents, attorneys and counsel, and
of all other expenses and liabilities incurred, and all advances made, by the Trustee pursuant to Section 6.6 except as a result of its negligence or bad
faith;

 
SECOND:  If the principal of the Outstanding Securities of such series shall not have become due and be unpaid, to the payment of interest, if

any, on the Securities of such series, in the order of the maturity of the installments of such interest, if any, with interest (to the extent that such interest
has been collected by the Trustee) upon the overdue installments of interest, if any, at the rate borne by the Securities of such series, such payment to be
made ratably to the Persons entitled thereto;

 
THIRD:  If the principal of the Outstanding Securities of such series shall have become due, by declaration or otherwise, to the payment of the

whole amount then owing and unpaid upon the Securities of such series for principal and interest, if any, with interest on the overdue principal and (to
the extent that such interest has been collected by the Trustee) upon overdue installments of interest, if any, at the rate borne by the Securities of such
series; and in case such moneys shall be insufficient to pay in full the whole amounts so due and unpaid upon the Securities of such series, then to the
payment of such principal and interest, if any, without preference or priority of principal over interest or of interest over principal, or of any installment
of interest over any other installment of interest, or of any Security over any other Security, ratably to the aggregate of such principal and accrued and
unpaid interest; and

 
FOURTH:  To the payment of any surplus then remaining to the Issuer, its successors or assigns, or to whomsoever may be lawfully entitled to

receive the same.
 

No claim for interest which in any manner at or after maturity shall have been transferred or pledged separate or apart from the Securities to which it
relates, or which in any manner shall have been kept alive after maturity by an extension (otherwise than pursuant to an extension made pursuant to a plan
proposed by the Issuer to the Holders of all Securities of any series then Outstanding), purchase, funding or otherwise by or on behalf or with the consent or
approval of the Issuer shall be entitled, in case of a default hereunder, to any benefit of this Indenture, except after prior payment in full of the principal of all
Securities of any series then Outstanding and of all claims for interest not so transferred, pledged, kept alive, extended, purchased or funded.
 

SECTION 5.4.   Proceedings by Securityholders.
 

  No Holder of any Securities of any series then Outstanding shall have any right by virtue of or by availing of any provision of this Indenture to
institute any suit, action or proceeding in equity or at law upon or under or with respect to this Indenture or for the appointment of a receiver or trustee or similar



official, or for any other remedy hereunder, unless such Holder previously shall have given to the Trustee written notice of default and of the continuance thereof,
as hereinbefore provided, and unless the Holders of not less than 25% in aggregate principal amount of the Securities of such series then Outstanding shall have
made written request to the Trustee to institute such action, suit or proceeding in its own name as Trustee hereunder and shall have offered to the Trustee such
reasonable indemnity as it may require against the costs, expenses and liabilities to be incurred therein or thereby, and the Trustee for 60 days after its receipt of
such notice, request and offer of indemnity, shall have neglected or refused to institute any such action, suit or proceeding, it being understood and intended, and
being expressly covenanted by the Holder of every Security of such series with every other Holder and the Trustee, that no one or more Holders of Securities of
such series shall have any right in any manner whatever by virtue of or by availing of any provision of this Indenture or of the Securities to affect, disturb or
prejudice the rights of any other Holder of such Securities of such series, or to obtain or seek to obtain priority over or preference as to any other such Holder, or
to enforce any right under this Indenture or the Securities, except in the manner herein provided and for the equal, ratable and common benefit of all Holders of
Securities of such series.
 

Notwithstanding any other provisions in this Indenture, but subject to Article Thirteen, the right of any Holder of any Security to receive payment of the
principal of, premium, if any, and interest, if any, on such Security, on or after the respective due dates expressed in such Security, or to institute suit for the
enforcement of any such payment on or after such respective dates shall not be impaired or affected without the consent of such Holder.
 

SECTION 5.5.   Proceedings by Trustee.
 

  In case of an Event of Default hereunder, the Trustee may in its discretion proceed to protect and enforce the rights vested in it by this
Indenture by such appropriate judicial proceedings as the Trustee shall deem most effectual to protect and enforce any of such rights, either by suit in equity or by
action at law or by proceedings in bankruptcy or otherwise, whether for the specific enforcement of any covenant or agreement contained in this Indenture or in
aid of the exercise of any power granted in this Indenture, or to enforce any other legal or equitable right vested in the Trustee by this Indenture or by law.
 

SECTION 5.6.   Remedies Cumulative and Continuing.
 

  All powers and remedies given by this Article Five to the Trustee or to the Securityholders shall, to the extent permitted by law, be deemed
cumulative and not exclusive of any thereof or of any other powers and remedies available to the Trustee or the Securityholders, by judicial proceedings or
otherwise, to enforce the performance or observance of the covenants and agreements contained in this Indenture, and no delay or omission of the Trustee or of
any Securityholder to exercise any right or power accruing upon any default occurring and continuing as aforesaid shall impair any such right or power, or shall
be construed to be a waiver of any such default or an acquiescence therein; and, subject to the provisions of Section 5.4, every power and remedy given by this
Article Five or by law to the Trustee or to the Securityholders may be exercised from time to time, and as often as shall be deemed expedient, by the Trustee or by
the Securityholders.
 

SECTION 5.7.   Direction of Proceedings; Waiver of Defaults by Majority of Securityholders.
 

  The Holders of a majority in aggregate principal amount of the Securities of any series then Outstanding shall have the right to 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
Securities of such series; provided, however, that (subject to the provisions of Section 6.1) the Trustee shall have the right to decline to follow any such direction
if the Trustee shall determine upon advice of counsel that the action or proceeding so directed may not lawfully be taken or if the Trustee in good faith by its
board of directors, its executive committee, or a trust committee of directors or Responsible Officers or both shall determine that the action or proceeding so
directed would involve the Trustee in personal liability.  The Holders of a majority in aggregate principal amount of the Securities of any series then Outstanding
may on behalf of the Holders of all of the Securities of such series waive any past default or Event of Default hereunder and its consequences except a default in
the payment of interest, if any, on, or the principal of, the Securities of such series.  Upon any such waiver the Issuer, the Trustee and the Holders of the Securities
of such series shall be restored to their former positions and rights hereunder, respectively; but no such waiver shall extend to any subsequent or other default or
Event of Default or impair any right consequent thereon.  Whenever any default or Event of Default hereunder shall have been waived as permitted by this
Section 5.7, said default or Event of Default shall for all purposes of the Securities and this Indenture be deemed to have been cured and to be not continuing.
 

SECTION 5.8.   Notice of Defaults.
 

  The Trustee shall, within 90 days after the occurrence of a default, with respect to Securities of any series then Outstanding, mail to all Holders
of Securities of such series, as the names and the addresses of such Holders appear upon the Securities register, notice of all defaults known to the Trustee with
respect to such series, unless such defaults shall have been cured before the giving of such notice (the term “defaults” for the purpose of this Section 5.8 being
hereby defined to be the events specified in clauses (a), (b), (c), (d), (e), (f), (g) and (h) of Section 5.1, not including periods of grace, if any, provided for therein
and irrespective of the giving of the written notice specified in said clause (d) but in the case of any default of the character specified in said clause (d) no such
notice to Securityholders shall be given until at least 60 days after the giving of written notice thereof to the Issuer pursuant to said clause (d)); provided, however,
that, except in the case of default in the payment of the principal of or interest, if any, on any of the Securities, or in the payment or satisfaction of any sinking
fund or other purchase obligation, the Trustee shall be protected in withholding such notice if and so long as the board of directors, the executive committee, or a
trust committee of directors or Responsible Officers or both of the Trustee in good faith determines that the withholding of such notice is in the best interests of
the Securityholders.
 

SECTION 5.9.   Undertaking to Pay Costs.
 

  All parties to this Indenture agree, and each Holder of any Security by his acceptance thereof shall be deemed to have agreed, that any court
may in its discretion require, in any suit for the enforcement of any right or remedy under this Indenture, or in any suit against the Trustee for any action taken or
omitted by it as Trustee, the filing by any party litigant in such suit of an undertaking to pay the cost of such suit, and that such court may in its discretion assess
reasonable costs, including reasonable attorneys’ fees and expenses, against any party litigant in such suit, having due regard to the merits and good faith of the
claims or defenses made by such party litigant; but the provisions of this Section 5.9 shall not apply to any suit instituted by the Trustee, to any suit instituted by
any Securityholder, or group of Securityholders, holding in the aggregate more than 10% in principal amount of the Securities of any series then Outstanding, or
to any suit instituted by any Securityholders for the enforcement of the payment of the principal of or interest, if any, on any Security against the Issuer on or after
the due date expressed in such Security.
 

ARTICLE SIX
 

CONCERNING THE TRUSTEE
 

SECTION 6.1.   Duties and Responsibilities of the Trustee; During Default; Prior to Default.
 



  In case an Event of Default with respect to the Securities of a series has occurred (which has not been cured or waived) the Trustee shall
exercise with respect to such series of Securities such of the rights and powers vested in it by this Indenture, and use the same degree of care and skill in their
exercise as a prudent man would exercise or use under the circumstances in the conduct of his own affairs.
 

No provision of this Indenture shall be construed to relieve the Trustee from liability for its own negligent action, its own negligent failure to act or its
own willful misconduct, except that:
 

(a) prior to the occurrence of an Event of Default with respect to the Securities of any series and after the curing or waiving of all
such Events of Default with respect to such series which may have occurred:

 
(i) the duties and obligations of the Trustee with respect to the Securities of any series shall be determined solely

by the express provisions of this Indenture, and the Trustee shall not be liable except for the performance of such duties and obligations as are
specifically set forth in this Indenture, and no implied covenants or obligations shall be read into this Indenture against the Trustee; and

 
(ii) in the absence of bad faith on the part of the Trustee, the Trustee may conclusively rely, as to the truth of the

statements and the correctness of the opinions expressed therein, upon any statements, certificates or opinions furnished to the Trustee and
conforming to the requirements of this Indenture; but in the case of any such statements, certificates or opinions which by any provision hereof
are specifically required to be furnished to the Trustee, the Trustee shall be under a duty to examine the same to determine whether or not they
conform to the requirements of this Indenture;

 
(b) the Trustee shall not be liable for any error of judgment made in good faith by a Responsible Officer or Responsible Officers of

the Trustee, unless it shall be proved that the Trustee was negligent in ascertaining the pertinent facts; and
 

(c) the Trustee shall not be liable with respect to any action taken or omitted to be taken by it in good faith in accordance with the
direction of the Holders pursuant to Section 5.7 relating to the time, method and place of conducting any proceeding for any remedy available to the
Trustee, or exercising any trust or power conferred upon the Trustee, under this Indenture.

 
None of the provisions contained in this Indenture shall require the Trustee to expend or risk its own funds or otherwise incur personal financial liability

in the performance of any of its duties or in the exercise of any of its rights or powers, if there shall be reasonable ground for believing that the repayment of such
funds or adequate indemnity against such liability is not reasonably assured to it.
 

SECTION 6.2.   Certain Rights of the Trustee.
 

Subject to Section 6.1:
(a) the Trustee may rely and shall be protected in acting or refraining from acting upon any resolution, Officers’ Certificate or any other

certificate, statement, instrument, opinion, report, notice, request, consent, order, bond, debenture, note, coupon, security or other paper or document believed by
it to be genuine and to have been signed or presented by the proper party or parties;
 

(b) any request, direction, order or demand of the Issuer mentioned herein shall be sufficiently evidenced by an Officers’ Certificate or Issuer
Order (unless other evidence in respect thereof be herein specifically prescribed); and any resolution of the Board of Directors may be evidenced to the Trustee by
a Board Resolution;
 

(c) the Trustee may consult with counsel of its selection and any advice of such counsel promptly confirmed in writing shall be full and
complete authorization and protection in respect of any action taken, suffered or omitted to be taken by it hereunder in good faith and in reliance thereon in
accordance with such advice or Opinion of Counsel;
 

(d) the Trustee shall be under no obligation to exercise any of the trusts or powers vested in it by this Indenture at the request, order or
direction of any of the Securityholders pursuant to the provisions of this Indenture (including, without limitation, pursuant to Section 5.7), unless such
Securityholders shall have offered to the Trustee reasonable security or indemnity against the costs, expenses and liabilities which might be incurred therein or
thereby;
 

(e) the Trustee shall not be liable for any action taken or omitted by it in good faith and believed by it to be authorized or within the
discretion, rights or powers conferred upon it by this Indenture;
 

(f) prior to the occurrence of an Event of Default hereunder and after the curing or waiving of all Events of Default, the Trustee shall not be
bound to make any investigation into the facts or matters stated in any resolution, certificate, statement, instrument, opinion, report, notice, request, consent,
order, approval, appraisal, bond, debenture, note, coupon, security, or other paper or document unless requested in writing so to do by the Holders of not less than
a majority in aggregate principal amount of the Securities of all series affected then Outstanding; provided that, if the payment within a reasonable time to the
Trustee of the costs, expenses or liabilities likely to be incurred by it in the making of such investigation is, in the opinion of the Trustee, not reasonably assured to
the Trustee by the security afforded to it by the terms of this Indenture, the Trustee may require reasonable indemnity against such expenses or liabilities as a
condition to proceeding; the reasonable expenses of every such investigation shall be paid by the Issuer or, if paid by the Trustee or any predecessor Trustee, shall
be repaid by the Issuer upon demand;
 

(g) the Trustee may execute any of the trusts or powers hereunder or perform any duties hereunder either directly or by or through agents or
attorneys not regularly in its employ and the Trustee shall not be responsible for any misconduct or negligence on the part of any such agent or attorney appointed
with due care by it hereunder;
 

(h) the Trustee shall not be charged with knowledge of any default or Event of Default with respect to a series of Securities unless either (i) a
Responsible Officer of the Trustee assigned to the Corporate Trust Office of the Trustee (or any successor division or department of the Trustee) shall have actual
knowledge of such default or Event of Default or (ii) written notice of such default or Event of Default shall have been given to the Trustee by the Issuer or any
other obligor on such series of Securities or by any Holder of Securities of such series;
 

(i) the Trustee shall not be liable for any action taken, suffered or omitted by it in good faith and believed by it to be authorized or within the
discretion or rights or powers conferred upon it by this Indenture;



 
(j) the permissive rights of the Trustee hereunder shall not be construed as duties;

 
(k) in no event shall the Trustee be liable for any consequential, special, punitive or indirect loss or damages, even if advised of the likelihood

thereof in advance and regardless of the form of action;
 

(l) the rights, privileges, protections, immunities and benefits given to the Trustee, including, without limitation, its right to be indemnified,
are extended to, and shall be enforceable by, the Trustee in each of its capacities hereunder, and to each agent, custodian and other Person employed to act
hereunder;
 

(m) the Trustee may request that Hovnanian (on behalf of itself and the Issuer) deliver an Officers’ Certificate setting forth the name of the
individuals and/or titles of Officers authorized at such time to take specific actions pursuant to this Indenture, which Officers’ Certificate may be signed by any
person authorized to sign an Officers’ Certificate, including any person specified as so authorized in any such Officers’ Certificate previously delivered and not
superseded; and
 

(n) the Trustee shall not be responsible for delays or failures in performance of its obligations hereunder resulting from acts beyond its
reasonable control.  Such acts shall include but not be limited to acts of God, strikes, lockouts, riots, acts of war, epidemics, governmental regulations
superimposed after the fact, fire, communication line failures, computer viruses, power failures, earthquakes, terrorist attacks or other disasters, it being
understood that the Trustee shall use reasonable best efforts which are consistent with accepted practices in the banking industry to resume performance as soon
as practicable under the circumstances.
 

SECTION 6.3.   Trustee Not Responsible for Recitals, Disposition of Securities or Application of Proceeds Thereof.
 

  The recitals contained herein and in the Securities, except the Trustee’s certificates of authentication, shall be taken as the statements of the
Issuer, and the Trustee assumes no responsibility for the correctness of the same.  The Trustee makes no representation as to the validity or sufficiency of this
Indenture, of the Securities or of any prospectus used to sell the Securities.  The Trustee shall not be accountable for the use or application by the Issuer of any of
the Securities or of the proceeds thereof.
 

SECTION 6.4.   Trustee and Agents May Hold Securities; Collections, etc.
 

  The Trustee or any agent of the Issuer or the Trustee, in its individual or any other capacity, may become the owner or pledgee of Securities
with the same rights it would have if it were not the Trustee or such agent and, subject to Sections 6.8 and 6.13, may otherwise deal with the Issuer and receive,
collect, hold and retain collections from the Issuer with the same rights it would have if it were not the Trustee or such agent.
 

SECTION 6.5.   Moneys Held by Trustee.
 

  Subject to the provisions of Section 10.4 hereof, all moneys received by the Trustee shall, until used or applied as herein provided, be held in
trust for the purposes for which they were received, but need not be segregated from other funds except to the extent required by mandatory provisions of
law.  Neither the Trustee nor any agent of the Issuer or the Trustee shall be under any liability for interest on any moneys received by it hereunder.
 

SECTION 6.6.   Compensation and Indemnification of Trustee and Its Prior Claim.
 

  The Issuer covenants and agrees to pay to the Trustee from time to time, and the Trustee shall be entitled to, such compensation as shall be
agreed to in writing between the Issuer and the Trustee (which shall not be limited by any provision of law in regard to the compensation of a trustee of an express
trust) and the Issuer covenants and agrees to pay or reimburse the Trustee and each predecessor Trustee upon its request for all reasonable expenses,
disbursements and advances incurred or made by or on behalf of it in accordance with any of the provisions of this Indenture (including the reasonable
compensation and the expenses and disbursements of its counsel and of all agents and other persons not regularly in its employ) except any such expense,
disbursement or advance as may arise from its negligence or bad faith.  The Issuer also covenants to indemnify the Trustee and each predecessor Trustee for, and
to hold it harmless against, any and all loss, liability, damage, claim or expense, including taxes (other than taxes based on the income of the Trustee), incurred
without negligence or bad faith on its part, arising out of or in connection with the acceptance or administration of this Indenture or the trusts hereunder and its
duties hereunder, including the costs and expenses of defending itself against or investigating any claim or liability in the premises.  The obligations of the Issuer
under this Section 6.6 to compensate and indemnify the Trustee and each predecessor Trustee and to pay or reimburse the Trustee and each predecessor Trustee
for expenses, disbursements and advances shall constitute additional indebtedness hereunder and shall survive the satisfaction and discharge of this Indenture or
the resignation or removal of the Trustee and shall not be subordinate to the payment of Senior Indebtedness pursuant to Article Thirteen.  Such additional
indebtedness shall be a senior claim to that of the Securities upon all property and funds held or collected by the Trustee as such, except funds held in trust for the
benefit of the Holders of particular Securities.  When the Trustee incurs expenses or renders services in connection with an Event of Default specified in Section
5.1 or in connection with Article Five hereof, the expenses (including the reasonable fees and expenses of its counsel) and the compensation for the service in
connection therewith are intended to constitute expenses of administration under any bankruptcy law.  The provisions of this Section 6.6 shall survive the
resignation or removal of the Trustee and the termination of this Indenture.
 

SECTION 6.7.   Right of Trustee to Rely on Officers’ Certificate, etc.
 

  Subject to Sections 6.1 and 6.2, whenever in the administration of the trusts of this Indenture the Trustee shall deem it necessary or desirable
that a matter be proved or established prior to taking or suffering or omitting any action hereunder, such matter (unless other evidence in respect thereof be herein
specifically prescribed) may, in the absence of negligence or bad faith on the part of the Trustee, be deemed to be conclusively proved and established by an
Officers’ Certificate delivered to the Trustee, and such certificate, in the absence of negligence or bad faith on the part of the Trustee, shall be full warrant to the
Trustee for any action taken, suffered or omitted by it under the provisions of this Indenture upon the faith thereof.
 

SECTION 6.8.   Qualification of Trustee; Conflicting Interests.
 

  This Indenture shall always have a Trustee who satisfies the requirements of Section 310(a)(1) of the Trust Indenture Act of 1939.  The Trustee
shall have a combined capital and surplus of at least $25,000,000 as set forth in its most recent published annual report of condition.  The Trustee shall comply
with Section 310(b) of the Trust Indenture Act of 1939 regarding disqualification of a trustee upon acquiring a conflicting interest.
 



SECTION 6.9.   Persons Eligible for Appointment as Trustee; Different Trustees for Different Series.
 

  The Trustee for each series of Securities hereunder shall at all times be a corporation organized and doing business under the laws of the
United States of America or of any state thereof or the District of Columbia having a combined capital and surplus of at least $25,000,000, and which is
authorized under such laws to exercise corporate trust powers and is subject to supervision or examination by federal, state or District of Columbia authority, or a
corporation or other Person permitted to act as trustee by the Commission.  If such corporation publishes reports of condition at least annually, pursuant to law or
to the requirements of the aforesaid supervising or examining authority, then for the purposes of this Section 6.9, the combined capital and surplus of such
corporation shall be deemed to be its combined capital and surplus as set forth in its most recent report of condition so published.  No obligor upon the Securities
or any Affiliate of such obligor shall serve as trustee upon the Securities.  In case at any time the Trustee shall cease to be eligible in accordance with the
provisions of this Section 6.9, the Trustee shall resign immediately in the manner and with the effect specified in Section 6.10.
 

A different Trustee may be appointed by the Issuer for each series of Securities prior to the issuance of such Securities.  If the initial Trustee for any
series of Securities is to be a trustee other than Wilmington Trust Company, the Issuer and such Trustee shall, prior to the issuance of such Securities, execute and
deliver an indenture supplemental hereto, which shall provide for the appointment of such Trustee as Trustee for the Securities of such series and shall add to or
change any of the provisions of this Indenture as shall be necessary to provide for or facilitate the administration of the trusts hereunder by more than one Trustee,
it being understood that nothing herein or in such supplemental indenture shall constitute such Trustees co-trustees of the same trust and that each such Trustee
shall be trustee of a trust or trusts hereunder separate and apart from any trust or trusts hereunder administered by any other such Trustee.
 

SECTION 6.10.   Resignation and Removal; Appointment of Successor Trustee.
 

  (a)  The Trustee, or any trustee or trustees hereafter appointed, may at any time resign with respect to one or more or all series of Securities by
giving written notice of resignation to the Issuer.  Upon receiving such notice of resignation, the Issuer shall promptly appoint a successor trustee or trustees with
respect to the applicable series by written instrument in duplicate, executed by authority of the Board of Directors, one copy of which instrument shall be
delivered to the resigning trustee and one copy to the successor trustee or trustees.  If no successor trustee shall have been so appointed with respect to any series
of Securities and have accepted appointment within 30 days after the mailing of such notice of resignation, the resigning trustee may petition any court of
competent jurisdiction for the appointment of a successor trustee, or any Securityholder who has been a bona fide Holder of a Security or Securities of the
applicable series for at least six months may, subject to the provisions of Section 5.9, on behalf of himself and all others similarly situated, petition any such court
for the appointment of a successor trustee.  Such court may thereupon, after such notice, if any, as it may deem proper and prescribe, appoint a successor trustee.
 

(b) In case at any time any of the following shall occur:
 

(i) the Trustee shall fail to comply with the provisions of Section 6.8 with respect to any series of Securities after written request
therefor by the Issuer or by any Securityholder who has been a bona fide Holder of a Security or Securities of such series for at least six months; or

 
(ii) the Trustee shall cease to be eligible in accordance with the provisions of Section 6.9 and shall fail to resign after written request

therefor by the Issuer or by any such Securityholder; or
 

(iii) the Trustee shall become incapable of acting with respect to any series of Securities, or shall be adjudged a bankrupt or
insolvent, or a receiver or liquidator of the Trustee or of its property shall be appointed, or any public officer shall take charge or control of the Trustee or
of its property or affairs for the purpose of rehabilitation, conservation or liquidation;

 
then, in any such case, the Issuer may remove the Trustee with respect to the applicable series of Securities and appoint a successor trustee for such series by
written instrument, in duplicate, executed by order of the Board of Directors one copy of which instrument shall be delivered to the Trustee so removed and one
copy to the successor trustee, or, subject to the provisions of Article Five, any Securityholder who has been a bona fide Holder of a Security or Securities of such
series for at least six months may on behalf of himself and all others similarly situated, petition any court of competent jurisdiction for the removal of the Trustee
and the appointment of a successor trustee with respect to such series.  Such court may thereupon, after such notice, if any, as it may deem proper and prescribe,
remove the Trustee and appoint a successor trustee.
 

(c) The Holders of a majority in aggregate principal amount of the Securities of each series then Outstanding may at any time remove the
Trustee with respect to Securities of such series and appoint a successor trustee with respect to the Securities of such series by delivering to the Trustee so
removed, to the successor trustee so appointed and to the Issuer the evidence provided for in Section 7.1 of the action in that regard taken by the
Securityholders.  If no successor trustee shall have been so appointed with respect to any series and have accepted appointment within 30 days after the delivery
of such evidence of removal, the Trustee may petition any court of competent jurisdiction for the appointment of a successor trustee, or any Securityholder who
has been a bona fide Holder of a Security or Securities of the applicable series for at least six months may, subject to the provisions of Section 5.9, on behalf of
himself and all others similarly situated, petition any such court for the appointment of a successor trustee.  Such court may thereupon, after such notice, if any, as
it may deem proper and prescribe, appoint a successor trustee.
 

(d) Any resignation or removal of the Trustee with respect to any series of Securities and any appointment of a successor trustee with respect
to such series pursuant to any of the provisions of this Section 6.10 shall become effective upon acceptance of appointment by the successor trustee as provided in
Section 6.11.
 

SECTION 6.11.   Acceptance of Appointment by Successor Trustee.
 

  Any successor trustee appointed as provided in Section 6.10 shall execute and deliver to the Issuer and to its predecessor trustee an instrument
accepting such appointment hereunder, and thereupon the resignation or removal of the predecessor trustee with respect to all or any applicable series shall
become effective and such successor trustee, without any further act, deed or conveyance, shall become vested with all rights, powers, duties and obligations with
respect to such series of its predecessor hereunder, with like effect as if originally named as trustee for such series hereunder; but, nevertheless, on the written
request of the Issuer or of the successor trustee, upon payment of its charges then unpaid, the trustee ceasing to act shall, subject to Section 10.4, pay over to the
successor trustee all moneys at the time held by it hereunder and shall execute and deliver an instrument transferring to such successor trustee all such rights,
powers, duties and obligations.  Upon request of any such successor trustee, the Issuer shall execute any and all instruments in writing for more fully and certainly
vesting in and confirming to such successor trustee all such rights and powers.  Any trustee ceasing to act shall, nevertheless, retain a prior claim upon all property
or funds held or collected by such trustee to secure any amounts then due it pursuant to the provisions of Section 6.6.
 

If a successor trustee is appointed with respect to the Securities of one or more (but not all) series, the Issuer, the predecessor Trustee and each successor
trustee with respect to the Securities of any applicable series shall execute and deliver an indenture supplemental hereto which shall contain such provisions as



shall be deemed necessary or desirable to confirm that all the rights, powers, trusts and duties of the predecessor Trustee with respect to the Securities of any
series as to which the predecessor Trustee is not retiring shall continue to be vested in the predecessor Trustee, and shall add to or change any of the provisions of
this Indenture as shall be necessary to provide for or facilitate the administration of the trusts hereunder by more than one trustee, it being understood that nothing
herein or in such supplemental indenture shall constitute such trustees co-trustees of the same trust and that each such trustee shall be trustee of a trust or trusts
under separate indentures.
 

No successor trustee with respect to any series of Securities shall accept appointment as provided in this Section 6.11 unless at the time of such
acceptance such successor trustee shall be qualified under the provisions of Section 6.8 and eligible under the provisions of Section 6.9.
 

Upon acceptance of appointment by any successor trustee as provided in this Section 6.11, the Issuer shall give notice thereof to the Holders of Securities
of each series affected, by mailing such notice to such Holders at their addresses as they shall appear on the Securities register.  If the Issuer fails to give such
notice within ten days after acceptance of appointment by the successor trustee, the successor trustee shall cause such notice to be given at the expense of the
Issuer.
 

SECTION 6.12.   Merger, Conversion, Consolidation or Succession to Business of Trustee.
 

  Any corporation into which the Trustee may be merged or converted or with which it may be consolidated, or any corporation resulting from
any merger, conversion or consolidation to which the Trustee shall be a party, or any corporation succeeding to all or substantially all of the corporate trust
business of the Trustee (including the trust created by this Indenture), shall be the successor of the Trustee hereunder, provided that such corporation shall be
qualified under the provisions of Section 6.8 and eligible under the provisions of Section 6.9, without the execution or filing of any paper or any further act on the
part of any of the parties hereto, anything herein to the contrary notwithstanding.
 

In case at the time such successor to the Trustee shall succeed to the trusts created by this Indenture and any of the Securities of any series shall have
been authenticated but not delivered, any such successor to the Trustee may adopt the certificate of authentication of any predecessor Trustee and deliver such
Securities so authenticated; and, in case at that time any of the Securities of any series shall not have been authenticated, any successor to the Trustee may
authenticate such Securities either in the name of any predecessor hereunder or in the name of the successor Trustee; and in all such cases such certificate of
authentication shall have the full force as if such successor Trustee had itself authenticated such Securities; provided, that the right to adopt the certificate of
authentication of any predecessor Trustee or to authenticate Securities of any series in the name of any predecessor Trustee shall apply only to its successor or
successors by merger, conversion or consolidation.
 

SECTION 6.13.   Preferential Collection of Claims Against the Issuer.
 

  The Trustee shall comply with Section 311(a) of the Trust Indenture Act of 1939, excluding any creditor relationship listed in Section 311(b)
of the Trust Indenture Act of 1939.  A Trustee who has resigned or been removed shall be subject to Section 311(a) of the Trust Indenture Act of 1939 to the
extent indicated therein.
 

SECTION 6.14.   Appointment of Authenticating Agent.
 

  As long as any Securities of a series remain Outstanding, the Trustee may, by an instrument in writing, appoint with the approval of the Issuer
an authenticating agent (the “Authenticating Agent”) which shall be authorized to act on behalf of the Trustee to authenticate Securities, including Securities
issued upon exchange, registration of transfer, partial redemption or pursuant to Section 2.9. Securities of each such series authenticated by such Authenticating
Agent shall be entitled to the benefits of this Indenture and shall be valid and obligatory for all purposes as if authenticated by the Trustee.  Whenever reference is
made in this Indenture to the authentication and delivery of Securities of any series by the Trustee or to the Trustee’s Certificate of Authentication, such reference
shall be deemed to include authentication and delivery on behalf of the Trustee by an Authenticating Agent for such series and a Certificate of Authentication
executed on behalf of the Trustee by such Authenticating Agent.  Such Authenticating Agent shall at all times be a corporation organized and doing business
under the laws of the United States of America or of any state thereof or the District of Columbia, authorized under such laws to exercise corporate trust powers,
having a combined capital and surplus of at least $25,000,000 (determined as provided in Section 6.9 with respect to the Trustee) and subject to supervision or
examination by federal or state authority.
 

Any corporation into which any Authenticating Agent may be merged or converted, or with which it may be consolidated, or any corporation resulting
from any merger, conversion or consolidation to which any Authenticating Agent shall be a party, or any corporation succeeding to the corporate agency business
(including the authenticating agency contemplated by this Indenture) of any Authenticating Agent, shall continue to be the Authenticating Agent with respect to
all series of Securities for which it served as Authenticating Agent without the execution or filing of any paper or any further act on the part of the Trustee or such
Authenticating Agent.  Any Authenticating Agent may at any time, and if it shall cease to be eligible shall, resign by giving written notice of resignation to the
Trustee and to the Issuer.  The Trustee may at any time terminate the agency of an Authenticating Agent by giving written notice thereof to such Authenticating
Agent and to the Issuer.
 

Upon receiving such a notice of resignation or upon such a termination, or in case at any time any Authenticating Agent shall cease to be eligible in
accordance with the provisions of this Section 6.14 with respect to one or more series of Securities, the Trustee may appoint a successor Authenticating Agent
which shall be acceptable to the Issuer and the Issuer shall provide notice of such appointment to all Holders of Securities of such series in the manner and to the
extent provided in Section 11.4.  Any successor Authenticating Agent upon acceptance of its appointment hereunder shall become vested with all rights, powers,
duties and responsibilities of its predecessor hereunder, with like effect as if originally named as Authenticating Agent.  The Issuer agrees to pay to the
Authenticating Agent for such series from time to time reasonable compensation.  The Authenticating Agent for the Securities of any series shall have no
responsibility or liability for any action taken by it as such at the direction of the Trustee.
 

Sections 6.2, 6.3, 6.4 and 7.3 shall be applicable to any Authenticating Agent.
 

ARTICLE SEVEN
 

CONCERNING THE SECURITYHOLDERS
 

SECTION 7.1.   Evidence of Action Taken by Securityholders.
 

  Any request, demand, authorization, direction, notice, consent, waiver or other action provided by this Indenture to be given or taken by a
specified percentage in principal amount of the Securityholders of any or all series may be embodied in and evidenced by one or more instruments of substantially
similar tenor signed by such specified percentage of Securityholders in person or by agent duly appointed in writing; and, except as herein otherwise expressly



provided, such action shall become effective when such instrument or instruments are delivered to the Trustee.  Proof of execution of any instrument or of a
writing appointing any such agent shall be sufficient for any purpose of this Indenture and (subject to Sections 6.1 and 6.2) conclusive in favor of the Trustee and
the Issuer, if made in the manner provided in this Article Seven.
 

SECTION 7.2.   Proof of Execution of Instruments and of Holding of Securities.
 

  Subject to Sections 6.1 and 6.2, the execution of any instrument by a Securityholder or his agent or proxy may be proved in the following
manner:
 

(a) The fact and date of the execution by any Holder of any instrument may be proved by the certificate of any notary public or other
officer of any jurisdiction authorized to take acknowledgments of deeds or administer oaths that the person executing such instruments acknowledged to
him the execution thereof, or by an affidavit of a witness to such execution sworn to before any such notary or other such officer.  Where such execution
is by or on behalf of any legal entity other than an individual, such certificate or affidavit shall also constitute sufficient proof of the authority of the
person executing the same.

 
(b) The ownership of Securities shall be proved by the Security register or by a certificate of the Security registrar.

 
SECTION 7.3.   Holders to be Treated as Owners.

 
  The Issuer, the Trustee and any agent of the Issuer or the Trustee may deem and treat the Person in whose name any Security shall be

registered upon the Security register for such series as the absolute owner of such Security (whether or not such Security shall be overdue and notwithstanding
any notation of ownership or other writing thereon) for the purpose of receiving payment of or on account of the principal of and, subject to the provisions of this
Indenture, interest, if any, on such Security and for all other purposes; and neither the Issuer nor the Trustee nor any agent of the Issuer or the Trustee shall be
affected by any notice to the contrary.
 

SECTION 7.4.   Securities Owned by Issuer Deemed Not Outstanding.
 

  In determining whether the Holders of the requisite aggregate principal amount of Outstanding Securities of any or all series have concurred in
any direction, consent or waiver under this Indenture, Securities which are owned by the Issuer or any other obligor on the Securities with respect to which such
determination is being made or by any Affiliate of the Issuer or any other obligor on the Securities with respect to which such determination is being made shall
be disregarded and deemed not to be Outstanding for the purpose of any such determination, except that for the purpose of determining whether the Trustee shall
be protected in relying on any such direction, consent or waiver only Securities which a Responsible Officer of the Trustee knows are so owned shall be so
disregarded.  Securities so owned which have been pledged in good faith may be regarded as Outstanding if the pledgee establishes to the satisfaction of the
Trustee the pledgee’s right so to act with respect to such Securities and that the pledgee is not the Issuer or any other obligor upon the Securities or any Affiliate of
the Issuer or any other obligor on the Securities.  In case of a dispute as to such right, the advice of counsel shall be full protection in respect of any decision made
by the Trustee in accordance with such advice.  Upon request of the Trustee, the Issuer shall furnish to the Trustee promptly an Officers’ Certificate listing and
identifying all Securities, if any, known by the Issuer to be owned or held by or for the account of any of the above-described Persons; and, subject to Sections 6.1
and 6.2, the Trustee shall be entitled to accept such Officers’ Certificate as conclusive evidence of the facts therein set forth and of the fact that all Securities not
listed therein are Outstanding for the purpose of any such determination.
 

SECTION 7.5.   Right of Revocation of Action Taken.
 

  At any time prior to (but not after) the evidencing to the Trustee, as provided in Section 7.1, of the taking of any action by the Holders of the
percentage in aggregate principal amount of the Securities of any or all series, as the case may be, specified in this Indenture in connection with such action, any
Holder of a Security the serial number of which is shown by the evidence to be included among the serial numbers of the Securities the Holders of which have
consented to such action may, by filing written notice at the Corporate Trust Office and upon proof of holding as provided in this Article Seven, revoke such
action so far as concerns such Security provided that such revocation shall not become effective until three Business Days after such filing.  Except as aforesaid,
any such action taken by the Holder of any Security shall be conclusive and binding upon such Holder and upon all future Holders and owners of such Security
and of any Securities issued in exchange or substitution therefor or on registration of transfer thereof, irrespective of whether or not any notation in regard thereto
is made upon any such Security.  Any action taken by the Holders of the percentage in aggregate principal amount of the Securities of any or all series, as the case
may be, specified in this Indenture in connection with such action shall be conclusively binding upon the Issuer, the Trustee and the Holders of all the Securities
affected by such action.
 

SECTION 7.6.   Record Date for Consents and Waivers.
 

  The Issuer may, but shall not be obligated to, establish a record date for the purpose of determining the Persons entitled to (i) waive any past
default with respect to the Securities of such series in accordance with Section 5.7 of the Indenture, (ii) consent to any supplemental indenture in accordance with
Section 8.2 of the Indenture or (iii) waive compliance with any term, condition or provision of any covenant hereunder.  If a record date is fixed, the Holders on
such record date, or their duly designated proxies, and any such Persons, shall be entitled to waive any such past default, consent to any such supplemental
indenture or waive compliance with any such term, condition or provision, whether or not such Holder remains a Holder after such record date; provided,
however, that unless such waiver or consent is obtained from the Holders, or duly designated proxies, of the requisite principal amount of Outstanding Securities
of such series prior to the date which is the 120th day after such record date, any such waiver or consent previously given shall automatically and, without further
action by any Holder be cancelled and of no further effect.
 

ARTICLE EIGHT
 

SUPPLEMENTAL INDENTURES
 

SECTION 8.1.   Supplemental Indentures Without Consent of Securityholders.
 

  The Issuer, when authorized by a Board Resolution (which resolution may provide general terms or parameters for such action and may
provide that the specific terms of such action may be determined in accordance with or pursuant to an Issuer Order), and the Trustee may from time to time and at
any time enter into an indenture or indentures supplemental hereto (which shall conform to the provisions of the Trust Indenture Act of 1939 as in force at the
date of the execution thereof) for one or more of the following purposes:
 



(a) to convey, transfer, assign, mortgage or pledge to the Trustee as security for the Securities of one or more series any property or
assets;

 
(b) to evidence the succession of another Person to the Issuer or Hovnanian or successive successions, and the assumption by the

successor Person of the covenants, agreements and obligations of the Issuer or Hovnanian herein and in the Securities or the Guarantees or to otherwise
evidence compliance with Article Nine hereof;

 
(c) to add to the covenants of the Issuer or Hovnanian such further covenants, restrictions, conditions or provisions for the protection

of the Holders of all or any series of Securities (and if such covenants, restrictions, conditions or provisions are to be for the protection of less than all
series of Securities, stating that the same are expressly being included solely for the protection of such series), or to surrender any right or power herein
conferred upon the Issuer or Hovnanian, and to make the occurrence, or the occurrence and continuance, of a default in any such additional covenants,
restrictions, conditions or provisions an Event of Default permitting the enforcement of all or any of the several remedies provided in this Indenture as
herein set forth; provided, however, that in respect of any such additional covenant, restriction, condition or provision such supplemental indenture may
provide for a particular period of grace after default (which period may be shorter or longer than that allowed in the case of other defaults) or may
provide for an immediate enforcement upon such an Event of Default or may limit the remedies available to the Trustee upon such an Event of Default or
may limit the right of the Holders of a majority in aggregate principal amount of the Securities of such series to waive such an Event of Default;

 
(d) to cure any ambiguity or to correct or supplement any provision contained herein or in any supplemental indenture which may be

defective or inconsistent with any other provision contained herein or in any supplemental indenture;
 

(e) to establish the form or terms of Securities or the Guarantees to be endorsed thereon of any series as permitted by Sections 2.1
and 2.3, to provide for any Guarantees of the Securities of any series and to confirm and evidence the termination or discharge of any Guarantee of or
mortgage, lien, pledge, charge, security interest or encumbrance securing the Securities of a series when such release, termination or discharge is
permitted by the Indenture;

 
(f) to provide for the issuance of uncertificated Securities of any series (including Securities registrable as to principal only) in

addition to or in place of certificated Securities and to provide for exchangeability of such Securities for the Securities issued hereunder in fully
registered form and to make all appropriate changes for such purpose;

 
(g) to modify, eliminate or add to the provisions of this Indenture to such extent as shall be necessary to effect the qualification of

this Indenture under the Trust Indenture Act of 1939, or under any similar federal statute hereafter enacted, and to add to this Indenture such other
provisions as may be expressly permitted by the Trust Indenture Act of 1939, excluding, however, the provisions referred to in Section 316(a)(2) of the
Trust Indenture Act of 1939 as in effect at the date as of which this instrument was executed or any corresponding provision provided for in any similar
federal statute hereafter enacted;

 
(h) to evidence and provide for the acceptance of appointment hereunder of a Trustee other than Wilmington Trust Company as

Trustee for a series of Securities and to add to or change any of the provisions of this Indenture as shall be necessary to provide for or facilitate the
administration of the trusts hereunder by more than one Trustee, pursuant to the requirements of Section 6.9 hereof;

 
(i) subject to Section 8.2 hereof, to add to or modify the provisions hereof as may be necessary or desirable to provide for the

denomination of Securities in foreign currencies which shall not adversely affect the interests of the Holders of the Securities in any material respect;
 

(j) to modify the covenants or Events of Default of the Issuer solely in respect of, or add new covenants or Events of Default of the
Issuer that apply solely to, Securities not Outstanding on the date of such supplemental indenture;

 
(k) to evidence and provide for the acceptance of appointment hereunder by a successor trustee with respect to the Securities of one

or more series and to add to or change any of the provisions of this Indenture as shall be necessary to provide for or facilitate the administration of the
trusts hereunder by more than one trustee, pursuant to the requirements of Section 6.11;

 
(l) to conform the text of this Indenture, the Securities of any series, or the Guarantees to any provision of the “Description of Debt

Securities” section of any prospectus or the comparable section in any applicable prospectus supplement that is used to sell the Securities of such series
to the extent that such provision was intended to be a verbatim recitation of a provision of this Indenture, the Securities of such series sold thereby, or the
Guarantees thereof; and

 
(m) to make any other change that does not adversely affect the legal rights of any Holder of Securities of the series affected by such

change.
 

The Trustee is hereby authorized to join with the Issuer in the execution of any such supplemental indenture, to make any further appropriate agreements
and stipulations which may be therein contained and to accept the conveyance, transfer, assignment, mortgage or pledge of any property thereunder, but the
Trustee shall not be obligated to enter into any such supplemental indenture which affects the Trustee’s own rights, duties or immunities under this Indenture or
otherwise.
 

Any supplemental indenture authorized by the provisions of this Section may be executed without the consent of the Holders of any of the Securities
then Outstanding, notwithstanding any of the provisions of Section 8.2.
 

SECTION 8.2.   Supplemental Indentures with Consent of Securityholders.
 

  With the consent (evidenced as provided in Article Seven and including written consents obtained in connection with a tender offer or
exchange offer) of the Holders of not less than a majority in aggregate principal amount of the Securities then Outstanding of any series affected thereby, the
Issuer, when authorized by a Board Resolution (which resolution may provide general terms or parameters for such action and may provide that the specific terms
of such action may be determined in accordance with or pursuant to an Issuer Order), and the Trustee may, from time to time and at any time, enter into an
indenture or indentures supplemental hereto (which shall conform to the provisions of the Trust Indenture Act of 1939 as in force at the date of execution thereof)
for the purpose of adding any provisions to or changing in any manner or eliminating any of the provisions of this Indenture or of any supplemental indenture or
of modifying in any manner the rights of the Holders of the Securities of such series or waiving future compliance with any provision of the Indenture or the



Securities (other than a continuing default or Event of Default in the payment of principal of or interest on Securities, which shall require the consent of the
Holders of each Security so affected); provided, that no such supplemental indenture or waiver shall (a) change the stated final maturity of the principal of any
Security, or reduce the principal amount thereof, or reduce the rate or extend the time of payment of interest (including default interest), if any, thereon (or, in the
case of an Original Issue Discount Security, reduce the rate of accretion of original issue discount thereon), or reduce or alter the method of computation of any
amount payable on redemption, repayment or purchase by the Issuer thereof (or the time at which any such redemption, repayment or purchase may be made), or
make the principal thereof (including any amount in respect of original issue discount), or interest, if any, thereon payable in any coin or currency other than that
provided in the Securities or in accordance with the terms of the Securities, or reduce the amount of the principal of an Original Issue Discount Security that
would be due and payable upon an acceleration of the maturity thereof pursuant to Section 5.1 or the amount thereof provable in bankruptcy pursuant to Section
5.2, make any change to Sections 5.4 or 5.7, or impair or affect the right of any Securityholder to institute suit for the payment thereof or, if the Securities provide
therefor, any right of repayment or purchase at the option of the Securityholder, in each case without the consent of the Holder of each Security so affected or
modify the ranking or priority of the Securities or the Guarantees issued hereunder, or (b) reduce the aforesaid percentage of Securities of any series, the consent
of the Holders of which is required for any such supplemental indenture, without the consent of the Holders of each Security so affected.  No consent of any
Holder of any Security shall be necessary under this Section 8.2 to permit the Trustee and the Issuer to execute supplemental indentures pursuant to Sections 8.1
and 9.2.
 

A supplemental indenture which changes or eliminates any covenant, Event of Default or other provision of this Indenture which has expressly been
included solely for the benefit of one or more particular series of Securities, or which modifies the rights of Holders of Securities of such series, with respect to
such covenant or provision, shall be deemed not to affect the rights under this Indenture of the Holders of Securities of any other series.
 

Upon the request of the Issuer, accompanied by a copy of a resolution of the Board of Directors (which resolution may provide general terms or
parameters for such action and may provide that the specific terms of such action may be determined in accordance with or pursuant to an Issuer Order) certified
by the secretary or an assistant secretary of the Issuer authorizing the execution of any such supplemental indenture, and upon the filing with the Trustee of
evidence of the consent of the Holders of the Securities as aforesaid and other documents, if any, required by Section 7.1, the Trustee shall join with the Issuer in
the execution of such supplemental indenture unless such supplemental indenture affects the Trustee’s own rights, duties or immunities under this Indenture or
otherwise, in which case the Trustee may at its discretion, but shall not be obligated to, enter into such supplemental indenture.
 

It shall not be necessary for the consent of the Securityholders under this Section 8.2 to approve the particular form of any proposed supplemental
indenture, but it shall be sufficient if such consent shall approve the substance thereof.
 

Promptly after the execution by the Issuer and the Trustee of any supplemental indenture pursuant to the provisions of this Section 8.2, the Issuer (or the
Trustee at the request and expense of the Issuer) shall give notice thereof to the Holders of then Outstanding Securities of each series affected thereby, as provided
in Section 11.4. Any failure of the Issuer to give such notice, or any defect therein, shall not, however, in any way impair or affect the validity of any such
supplemental indenture.
 

SECTION 8.3.   Effect of Supplemental Indenture.
 

  Upon the execution of any supplemental indenture pursuant to the provisions hereof, this Indenture shall be and shall be deemed to be
modified and amended in accordance therewith and the respective rights, limitations of rights, obligations, duties and immunities under this Indenture of the
Trustee, the Issuer, Hovnanian, the Guarantors and the Holders of Securities of each series affected thereby shall thereafter be determined, exercised and enforced
hereunder subject in all respects to such modifications and amendments, and all the terms and conditions of any such supplemental indenture shall be and shall be
deemed to be part of the terms and conditions of this Indenture for any and all purposes.
 

SECTION 8.4.   Documents to Be Given to Trustee.
 

  The Trustee, subject to the provisions of Sections 6.1 and 6.2, shall be entitled to receive an Officers’ Certificate and an Opinion of Counsel as
provided in Section 11.5 as conclusive evidence that any supplemental indenture executed pursuant to this Article Eight complies with the applicable provisions
of this Indenture and that all conditions precedent to the execution and delivery of such supplemental indenture have been satisfied.  An Opinion of Counsel
pursuant to this Section 8.4 shall also include (a) an opinion that any such supplemental indenture has been duly authorized, executed and delivered and
constitutes the valid and legally binding obligation of the Issuer and the Guarantors party thereto, if any, enforceable in accordance with its terms and (b) in the
case of 8.1(m) an opinion that such supplemental indenture does not adversely affect the legal rights of any Holder of Securities of the series affected by such
change.  In rendering such opinion, such counsel may qualify any opinions as to enforceability by stating that such enforceability may be limited by bankruptcy,
insolvency, fraudulent conveyance, reorganization, liquidation, moratorium and other similar laws relating to or affecting the rights and remedies of creditors and
is subject to general principles of equity (regardless of whether such enforceability is considered in a proceeding in equity or at law) and an implied covenant of
good faith and fair dealing.
 

SECTION 8.5.   Notation on Securities in Respect of Supplemental Indentures.
 

  Securities of any series authenticated and delivered after the execution of any supplemental indenture pursuant to the provisions of this Article
Eight may bear a notation in form approved by the Trustee for such series as to any matter provided for by such supplemental indenture or as to any action taken
by Securityholders.  If the Issuer or the Trustee shall so determine, new Securities of any series so modified as to conform, in the opinion of the Trustee and the
Issuer, to any modification of this Indenture contained in any such supplemental indenture may be prepared and executed by the Issuer, and such Securities may
be authenticated by the Trustee and delivered in exchange for the Securities of such series then Outstanding.
 

ARTICLE NINE
 

CONSOLIDATION, MERGER, SALE, LEASE, EXCHANGE OR OTHER
 

DISPOSITION
 

SECTION 9.1.   Consolidation Permitted, etc., on Certain Terms.
 

  Subject to the provisions of Section 9.2, nothing contained in this Indenture or in any of the Securities shall prevent any consolidation or
merger of the Issuer or Hovnanian with or into any other Person or Persons (whether or not affiliated with the Issuer), or successive consolidations or mergers in
which the Issuer or Hovnanian or their successor or successors shall be a party or parties, or shall prevent any sale, lease, exchange or other disposition of all or
substantially all the property and assets of the Issuer or Hovnanian to any other Person (whether or not affiliated with the Issuer or Hovnanian) authorized to
acquire and operate the same; provided, however, and the Issuer and Hovnanian hereby covenant and agree, that any such consolidation, merger, sale, lease,



exchange or other disposition shall be upon the conditions that (a) immediately after giving effect to such consolidation, merger, sale, lease, exchange or other
disposition of the Person (whether the Issuer or Hovnanian or such other Person) formed by or surviving any such consolidation or merger, or to which such sale,
lease, exchange or other disposition shall have been made, no Event of Default, and no event which after notice or lapse of time or both, would become an Event
of Default, shall have occurred and be continuing; (b) the Person (if other than the Issuer or Hovnanian) formed by or surviving any such consolidation or merger,
or to which such sale, lease, exchange or other disposition shall have been made, shall be a corporation or partnership organized under the laws of the United
States of America, any state thereof or the District of Columbia; and (c) the due and punctual payment of the principal of premium, if any, and interest, if any, on
all the Securities, according to their tenor, and the due and punctual performance and observance of all of the covenants and conditions of this Indenture to be
performed by the Issuer or Hovnanian, shall be expressly assumed, by supplemental indenture satisfactory in form to the Trustee executed and delivered to the
Trustee, by the Person (if other than the Issuer or Hovnanian) formed by such consolidation, or into which the Issuer or Hovnanian shall have been merged, or by
the Person which shall have acquired or leased such property.
 

SECTION 9.2.   Successor Corporation to be Substituted.
 

  In case of any such consolidation or merger or any sale, conveyance or lease of all or substantially all of the property of the Issuer or
Hovnanian and upon the assumption by the successor Person, by supplemental indenture executed and delivered to the Trustee and satisfactory in form to the
Trustee, of the due and punctual payment of the principal of, premium, if any, and interest, if any, on all of the Securities and the due and punctual performance of
all of the covenants and conditions of this Indenture to be performed by the Issuer or Hovnanian, such successor Person shall succeed to and be substituted for the
Issuer or Hovnanian, with the same effect as if it had been named herein as the party of the first part, and the Issuer or Hovnanian (including any intervening
successor to the Issuer or Hovnanian which shall have become the obligor hereunder) shall be relieved of any further obligation under this Indenture and the
Securities; provided, however, that in the case of a sale, lease, exchange or other disposition of the property and assets of the Issuer or Hovnanian (including any
such intervening successor), the Issuer or Hovnanian (including any such intervening successor) shall continue to be liable on its obligations under this Indenture
and the Securities to the extent, but only to the extent, of liability to pay the principal of, premium, if any, and interest, if any, on the Securities at the time, places
and rate prescribed in this Indenture and the Securities.  Such successor Person thereupon may cause to be signed, and may issue either in its own name or in the
name of the Issuer or Hovnanian, any or all of the Securities issuable hereunder which theretofore shall not have been signed by the Issuer or Hovnanian and
delivered to the Trustee; and, upon the order of such successor Person instead of the Issuer or Hovnanian and subject to all the terms, conditions and limitations in
this Indenture prescribed, the Trustee shall authenticate and shall deliver any Securities which previously shall have been signed and delivered by the officers of
the Issuer or Hovnanian to the Trustee for authentication, and any Securities which such successor Person thereafter shall cause to be signed and delivered to the
Trustee for that purpose.  All the Securities so issued shall in all respects have the same legal rank and benefit under this Indenture as the Securities theretofore or
thereafter issued in accordance with the terms of this Indenture as though all of such Securities had been issued at the date of the execution hereof.
 

In case of any such consolidation or merger or any sale, lease, exchange or other disposition of all or substantially all of the property and assets of the
Issuer or Hovnanian, such changes in phraseology and form (but not in substance) may be made in the Securities, thereafter to be issued, as may be appropriate.
 

SECTION 9.3.   Opinion of Counsel to be Given Trustee.
 

  The Trustee, subject to Sections 6.1 and 6.2, shall receive an Officers’ Certificate and Opinion of Counsel as conclusive evidence that any such
consolidation, merger, sale, lease, exchange or other disposition and any such assumption complies with the provisions of this Article Nine.
 

ARTICLE TEN
 

LEGAL DEFEASANCE AND COVENANT DEFEASANCE
 

SECTION 10.1.   Applicability of Article.
 

  Unless specified otherwise pursuant to Section 2.3 for Securities of a series, this Article shall apply to each series of Securities issued under
this Indenture.
 

SECTION 10.2.   Legal Defeasance and Discharge.
 

  The Issuer shall, subject to the satisfaction of the conditions set forth in Section 10.4 hereof, be deemed to have been discharged from its
obligations with respect to the Outstanding Securities of any series on the date the conditions set forth below are satisfied with respect to such series (hereinafter,
“Legal Defeasance”).  For this purpose, Legal Defeasance means that the Issuer shall be deemed to have paid and discharged the entire Indebtedness represented
by the Outstanding Securities of any series, which shall thereafter be deemed to be Outstanding only for the purposes of Section 10.5 hereof and the other
Sections of this Indenture referred to in clauses (a) and (b) below, and to have satisfied all of its obligations under such Securities and this Indenture (and the
Trustee, on demand of and at the expense of the Issuer, shall execute proper instruments delivered to it by the Issuer acknowledging the same), except of the
following provisions which shall survive until otherwise terminated or discharged hereunder; (a) the rights of Holder of Outstanding Securities of such series to
receive payments in respect of the principal of, premium, if any, and interest on such Securities when such payments are due from the trust referred to below; (b)
the Issuer’s obligations with respect to the Securities concerning mutilated, destroyed, lost or stolen Securities and the maintenance of an office or agency for
payment and money for security payments held in trust; (c) the rights, powers, trusts, duties and immunities of the Trustee, and the Issuer’s obligations in
connection therewith; and (d) the Legal Defeasance provisions of this Indenture.
 

SECTION 10.3.   Covenant Defeasance.
 

  The Issuer, Hovnanian and the Guarantors shall, subject to the satisfaction of the conditions set forth in Section 10.4 hereof, be released from
their obligations under the covenants contained in Article Nine (other than Section 9.1(c)) and, to the extent described in the applicable supplemental indenture,
with respect to the covenants of any series of Securities, on and after the date that the conditions set forth in Section 10.4 are satisfied with respect to such series
(hereinafter, “Covenant Defeasance”), and the Securities of such series shall thereafter be deemed not Outstanding for the purposes of any direction, waiver,
consent or declaration or act of Holders (and the consequences of any thereof) in connection with such covenants, but shall continue to be deemed Outstanding for
all other purposes hereunder (it being understood that such Securities shall not be deemed outstanding for accounting purposes).  For this purpose, Covenant
Defeasance means that, with respect to the Outstanding Securities of any series, the Issuer may omit to comply with and shall have no liability in respect of any
term, condition or limitation set forth in any such covenant, whether directly or indirectly, by reason of any reference elsewhere herein to any such covenant or by
reason of any reference in any such covenant to any other provision herein or in any other document and such omission to comply shall not constitute a default or
an Event of Default under Section 5.1 hereof, but, except as specified above, the remainder of this Indenture and such Securities shall be unaffected
thereby.  Subject to the satisfaction of the conditions set forth in Section 10.4 hereof, Sections 5.1(d), 5.1(e), 5.1(f) and 5.1(g) hereof shall not constitute Events of
Default or defaults hereunder.



 
SECTION 10.4.   Conditions to Legal or Covenant Defeasance.

 
  The following shall be the conditions to the application of either Section 10.2 or 10.3 hereof to the Outstanding Securities of any series:

 
In order to exercise either Legal Defeasance or Covenant Defeasance:

 
(a) the Issuer must irrevocably deposit, or cause to be deposited, with the Trustee, in trust, for the benefit of the Holders of the Securities of a

particular series, cash in U.S. dollars, U.S. Government Obligations, or a combination thereof, in such amounts as will be sufficient, in the opinion of a nationally
recognized firm of independent public accountants, to pay, without reinvestment, the principal of, premium, if any, and interest on the Outstanding Securities of
such series on the stated maturity thereof or on the applicable redemption date, as the case may be, and the Issuer must specify whether the Securities are being
defeased to maturity or to a particular redemption date;
 

(b) in the case of Legal Defeasance, the Issuer must deliver to the Trustee an Opinion of Counsel reasonably acceptable to the Trustee
confirming that the Issuer has received from, or there has been published by, the Internal Revenue Service a ruling, or there has been a change in the applicable
United States federal income tax law after the date of this Indenture, in either case to the effect that, and based thereon such Opinion of Counsel shall confirm
that, the Holders of the Outstanding Securities of such series will not recognize income, gain or loss for United States federal income tax purposes as a result of
such Legal Defeasance, and will be subject to United States federal income tax on the same amounts, in the same manner and at the same times as would have
been the case if such Legal Defeasance had not occurred;
 

(c) in the case of Covenant Defeasance, the Issuer must deliver to the Trustee an Opinion of Counsel reasonably acceptable to the Trustee
confirming that the Holders of the Outstanding Securities of such series will not recognize income, gain or loss for United States federal income tax purposes as a
result of such Covenant Defeasance, and such Holders will be subject to United States federal income tax on the same amounts, in the same manner and at the
same times as would have been the case if such Covenant Defeasance had not occurred;
 

(d) no default or Event of Default shall have occurred and be continuing on the date of such deposit (other than a default or Event of Default
resulting from the borrowing of funds to be applied to such deposit) or insofar as Events of Default from bankruptcy or insolvency events are concerned, at any
time in the period ending on the 91st day after the date of deposit;
 

(e) such Legal Defeasance or Covenant Defeasance will not result in a breach or violation of, or constitute a default under, any material
agreement or instrument (other than the Indenture) to which the Issuer or any of its Restricted Subsidiaries is a party or by which the issuer or any of its Restricted
Subsidiaries is bound;
 

(f) the Issuer must deliver to the Trustee an Officers’ Certificate stating that the deposit was not made by the Issuer with the intent of
preferring the Holders of the Securities over other creditors of the Issuer, or with the intent of defeating, hindering, delaying or defrauding creditors of the Issuer
or others;
 

(g) the Issuer must deliver to the Trustee an Officers’ Certificate and an opinion of Counsel in the United States reasonably acceptable to the
Trustee, each stating that the conditions precedent provided for or relating to Legal Defeasance or Covenant Defeasance, as applicable, in the case of the Officers’
Certificate, in clauses (a) through (f) and, in the case of the opinion of Counsel, in clauses (b) and (c) of this paragraph, have been complied with.
 

SECTION 10.5.   Deposited Money and Government Securities to be Held in Trust; Other Miscellaneous Provisions.
 

  Subject to Section 10.6 hereof, all money and U.S. Government Obligations (including the proceeds thereof) deposited with the Trustee (or
other qualifying trustee, collectively, and solely for purposes of this Section 10.5, the “Trustee”) pursuant to Section 10.4 hereof in respect of the Outstanding
Securities of any series shall be held in trust and applied by the Trustee, in accordance with the provisions of such Securities and this Indenture, to the payment,
either directly or through any paying agent (including the Issuer acting as paying agent) as the Trustee may determine, to the Holders of such Securities of all
sums due and to become due thereon in respect of principal, premium, if any, and interest, but such money need not be segregated from other funds except to the
extent required by law.
 

The Issuer shall pay and indemnify the Trustee against any tax, fee or other charge imposed on or assessed against the cash or non-callable U.S.
Government Obligations deposited pursuant to Section 10.4 hereof in respect of any series of Securities or the principal and interest received in respect thereof
other than any such tax, fee or other charge which by law is for the account of the Holders of the Outstanding Securities of such series.
 

Anything in this Article Ten to the contrary notwithstanding, the Trustee shall deliver or pay to the Issuer from time to time upon the request of the Issuer
any money or non-callable U.S. Government Obligations held by it as provided in Section 10.4 hereof which, in the opinion of a nationally recognized firm of
independent public accountants expressed in a written certification thereof delivered to the Trustee (which may be the opinion delivered under Section 10.4(a)
hereof), are in excess of the amount thereof that would then be required to be deposited to effect an equivalent Legal Defeasance or Covenant Defeasance.
 

SECTION 10.6.   Repayment to Issuer.
 

  Any money deposited with the Trustee or any paying agent, or then held by the Issuer, in trust for the payment of the principal of, premium or
interest on any Security and remaining unclaimed for two years after such principal, and premium, if any, or interest has become due and payable shall be paid to
the Issuer on its request or (if then held by the Issuer) shall be discharged from such trust; and the Holder of such Security shall thereafter, as an unsecured
creditor, look only to the Issuer for payment thereof, and all liability of the Trustee or such paying agent with respect to such trust money, and all liability of the
Issuer as trustee thereof, shall thereupon cease; provided, however, that the Trustee or such paying agent, before being required to make any such repayment, may
at the expense of the Issuer cause to be published once, in the New York Times and The Wall Street Journal (national edition), notice that such money remains
unclaimed and that, after a date specified therein, which shall not be less than 30 days from the date of such notification or publication, any unclaimed balance of
such money then remaining will be repaid to the Issuer.
 

SECTION 10.7.    Reinstatement.
 

   If the Trustee or paying agent is unable to apply any money or non-callable U.S. Government Obligations in accordance with Section 10.2 or
10.3 hereof, as the case may be, by reason of any order or judgment of any court or governmental authority enjoining, restraining or otherwise prohibiting such
application, then the Issuer’s obligations under this Indenture and the Securities shall be revived and reinstated as though no deposit had occurred pursuant to



Section 10.2 or 10.3 hereof until such time as the Trustee or paying agent is permitted to apply all such money in accordance with Section 10.2 or 10.3 hereof, as
the case may be; provided, however, that, if the Issuer makes any payment of principal of, premium, if any, or interest on any Security following the reinstatement
of its obligations, the Issuer shall be subrogated to the rights of the Holders of such Securities to receive such payment from the money held by the Trustee or
paying agent.
 

SECTION 10.8.   Survival.
 

  The Trustee’s rights under this Article Ten shall survive termination of this Indenture.
 

SECTION 10.9.   Satisfaction and Discharge of Indenture.
 

  If at any time (a)(i) the Issuer shall have paid or caused to be paid the principal of, premium, if any, and interest, if any, on all the Securities
Outstanding of any series (other than Securities which have been destroyed, lost or stolen and which have been replaced or paid as provided in Section 2.9) as and
when the same shall have become due and payable, or (ii) the Issuer shall have delivered to the Trustee for cancellation all Securities of any series theretofore
authenticated (other than Securities which have been destroyed, lost or stolen and which have been replaced or paid as provided in Section 2.9), or (b)(i) the
Securities of any series mature within one year, or all of them are to be called for redemption within one year under arrangements satisfactory to the Trustee for
giving the notice of redemption, (ii) the Issuer irrevocably deposits in trust with the Trustee, as trust funds solely for the benefit of the Holders, money or U.S.
Government Obligations or a combination thereof sufficient, in the opinion of a nationally recognized firm of independent public accountants expressed in a
written certificate delivered to the Trustee, without consideration of any reinvestment, to pay principal of and premium and interest on the Securities to maturity
or redemption, as the case may be, and to pay all other sums payable by it hereunder, (iii) no Event of Default has occurred and is continuing on the date of the
deposit, (iv) the deposit will not result in a breach or violation of, or constitute a default under, the Indenture or any other agreement or instrument to which the
Issuer is a party or by which it is bound, and (v) the Issuer delivers to the Trustee an Officers’ Certificate and an Opinion of Counsel, in each case stating that all
conditions precedent provided for herein relating to the satisfaction and discharge of the Indenture have been complied with; and if, in any such case, the Issuer
shall also pay or cause to be paid all other sums payable hereunder by the Issuer (including all amounts, payable to the Trustee pursuant to Section 6.6), then, (x)
after satisfying the conditions in clause (a), only the Issuer’s obligations under Sections 6.6 and 10.5, as applicable, will survive or (y) after satisfying the
conditions in clause (b), only the Issuer’s or obligations in Article Two and Sections 3.1, 3.2, 6.6, 6.10, 10.5, 10.6 and 10.7 will survive, and, in either case, the
Trustee, on demand of the Issuer accompanied by an Officers’ Certificate and an Opinion of Counsel, each stating that all conditions precedent relating to the
satisfaction and discharge contemplated by this provision have been complied with, and at the cost and expense of the Issuer, shall execute proper instruments
acknowledging such satisfaction and discharging of this Indenture. The Issuer agrees to reimburse the Trustee for any costs or expenses thereafter reasonably and
properly incurred, and to compensate the Trustee for any services thereafter reasonably and properly rendered, by the Trustee in connection with this Indenture or
the Securities.
 

ARTICLE ELEVEN
 

MISCELLANEOUS PROVISIONS
 

SECTION 11.1.   Partners, Incorporators, Stockholders, Officers and Directors of Issuer Exempt from Individual Liability.
 

  No recourse under or upon any obligation, covenant or agreement contained in this Indenture, or in any Security, or because of any
indebtedness evidenced thereby, shall be had against any incorporator, as such or against any past, present or future stockholder, officer, director or employee, as
such, of the Issuer, Hovnanian or the Guarantors or any partner of the Issuer, Hovnanian or the Guarantors or of any successor, either directly or through the
Issuer, Hovnanian or the Guarantors or any successor, under any rule of law, statute or constitutional provision or by the enforcement of any assessment or by any
legal or equitable proceeding or otherwise, all such liability being expressly waived and released by the acceptance of the Securities by the Holders thereof and as
part of the consideration for the issue of the Securities.
 

SECTION 11.2.   Provisions of Indenture for the Sole Benefit of Parties and Holders of Securities.
 

  Nothing in this Indenture or in the Securities, expressed or implied, shall give or be construed to give to any Person, other than the parties
hereto and their successors and the Holders of the Senior Indebtedness and the Holders of the Securities, any legal or equitable right, remedy or claim under this
Indenture or under any covenant or provision herein contained, all such covenants and provisions being for the sole benefit of the parties hereto and their
successors and of the Holders of the Securities.
 

SECTION 11.3.   Successors and Assigns of Issuer Bound by Indenture.
 

  All the covenants, stipulations, promises and agreements in this Indenture contained by or on behalf of the Issuer shall bind its successors and
assigns, whether so expressed or not.
 

SECTION 11.4.   Notices and Demands on Issuer, Trustee and Holders of Securities.
 

  Any notice or demand which by any provision of this Indenture is required or permitted to be given or served by the Trustee or by the Holders
of Securities to or on the Issuer, or as required pursuant to the Trust Indenture Act of 1939, may be given or served by being deposited postage prepaid, first-class
mail (except as otherwise specifically provided herein) addressed (until another address of the Issuer is filed by the Issuer with the Trustee) to K. Hovnanian
Enterprises, Inc., 110 West Front Street, P.O. Box 500, Red Bank, New Jersey 07701.  Any notice, direction, request or demand by the Issuer or any Holder of
Securities to or upon the Trustee shall be deemed to have been sufficiently given or served by being deposited postage prepaid, first-class mail (except as
otherwise specifically provided herein) addressed (until another address of the Trustee is filed by the Trustee with the Issuer) to Wilmington Trust Company,
Rodney Square North, 1100 North Market Street, Wilmington, DE 19890 [specify series of Securities]).
 

Where this Indenture provides for notice to Holders of Securities, such notice shall be sufficiently given (unless otherwise herein expressly provided) if
in writing and mailed, first-class postage prepaid, to each Holder entitled thereto, at his last address as it appears in the Security register.  Where this Indenture
provides for notice in any manner, such notice may be waived in writing by the Person entitled to receive such notice, either before or after the event, and such
waiver shall be the equivalent of such notice.  Waivers of notice by Holders shall be filed with the Trustee, but such filing shall not be a condition precedent to the
validity of any action taken in reliance upon such waiver.
 

In case, by reason of the suspension of or irregularities in regular mail service, it shall be impracticable to mail notice to the Issuer when such notice is
required to be given pursuant to any provision of this Indenture, then any manner of giving such notice as shall be reasonably satisfactory to the Trustee shall be



deemed to be sufficient notice.
 

SECTION 11.5.   Officers’ Certificates and Opinions of Counsel; Statements to Be Contained Therein.
 

  Upon any application or demand by the Issuer to the Trustee to take any action under any of the provisions of this Indenture, or as required
pursuant to the Trust Indenture Act of 1939, the Issuer or Hovnanian, as applicable, shall furnish to the Trustee an Officers’ Certificate stating that all conditions
precedent provided for in this Indenture relating to the proposed action have been complied with and an Opinion of Counsel stating that in the opinion of such
counsel all such conditions precedent have been complied with, except that in the case of any such application or demand as to which the furnishing of such
documents is specifically required by any provision of this Indenture relating to such particular application or demand, no additional certificate or opinion need be
furnished.
 

Each certificate or opinion provided for in this Indenture (other than a certificate provided pursuant to Section 4.3(d)) and delivered to the Trustee with
respect to compliance with a condition or covenant provided for in this Indenture shall include (a) a statement that the person making such certificate or opinion
has read such covenant or condition, (b) a brief statement as to the nature and scope of the examination or investigation upon which the statements or opinions
contained in such certificate or opinion are based, (c) a statement that, in the opinion of such person, he has made such examination or investigation as is
necessary to enable him to express an opinion as to whether or not such covenant or condition has been complied with, and (d) a statement as to whether or not, in
the opinion of such person, such condition or covenant has been complied with.
 

Any certificate, statement or opinion of an officer of the Issuer or Hovnanian, as applicable, may be based, insofar as it relates to legal matters, upon a
certificate or opinion of or representations by counsel, unless such officer knows that the certificate or opinion or representations with respect to the matters upon
which his certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable care should know that the same are
erroneous.  Any certificate, statement or opinion of counsel may be based, insofar as it relates to factual matters, on information with respect to which is in the
possession of the Issuer, or Hovnanian, as applicable, upon the certificate, statement or opinion of or representations by an officer or officers of the Issuer, or
Hovnanian, as applicable, unless such counsel knows that the certificate, statement or opinion or representations with respect to the matters upon which his
certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable care should know that the same are erroneous.
 

Any certificate, statement or opinion of an officer of the Issuer or Hovnanian, as applicable, or of counsel may be based, insofar as it relates to
accounting matters, upon a certificate or opinion of or representations by an accountant or firm of accountants in the employ of the Issuer or Hovnanian, as
applicable, unless such officer or counsel, as the case may be, knows that the certificate or opinion or representations with respect to the accounting matters upon
which his certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable care should know that the same are erroneous.
 

Any certificate or opinion of any independent firm of public accountants filed with and directed to the Trustee shall contain a statement that such firm is
independent.
 

SECTION 11.6.   Payments Due on Saturdays, Sundays and Holidays.
 

  If the date of maturity of principal of or interest, if any, on the Securities of any series or the date fixed for redemption, purchase or repayment
of any such Security shall not be a Business Day, then payment of interest, if any, premium, if any, or principal need not be made on such date, but may be made
on the next succeeding Business Day with the same force and effect as if made on the date of maturity or the date fixed for redemption, purchase or repayment,
and, in the case of payment, no interest shall accrue for the period after such date.
 

SECTION 11.7.   Conflict of Any Provision of Indenture with Trust Indenture Act of 1939.
 

  If and to the extent that any provision of this Indenture limits, qualifies or conflicts with another provision included in this Indenture which is
required to be included herein by any of Sections 310 to 317 of the Trust Indenture Act of 1939, inclusive, or is deemed applicable to this Indenture by virtue of
the provisions of the Trust Indenture Act of 1939, such required provision shall control.
 

SECTION 11.8.   GOVERNING LAW.
 

  THIS INDENTURE, EACH SECURITY AND EACH GUARANTEE SHALL BE DEEMED TO BE A CONTRACT UNDER THE LAWS
OF THE STATE OF NEW YORK AND FOR ALL PURPOSES SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF
SUCH STATE.
 

SECTION 11.9.   Counterparts.
 

  This Indenture may be executed in any number of counterparts, each of which shall be an original; but such counterparts shall together
constitute but one and the same instrument.
 

SECTION 11.10.   Effect of Headings.
 

  The Article and Section headings herein and the Table of Contents are for convenience only and shall not affect the construction hereof.
 

SECTION 11.11.   No Adverse Interpretation of Other Agreements.
 

 The Indenture may not be used to interpret another indenture or loan or debt agreement of the Issuer, Hovnanian or any subsidiary of
Hovnanian, and no such indenture or loan or debt agreement may be used to interpret the Indenture.
 

ARTICLE TWELVE
 

REDEMPTION OF SECURITIES AND SINKING FUNDS
 

SECTION 12.1.   Applicability of Article.
 



  The provisions of this Article shall be applicable to the Securities of any series which are redeemable before their maturity or to any sinking
fund for the retirement of Securities of a series except as otherwise specified, as contemplated by Section 2.3 for Securities of such series.
 

SECTION 12.2.   Notice of Redemption; Partial Redemptions.
 

  Notice of redemption to the Holders of Securities of any series to be redeemed as a whole or in part at the option of the Issuer shall be given by
mailing notice of such redemption by first class mail, postage prepaid, at least 30 days and not more than 60 days prior to the date fixed for redemption to such
Holders of Securities of such series at their last addresses as they shall appear in the Security register.  Any notice which is mailed in the manner herein provided
shall be conclusively presumed to have been duly given, whether or not the Holder receives the notice.  Failure to give notice by mail, or any defect in the notice
to the Holder of any Security of a series designated for redemption as a whole or in part shall not affect the validity of the proceedings for the redemption of any
other Security of such series.
 

The notice of redemption to each such Holder shall specify (i) the principal amount of each Security of such series held by such Holder to be redeemed,
(ii) the date fixed for redemption, (iii) the redemption price, (iv) the place or places of payment, (v) the CUSIP number relating to such Securities, (vi) that
payment will be made upon presentation and surrender of such Securities, (vii) whether such redemption is pursuant to the mandatory or optional sinking fund, or
both, if such be the case, (viii) whether interest, if any, (or, in the case of Original Issue Discount Securities, original issue discount) accrued to the date fixed for
redemption will be paid as specified in such notice and (ix) whether on and after said date interest, if any, (or, in the case of Original Issue Discount Securities,
original issue discount) thereon or on the portions thereof to be redeemed will cease to accrue.  In case any Security of a series is to be redeemed in part only, the
notice of redemption shall state the portion of the principal amount thereof to be redeemed and shall state that on and after the date fixed for redemption, upon
surrender of such Security, a new Security or Securities of such series in principal amount equal to the unredeemed portion thereof will be issued.
 

The notice of redemption of Securities of any series to be redeemed at the option of the Issuer shall be given by the Issuer or, at the Issuer’s request, by
the Trustee in the name and at the expense of the Issuer.
 

On or before the redemption date specified in the notice of redemption given as provided in this Section 12.2, the Issuer will deposit with the Trustee or
with one or more paying agents (or, if the Issuer is acting as its own paying agent, set aside, segregate and hold in trust as provided in Section 3.5) an amount of
money sufficient to redeem on the redemption date all the Securities of such series so called for redemption at the appropriate redemption price, together with
accrued interest, if any, to the date fixed for redemption.  The Issuer will deliver to the Trustee at least 45 days prior to the date fixed for redemption (unless a
shorter notice period shall be satisfactory to the Trustee) an Officers’ Certificate stating the aggregate principal amount of Securities to be redeemed.  In case of a
redemption at the election of the Issuer prior to the expiration of any restriction on such redemption, the Issuer shall deliver to the Trustee, prior to the giving of
any notice of redemption to Holders pursuant to this Section, an Officers’ Certificate stating that such restriction has been complied with.
 

If less than all the Securities of a series are to be redeemed, the Trustee, within 10 Business Days after the Issuer gives written notice to the Trustee that
such redemption is to occur, shall select on a pro rata basis, by lot or in such manner as it shall deem, in its sole discretion, appropriate and fair, Securities of such
series to be redeemed.  Notice of the redemption shall be given only after such selection has been made.  Securities may be redeemed in part in denominations of
$2,000 and multiples of $1,000 in excess thereof in original principal amount of Securities, unless another minimum authorized denomination is specified for
Securities of such series, or any multiple thereof.  The Trustee shall promptly notify the Issuer in writing of the Securities of such series selected for redemption
and, in the case of any Securities of such series selected for partial redemption, the principal amount thereof to be redeemed.  For all purposes of this Indenture,
unless the context otherwise requires, all provisions relating to the redemption of Securities of any series shall relate, in the case of any Security redeemed or to be
redeemed only in part, to the portion of the principal amount of such Security which has been or is to be redeemed.
 

SECTION 12.3.   Payment of Securities Called for Redemption.
 

  If notice of redemption has been given as provided by this Article Twelve, the Securities or portions of Securities specified in such notice shall
become due and payable on the date and at the place or places stated in such notice at the applicable redemption price, together with interest, if any accrued to the
date fixed for redemption, and on and after said date (unless the Issuer shall default in the payment of such Securities at the redemption price, together with
interest, if any, accrued to said date) interest, if any (or, in the case of Original Issue Discount Securities, original issue discount), on the Securities or portions of
Securities so called for redemption shall cease to accrue, and such Securities shall cease from and after the date fixed for redemption (unless an earlier date shall
be specified in a Board Resolution, Officers’ Certificate or executed supplemental indenture referred to in Sections 2.1 and 2.3 by or pursuant to which the form
and terms of the Securities of such series were established) except as provided in Sections 6.5 and 10.4, to be entitled to any benefit or security under this
Indenture, and the Holders thereof shall have no right in respect of such Securities except the right to receive the redemption price thereof and unpaid interest, if
any, to the date fixed for redemption.  On presentation and surrender of such Securities at a place of payment specified in said notice, said Securities or the
specified portions thereof shall be paid and redeemed by the Issuer at the applicable redemption price, together with interest, if any, accrued thereon to the date
fixed for redemption; provided that payment of interest, if any, becoming due on or prior to the date fixed for redemption shall be payable to the Holders of
Securities registered as such on the relevant record date subject to the terms and provisions of Sections 2.3 and 2.7 hereof.
 

If any Security called for redemption shall not be so paid upon surrender thereof for redemption, the redemption price shall, until paid or duly provided
for, bear interest from the date fixed for redemption at the rate of interest or Yield to Maturity (in the case of an Original Issue Discount Security) borne by such
Security.
 

Upon presentation of any Security redeemed in part only, the Issuer shall execute and the Trustee shall authenticate and deliver to or on the order of the
Holder thereof, at the expense of the Issuer, a new Security or Securities of such series, and of like tenor, of authorized denominations, in principal amount equal
to the unredeemed portion of the Security so presented.
 

SECTION 12.4.   Exclusion of Certain Securities from Eligibility for Selection for Redemption.
 

  Securities shall be excluded from eligibility for selection for redemption if they are identified by registration and certificate number in an
Officers’ Certificate delivered to the Trustee at least 45 days prior to the last date on which notice of redemption may be given as being owned of record and
beneficially by, and not pledged or hypothecated by either (a) the Issuer, or (b) a Person specifically identified in such written statement as an Affiliate of the
Issuer.
 

SECTION 12.5.   Mandatory and Optional Sinking Funds.
 

  The minimum amount of any sinking fund payment provided for by the terms of the Securities of any series is herein referred to as a
“mandatory sinking fund payment,” and any payment in excess of such minimum amount provided for by the terms of the Securities of any series is herein



referred to as an “optional sinking fund payment.”  The date on which a sinking fund payment is to be made is herein referred to as the “sinking fund payment
date.”
 

In lieu of making all or any part of any mandatory sinking fund payment with respect to any series of Securities in cash, the Issuer may at its option (a)
deliver to the Trustee Securities of such series theretofore purchased or otherwise acquired (except upon redemption pursuant to the mandatory sinking fund) by
the Issuer or receive credit for Securities of such series (not previously so credited) theretofore purchased or otherwise acquired (except as aforesaid) by the Issuer
and delivered to the Trustee for cancellation pursuant to Section 2.10, (b) receive credit for optional sinking fund payments (not previously so credited) made
pursuant to this Section 12.5, or (c) receive credit for Securities of such series (not previously so credited) redeemed by the Issuer through any optional
redemption provision contained in the terms of such series.  Securities so delivered or credited shall be received or credited by the Trustee at the sinking fund
redemption price specified in such Securities.
 

On or before the 60th day next preceding each sinking fund payment date for any series, the Issuer will deliver to the Trustee an Officers’ Certificate (a)
specifying the portion of the mandatory sinking fund payment to be satisfied by payment of cash and the portion to be satisfied by credit of Securities of such
series and the basis for such credit, (b) stating that none of the Securities of such series to be so credited has theretofore been so credited, (c) stating that no
defaults in the payment of interest or Events of Default with respect to such series have occurred (which have not been waived or cured or otherwise ceased to
exist) and are continuing, and (d) stating whether or not the Issuer intends to exercise its right to make an optional sinking fund payment with respect to such
series and, if so, specifying the amount of such optional sinking fund payment which the Issuer intends to pay on or before the next succeeding sinking fund
payment date.  Any Securities of such series to be credited and required to be delivered to the Trustee in order for the Issuer to be entitled to credit therefor as
aforesaid which have not theretofore been delivered to the Trustee shall be delivered for cancellation pursuant to Section 2.10 to the Trustee with such Officers’
Certificate (or reasonably promptly thereafter if acceptable to the Trustee).  Such Officers’ Certificate shall be irrevocable and upon its receipt by the Trustee the
Issuer shall become unconditionally obligated to make all the cash payments or payments therein referred to, if any, on or before the next succeeding sinking fund
payment date.  Failure of the Issuer, on or before any such 60th day, to deliver such Officers’ Certificate and Securities (subject to the parenthetical clause in the
second preceding sentence) specified in this paragraph, if any, shall not constitute a default but shall constitute, on and as of such date, the irrevocable election of
the Issuer (i) that the mandatory sinking fund payment for such series due on the next succeeding sinking fund payment date shall be paid entirely in cash without
the option to deliver or credit Securities of such series in respect thereof, and (ii) that the Issuer will make no optional sinking fund payment with respect to such
series as provided in this Section 12.5.
 

If the sinking fund payment or payments (mandatory or optional or both) to be made in cash on the next succeeding sinking fund payment date plus any
unused balance of any preceding sinking fund payments made in cash shall exceed $50,000, or a lesser sum if the Issuer shall so request with respect to the
Securities of any particular series, such cash shall be applied on the next succeeding sinking fund payment date to the redemption of Securities of such series at
the sinking fund redemption price together with accrued interest, if any, to the date fixed for redemption.  If such amount shall be $50,000 or less and the Issuer
makes no such request, then it shall be carried over until a sum in excess of $50,000 is available.  The Trustee shall select, in the manner provided in Section 12.2,
for redemption on such sinking fund payment date a sufficient principal amount of Securities of such series to absorb said cash, as nearly as may be, and shall (if
requested in writing by the Issuer) inform the Issuer of the serial numbers of the Securities of such series (or portions thereof) so selected.  The Issuer, or the
Trustee, in the name and at the expense of the Issuer (if the Issuer shall so request the Trustee in writing) shall cause notice of redemption of the Securities of such
series to be given in substantially the manner provided in Section 12.2 (and with the effect provided in Section 12.3) for the redemption of Securities of such
series in part at the option of the Issuer.  The amount of any sinking fund payments not so applied or allocated to the redemption of Securities of such series shall
be added to the next cash sinking fund payment for such series and, together with such payment, shall be applied in accordance with the provisions of this Section
12.5. Any and all sinking fund moneys held on the stated maturity date of the Securities of any particular series (or earlier, if such maturity is accelerated), which
are not held for the payment or redemption of particular Securities of such series shall be applied, together with other moneys, if necessary, sufficient for the
purpose, to the payment of the principal of, and interest, if any, on, the Securities of such series at maturity.
 

On or before 9:00 A.M. on each sinking fund payment date, the Issuer shall pay to the Trustee in cash or shall otherwise provide for the payment of all
interest, if any, accrued to the date fixed for redemption on Securities to be redeemed on such sinking fund payment date.
 

The Trustee shall not redeem or cause to be redeemed any Securities of a series with sinking fund moneys or give any notice of redemption of Securities
for such series by operation of the sinking fund during the continuance of a default in payment of interest on such Securities or of any Event of Default with
respect to such series except that, where the giving of notice of redemption of any Securities shall theretofore have been made, the Trustee shall redeem or cause
to be redeemed such Securities, provided that it shall have received from the Issuer a sum sufficient for such redemption.  Except as aforesaid, and subject to
Article Thirteen, any moneys in the sinking fund for such series at the time when any such default or Event of Default known to a Responsible Officer of the
Trustee shall occur, and any moneys thereafter paid into the sinking fund, shall, during the continuance of such default or Event of Default, be deemed to have
been collected under Article Five and held for the payment of all such Securities.  In case such Event of Default shall have been waived as provided in Section 5.7
or the default cured on or before the 60th day preceding the sinking fund payment date in any year, such moneys shall thereafter be applied on the next succeeding
sinking fund payment date in accordance with this Section to the redemption of such Securities.
 

ARTICLE THIRTEEN
 

SUBORDINATION
 

SECTION 13.1.   Securities Subordinated to Senior Indebtedness.
 

  (a)  The Issuer covenants and agrees, and each Holder of Securities of each series, by his acceptance thereof, likewise covenants and agrees,
that anything in this Indenture or the Securities of any series to the contrary notwithstanding, the indebtedness evidenced by the Securities of each series is
subordinate and junior in right of payment, to the extent provided herein, to all Senior Indebtedness, whether outstanding on the date of execution of this
Indenture or thereafter created, incurred or assumed, and that the subordination is for the benefit of the holders of Senior Indebtedness but the Securities shall in
all respects rank pari passu with all other Senior Subordinated Indebtedness of the Issuer.  The Securities shall rank senior to all existing and future Indebtedness
of the Issuer that is neither Senior Indebtedness nor Senior Subordinated Indebtedness and only Indebtedness of the Issuer that is Senior Indebtedness shall rank
senior to the Securities in accordance with the provisions set forth herein.
 

(b) Subject to Section 13.4, if (i) the Issuer shall default in the payment of any principal of, premium, if any, or interest, if any, on any Senior
Indebtedness 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 (ii)
any other default shall occur with respect to Senior Indebtedness and the maturity of such Senior Indebtedness has been accelerated in accordance with its terms,
then, upon written notice of such default to the Issuer and the Trustee by the holders of Senior Indebtedness or any trustee therefor, unless and until, in either case,
the default has been cured or waived, or has ceased to exist, or any such acceleration has been rescinded or such Senior Indebtedness has been paid in full, no
direct or indirect payment (in cash, property, securities, by set-off or otherwise) shall be made or agreed to be made on account of the principal of, premium, if
any, or interest, if any, on any of the Securities, or in respect of any redemption, retirement, purchase or other acquisition of any of the Securities other than those
made in capital stock of the Issuer (or cash in lieu of fractional shares thereof).



 
(c) If any default (other than a default described in paragraph (b) of this Section 13.1) shall occur under the Senior Indebtedness, pursuant to

which the maturity thereof may be accelerated immediately without further notice (except such notice as may be required to effect such acceleration) or the
expiration of any applicable grace periods occurs (a “Senior Nonmonetary Default”), then, upon the receipt by the Issuer and the Trustee of written notice thereof
(a “Payment Notice”) from or on behalf of holders of not less than 25% in aggregate principal amount of the Senior Indebtedness outstanding specifying an
election to prohibit such payment and other action by the Issuer in accordance with the following provisions of this paragraph (c), the Issuer may not make any
payment or take any other action that would be prohibited by paragraph (b) of this Section 13.1 during the period (the “Payment Blockage Period”) commencing
on the date of receipt of such Payment Notice and ending on the earlier of (i) the date, if any, on which the holders of such Senior Indebtedness or their
representative notify the Trustee that such Senior Nonmonetary Default is cured or waived or ceases to exist or the Senior Indebtedness to which such Senior
Nonmonetary Default relates is discharged or (ii) the 120th day after the date of receipt of such Payment Notice.  Notwithstanding the provisions described in the
immediately preceding sentence, the Issuer may resume payments on the Securities following such Payment Blockage Period.  In no event shall a Payment
Blockage Period extend beyond 120 days from the date of the receipt by the Trustee of the Payment Notice (the “Initial Period”).  Any number of additional
Payment Blockage Periods may be commenced during the Initial Period; provided, however, that no such additional period shall extend beyond the Initial
Period.  After the expiration of the Initial Period, no Payment Blockage Period may be commenced on the basis of a Senior Nonmonetary Default on the Senior
Indebtedness which was the basis of a Payment Blockage Period commenced during the Initial Period until at least 270 consecutive days have elapsed from the
last day of the Initial Period.  No Senior Nonmonetary Default with respect to Senior Indebtedness which existed or was continuing on the date of the
commencement of any Payment Blockage Period and of which the applicable holder(s) of Senior Indebtedness are aware shall be, or can be made, the basis for
the commencement of a second Payment Blockage Period whether or not within a period of 270 consecutive days unless such event of default shall have been
cured or waived for a period of not less than 90 consecutive days.
 

(d) If (i) (A) without the consent of the Issuer, a receiver, conservator, liquidator or trustee of the Issuer or of any of its property is appointed
by the order or decree of any court or agency or supervisory authority having jurisdiction, and such decree or order remains in effect for more than 60 days or (B)
the Issuer is adjudicated bankrupt or insolvent or (C) any of its property is sequestered by court order and such order remains in effect for more than 60 days or
(D) a petition is filed against the Issuer 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 (including without limitation the Bankruptcy Code), and is not dismissed
within 60 days after such filing; or (ii) the Issuer (A) 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 (including without limitation the Bankruptcy Code) or seeking the appointment of a trustee, receiver, liquidator,
custodian or other similar official of it or any substantial part of its property, or (B) consents to any such relief or to the appointment of or taking possession by
any such official in an involuntary case or other proceeding commenced against it, or (C) fails generally to, or cannot, pay its debts generally as they become due
or (D) takes any corporate action to authorize or effect any of the foregoing; or (iii) any Subsidiary of the Issuer takes, suffers or permits to exist any of the events
or conditions referred to in the foregoing clause (i) or (ii), then all Senior Indebtedness (including any interest thereon accruing after the commencement of any
such proceedings) shall first be paid in full before any payment or distribution, whether in cash, securities or other property, shall be made to any Holder of any
Securities on account thereof.  Any payment or distribution, whether in cash, securities or other property (other than securities of the Issuer 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 these subordination
provisions with respect to the indebtedness evidenced by the Securities to the payment of all Senior Indebtedness then outstanding and to any securities issued in
respect thereof under any such plan of reorganization or adjustment) which would otherwise (but for these subordination provisions) be payable or deliverable in
respect of the Securities of any series shall be paid or delivered directly to the holders of Senior Indebtedness in accordance with the priorities then existing
among such holders until all Senior Indebtedness (including any interest thereon accruing after the commencement of any such proceedings) shall have been paid
in full.  In the event of any such proceeding, after payment in full of all sums owing with respect to Senior Indebtedness, the Holders of the Securities, together
with the holders of any obligations of the Issuer ranking on a parity with the Securities, shall be entitled to be paid from the remaining assets of the Issuer the
amounts at the time due and owing on account of unpaid principal of and interest, if any, on the 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 any obligations of the Issuer ranking junior to the Securities
and such other obligations.
 

(e) If, notwithstanding the foregoing, any payment or distribution of any character, whether in cash, securities or other property (other than
securities of the Issuer 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 Securities, to the payment of all Senior Indebtedness then outstanding
and to any securities issued in respect thereof under any such plan of reorganization or readjustment), shall be received by the Trustee or any Holder in
contravention of any of the terms hereof, such payment or distribution of securities shall be received in trust for the benefit of and shall be paid over or delivered
and transferred to the holders of the Senior Indebtedness then outstanding in accordance with the priorities then existing among such holders for application to the
payment of all Senior Indebtedness remaining unpaid, to the extent necessary to pay all such Senior Indebtedness in full.  In the event of the failure of the Trustee
or any Holder to endorse or assign any such payment, distribution or security, each holder of Senior Indebtedness is hereby irrevocably authorized to endorse or
assign the same.
 

(f) No present or future holder of any Senior Indebtedness shall be prejudiced in the right to enforce subordination of the indebtedness
evidenced by the Securities by any act or failure to act on the part of the Issuer or any Holder of Securities.  Nothing contained herein shall impair, as between the
Issuer and the Holders of Securities of each series, the obligation of the Issuer to pay to such Holders the principal of and interest, if any, on such Securities or
prevent the Trustee or the Holder from exercising all rights, powers and remedies otherwise permitted by applicable law or hereunder upon a default or Event of
Default hereunder, all subject to the rights of the holders of the Senior Indebtedness to remove cash, securities or other property otherwise payable or deliverable
to the Holders.
 

(g) Senior Indebtedness shall not be deemed to have been paid in full unless the holders thereof shall have received cash, securities or other
property equal to the amount of such Senior Indebtedness then outstanding.  Upon the payment in full of all Senior Indebtedness, the Holders of Securities of each
series shall be subrogated to all rights of any holders of Senior Indebtedness to receive any further payment or distributions applicable to the Senior Indebtedness
until the indebtedness evidenced by the Securities of such series shall have been paid in full and such payments or distributions received by such Holders, by
reason of such subrogation, of cash, securities or other property which otherwise would be paid or distributed to the holders of Senior Indebtedness, shall, as
between the Issuer and its creditors other than the holders of Senior Indebtedness, on the one hand, and such Holders, on the other hand, be deemed to be a
payment by the Issuer on account of Senior Indebtedness, and not on account of the Securities of such series.
 

(h) The provisions of this Section 13.1 shall not impair any rights, interests, remedies or powers of any secured creditor of the Issuer in
respect of any security interest the creation of which is not prohibited by the provisions of this Indenture.
 

(i) The securing of any obligations of the Issuer, otherwise ranking on a parity with the Securities or ranking junior to the Securities, shall not
be deemed to prevent such obligations from constituting, respectively, obligations ranking on a parity with the Securities or ranking junior to the Securities.
 



SECTION 13.2.   Reliance on Certificate of Liquidating Agent; Further Evidence as to Ownership of Senior Indebtedness.
 

  Upon any payment or distribution of assets of the Issuer, the Trustee and the Holders shall be entitled to rely upon an order or decree issued by
any court of competent jurisdiction in which such dissolution or winding up or liquidation or reorganization or arrangement proceedings are pending or upon a
certificate of the bankruptcy trustee, receiver, assignee for the benefit of creditors or other Person making such payment or distribution, delivered to the Trustee or
to the Holders, for the purpose of ascertaining the Persons entitled to participate in such distribution, the holders of the Senior Indebtedness and other
indebtedness of the Issuer, the amount thereof or payable thereon, the amount or amounts paid or distributed thereon and all other facts pertinent thereto or to this
Article Thirteen.  In the absence of any such bankruptcy trustee, receiver, assignee or other Person, the Trustee shall be entitled to rely upon written notice by a
Person representing himself to be a holder of Senior Indebtedness (or a trustee or representative on behalf of such holder) as evidence that such Person is a holder
of Senior Indebtedness (or is such a trustee or representative).  If the Trustee determines, in good faith, that further evidence is required with respect to the right of
any Person as a holder of Senior Indebtedness to participate in any payment or distributions pursuant to this Article Thirteen, the Trustee may request such Person
to furnish evidence to the reasonable satisfaction of the Trustee as to the amount of Senior Indebtedness held by such Person, as to the extent to which such
Person is entitled to participate in such payment or distribution, and to other facts pertinent to the rights of such Person under this Article Thirteen, and if such
evidence is not furnished, the Trustee may defer any payment to such Person pending judicial determination as to the right of such Person to receive such
payment.
 

SECTION 13.3.   Payment Permitted If No Default.
 

  Nothing contained in this Article Thirteen or elsewhere in this Indenture, or in any of the Securities, shall prevent (a) the Issuer at any time,
except during the pendency of any default with respect to Senior Indebtedness described in Section 13.1(b) or Section 13.1(c) or of any of the events described in
Section 13.1(d), from making payments of the principal of or interest, if any, on the Securities, or (b) the application by the Trustee or any paying agent of any
moneys deposited with it hereunder to payments of the principal of or interest, if any, on the Securities, if, at the time of such deposit, the Trustee or such paying
agent, as the case may be, did not have the written notice provided for in Section 13.5 of any event prohibiting the making of such deposit, or if, at the time of
such deposit (whether or not in trust) by the Issuer with the Trustee or paying agent (other than the Issuer) such payment would not have been prohibited by the
provisions of this Article Thirteen, and the Trustee or any paying agent shall not be affected by any notice to the contrary received by it on or after such date.
 

SECTION 13.4.   Disputes with Holders of Certain Senior Indebtedness.
 

  Any failure by the Issuer to make any payment on or under any Senior Indebtedness, other than any Senior Indebtedness as to which the
provisions of this Section 13.4 shall have been waived by the Issuer in the instrument or instruments by which the Issuer incurred, assumed, guaranteed or
otherwise created such Senior Indebtedness, shall not be deemed a default under Section 13.1 hereof if (i) the Issuer shall be disputing its obligation to make such
payment or perform such obligation, and (ii) either (A) no final judgment relating to such dispute shall have been issued against the Issuer which is in full force
and effect and is not subject to further review, including a judgment that has become final by reason of the expiration of the time within which a party may seek
further appeal or review, or (B) if a judgment that is subject to further review or appeal has been issued, the Issuer shall in good faith be prosecuting an appeal or
other proceeding for review, and a stay of execution shall have been obtained pending such appeal or review.
 

SECTION 13.5.   Trustee Not Charged with Knowledge of Prohibition.
 

  Anything in this Article Thirteen or elsewhere in this Indenture contained to the contrary notwithstanding, the Trustee shall not at any time be
charged with knowledge of the existence of any facts which would prohibit the making of any payment of moneys to or by the Trustee and shall be entitled to
assume conclusively that no such facts exist and that no event specified in clauses (b) and (c) of Section 13.1 has happened unless and until the Trustee shall have
received an Officers’ Certificate to the effect or notice in writing to that effect signed by or on behalf of the holder or holders, or the representatives, of Senior
Indebtedness who shall have been certified by the Issuer or otherwise established to the reasonable satisfaction of the Trustee to be such holder or holders or
representatives or from any trustee under any indenture pursuant to which such Senior Indebtedness shall be outstanding; provided, however, that, if the Trustee
shall not have received the Officers’ Certificate or notice provided for in this Section 13.5 at least three Business Days preceding the date upon which by the
terms hereof any moneys become payable for any purpose (including, without limitation, the payment of either the principal of or interest, if any, on any
Security), then, anything herein contained to the contrary notwithstanding, the Trustee shall have full power and authority to receive such moneys and apply the
same to the purpose for which they were received and shall not be affected by any notice to the contrary that may be received by it within three Business Days
preceding such date.  The Issuer shall give prompt written notice to the Trustee and to each paying agent of any facts that would prohibit any payment of moneys
to or by the Trustee or any paying agent, and the Trustee shall not be charged with knowledge of the curing of any default or the elimination of any other fact or
condition preventing such payment or distribution unless and until the Trustee shall have received an Officers’ Certificate to such effect.
 

SECTION 13.6.   Trustee to Effectuate Subordination.
 

  Each Holder of Securities by his acceptance thereof authorizes and directs the Trustee on his behalf to take such action as may be necessary or
appropriate to effectuate the subordination as between such Holder and holders of Senior Indebtedness as provided in this Article Thirteen and appoints the
Trustee its attorney-in-fact for any and all such purposes.
 

SECTION 13.7.   Rights of Trustee as Holder of Senior Indebtedness.
 

  The Trustee shall be entitled to all the rights set forth in this Article Thirteen with respect to any Senior Indebtedness which may at the time be
held by it, to the same extent as any other holder of Senior Indebtedness and nothing in this Indenture shall deprive the Trustee of any of its rights as such
holder.  Nothing in this Article Thirteen shall apply to claims of, or payments to, the Trustee under or pursuant to Section 6.6.
 

SECTION 13.8.   Article Applicable to Paying Agents.
 

  In case at any time any paying agent other than the Trustee shall have been appointed by the Issuer and be then acting hereunder, the term
“Trustee” as used in this Article Thirteen shall in such case (unless the context shall otherwise require) be construed as extending to and including such paying
agent within its meaning as fully for all intents and purposes as if the paying agent were named in this Article Thirteen in addition to or in place of the Trustee;
provided, however, that Sections 13.5 and 13.7 shall not apply to the Issuer if it acts as paying agent.
 

SECTION 13.9.   Subordination Rights Not Impaired by Acts or Omissions of the Issuer or Holders of Senior Indebtedness.
 

  No right of any present or future holders of any Senior Indebtedness to enforce subordination as herein provided shall at any time in any way
be prejudiced or impaired by any act or failure to act on the part of the Issuer or by any act or failure to act, in good faith, by any such holder, or by any



noncompliance by the Issuer with the terms, provisions and covenants of this Indenture, regardless of any knowledge thereof which any such holder may have or
be otherwise charged with.  The holders of Senior Indebtedness, may at any time or from time to time and in their absolute direction, change the manner, place or
terms of payment, change or extend the time of payment of, or renew or alter, any such Senior Indebtedness, or amend or supplement any instrument pursuant to
which any such Senior Indebtedness is issued or by which it may be secured, or release any security therefor, or exercise or refrain from exercising any other of
their rights under such Senior Indebtedness, including, without limitation, the waiver of default thereunder, all without notice to or assent from the Holders of the
Securities or the Trustee and without affecting the obligations of the Issuer, the Trustee or the Holders of Securities under this Article Thirteen.
 

SECTION 13.10.   Trustee Not Fiduciary for Holders of Senior Indebtedness.
 

  The Trustee shall not be deemed to owe any fiduciary duty to the holders of the Senior Indebtedness, and shall not be liable to any such holders
if it shall mistakenly pay over or distribute money or assets to Securityholders or the Issuer.  With respect to the holders of Senior Indebtedness, the Trustee
undertakes to perform or to observe only such of its covenants or obligations as are specifically set forth in this Article Thirteen and no implied covenants or
obligations with respect to holders of Senior Indebtedness shall be read into this Indenture against the Trustee.
 

SECTION 13.11.   Applicability of Article.
 

  Unless specified otherwise pursuant to Section 2.3 for Securities of a series, this Article Thirteen shall apply to each series of Securities issued under
this Indenture.
 
 

ARTICLE FOURTEEN                                                
 
 

SUBORDINATED GUARANTEE
 

SECTION 14.1.   Applicability of Article.
 

  The provisions of this Article shall be applicable to Hovnanian and to each of the Guarantors specified pursuant to Section 2.3 for the
Guarantee of Securities of a series.
 

SECTION 14.2.   Guarantee.
 

  Each Guarantor of a particular series of Securities hereby unconditionally guarantees (each such guarantee to be referred to herein as a
“Guarantee”), jointly and severally with each other Guarantor of the Securities of that series, if any, to each Holder of such Securities authenticated and delivered
by the Trustee and to the Trustee and its successors and assigns, irrespective of the validity and enforceability of this Indenture, such Securities or the obligations
of the Issuer hereunder or thereunder, (i) the due and punctual payment of the principal of and any premium or interest on such Securities, whether at maturity or
on an interest payment date, by acceleration, pursuant to an offer to purchase such Securities or otherwise, and interest on the overdue principal of and interest, if
any, on such Securities, if lawful, and all other obligations of the Issuer to the Holders of such Securities or the Trustee hereunder or thereunder shall be promptly
paid in full, all in accordance with the terms hereof and thereof including all amounts payable to the Trustee under Section 6.6 hereof, and (ii) in case of any
extension of time of payment or renewal of any such Securities or any of such other obligations, the same shall be promptly paid in full when due or to be
performed in accordance with the terms of the extension or renewal, whether at stated maturity, by acceleration or otherwise.
 

If the Issuer fails to make any payment when due of any amount so guaranteed for whatever reason, the Guarantor of the Securities of that series
shall be obligated, jointly and severally with each other Guarantor, if any, to pay the same immediately.  Each Guarantor hereby agrees that its obligations
hereunder shall be continuing, absolute and unconditional, irrespective of, and shall be unaffected by, the validity, regularity or enforceability of the Securities,
this Indenture, the absence of any action to enforce the same, any waiver or consent by any Holder of the Securities or the Trustee with respect to any provisions
hereof or thereof, the recovery of any judgment against the Issuer, any action to enforce the same or any other circumstance which might otherwise constitute a
legal or equitable discharge or defense of such Guarantor.  Each Guarantor hereby waives diligence, presentment, demand of payment, demand of performance,
filing of claims with a court in the event of insolvency or bankruptcy of the Issuer, any right to require a proceeding first against the Issuer, the benefit of
discussion, protest, notice and all demand whatsoever and covenants that its Guarantee shall not be discharged except by complete performance of the obligations
contained in the Securities guaranteed by such Guarantee, in this Indenture and in this Article Fourteen. If any Holder of Securities of a series guaranteed hereby
or the Trustee is required by any court or otherwise to return to the Issuer or any Guarantor of such Securities, or any custodian, trustee, liquidator or other similar
official acting in relation to the Issuer or any Guarantor, any amount paid by the Issuer or any Guarantor of such Securities to the Trustee or such Holder, this
Article Fourteen, to the extent theretofore discharged with respect to any Guarantee of such Securities, shall be reinstated in full force and effect.  Each Guarantor
agrees that it shall not be entitled to any right of subrogation in relation to the Holders of Securities of a series guaranteed hereby by such Guarantor in respect of
any obligations guaranteed hereby by such Guarantee until payment in full of all such obligations.  Each Guarantor further agrees that, as between such
Guarantor, on the one hand, and the Holders of Securities of a series guaranteed hereby by such Guarantor and the Trustee on the other hand, (i) the maturity of
the obligations guaranteed hereby may be accelerated as provided in Article Five hereof for the purposes of such Guarantee, notwithstanding any stay, injunction
or other prohibition preventing such acceleration in respect of the obligations guaranteed hereby and (ii) in the event of any acceleration of such obligations as
provided in Article Five hereof such obligations (whether or not due and payable) shall forthwith become due and payable by such Guarantor, jointly and
severally with any other Guarantor of such Securities, for the purpose of this Article Fourteen.  In addition, without limiting the foregoing, upon the effectiveness
of an acceleration under Article Five, the Trustee may make a demand for payment on the Securities under any Guarantee provided hereunder and not discharged.
 

With respect to each Guarantee by a Guarantor, such Guarantor shall be subrogated to all rights of the Holder of any Securities guaranteed
hereby by such Guarantee against the Issuer in respect of any amounts paid to such Holder by such Guarantor pursuant to the provisions of such Guarantee;
provided that the Guarantor shall not be entitled to enforce, or to receive any payments arising out of or based upon, such right of subrogation until the principal
of and interest on all such Securities shall have been paid in full.
 

The Guarantee set forth in this Section 14.2 shall not be valid or become obligatory for any purpose with respect to a Security until the
certificate of authentication on such Security shall have been signed by the Trustee or any duly appointed agent.
 

SECTION 14.3.   Guarantee Subordinated to Senior Indebtedness of the Guarantor.
 

  Each Guarantor agrees, and each Holder of the Securities by his acceptance thereof likewise agrees, that the payments pursuant to the
Guarantee by each Guarantor shall be subordinated in accordance with the following provisions of this Article Fourteen unless, with respect to any series of



Securities, specified otherwise pursuant to Section 2.3, to the prior payment in full of all Senior Indebtedness of each Guarantor.
 

This Article Fourteen shall constitute a continuing offer to all persons who, in reliance upon such provisions, become holders of, or continue to
hold, Senior Indebtedness of each Guarantor, and such provisions are made for the benefit of the holders of Senior Indebtedness of each Guarantor, and such
holders are made obligees hereunder and any one or more of them may enforce such provisions.
 

SECTION 14.4.   Guarantors Not to Make Payments With Respect to Securities in Certain Circumstances.
 

  (a)  Upon the maturity of the principal of any Senior Indebtedness of each Guarantor (other than payment of sinking fund installments) by lapse of time,
acceleration or otherwise, all principal thereof and interest thereon shall first be paid in full, or such payment duly provided for in cash or in a manner satisfactory
to the holders of such Senior Indebtedness of each Guarantor, before any payment, pursuant to the Guarantee, is made on account of the principal or interest on
the Securities or to acquire any of the Securities or on account of the mandatory redemption provisions in the Securities (except mandatory redemption payments
made in respect of Securities acquired by each Guarantor before the maturity of such Senior Indebtedness of each Guarantor).
 

(b) Unless Section 14.5 shall be applicable, if (i) a Guarantor shall default in the payment of any principal of, premium, if any, or interest, if
any, on any Senior Indebtedness 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 (ii) any other default shall occur with respect to Senior Indebtedness and the maturity of such Senior Indebtedness has been accelerated in
accordance with its terms, then, upon written notice of such default to the Guarantor and the Trustee by the holders of Senior Indebtedness or any trustee therefor,
unless and until, in either case, the default has been cured or waived, or has ceased to exist, or any such acceleration has been rescinded or such Senior
Indebtedness has been paid in full, no direct or indirect payment (in cash, property, securities, by set-off or otherwise) shall be made or agreed to be made on
account of the principal of, premium, if any, or interest, if any, on any of the Securities, or in respect of any redemption, retirement, purchase or other acquisition
of any of the Securities other than those made in capital stock of the Guarantor (or cash in lieu of fractional shares thereof).
 

(c) Unless Section 14.5 shall be applicable, If any default (other than a default described in paragraph (b) of this Section 14.4) shall occur
under the Senior Indebtedness, pursuant to which the maturity thereof may be accelerated immediately without further notice (except such notice as may be
required to effect such acceleration) or the expiration of any applicable grace periods occurs (a “Guarantor Senior Nonmonetary Default”), then, upon the receipt
by the applicable Guarantor and the Trustee of written notice thereof (a “Guarantor Payment Notice”) from or on behalf of holders of not less than 25% in
aggregate principal amount of the Senior Indebtedness of such Guarantor outstanding specifying an election to prohibit such payment and other action by the
Guarantor in accordance with the following provisions of this paragraph (c), the Guarantor may not make any payment or take any other action that would be
prohibited by paragraph (b) of this Section 14.4 during the period (the “Guarantor Payment Blockage Period”) commencing on the date of receipt of such
Guarantor Payment Notice and ending on the earlier of (i) the date, if any, on which the holders of such Senior Indebtedness or their representative notify the
Trustee that such Guarantor Senior Nonmonetary Default is cured or waived or ceases to exist or the Senior Indebtedness to which such Guarantor Senior
Nonmonetary Default relates is discharged or (ii) the 120th day after the date of receipt of such Guarantor Payment Notice.  Notwithstanding the provisions
described in the immediately preceding sentence, the Guarantor may resume payments on the Securities following such Guarantor Payment Blockage Period.  In
no event shall a Guarantor Payment Blockage Period extend beyond 120 days from the date of the receipt by the Trustee of the Guarantor Payment Notice (the
“Guarantor Initial Period”).  Any number of additional Guarantor Payment Blockage Periods may be commenced during the Guarantor Initial Period; provided,
however, that no such additional period shall extend beyond the Guarantor Initial Period.  After the expiration of the Guarantor Initial Period, no Guarantor
Payment Blockage Period may be commenced on the basis of a Guarantor Senior Nonmonetary Default on the Senior Indebtedness which was the basis of a
Guarantor Payment Blockage Period commenced during the Guarantor Initial Period until at least 270 consecutive days have elapsed from the last day of the
Guarantor Initial Period.  No Guarantor Senior Nonmonetary Default with respect to Senior Indebtedness which existed or was continuing on the date of the
commencement of any Payment Blockage Period and of which the applicable holder(s) of Senior Indebtedness are aware shall be, or can be made, the basis for
the commencement of a second Guarantor Payment Blockage Period whether or not within a period of 270 consecutive days unless such event of default shall
have been cured or waived for a period of not less than 90 consecutive days.
 

(d) In the event that notwithstanding the provisions of this Section 14.4 each Guarantor shall make, pursuant to this Guarantee, any payment
or distribution of any character to the Trustee on account of the principal of or interest on the Securities, or on account of the mandatory redemption provisions,
after the happening of an event of default with respect to any Senior Indebtedness of each Guarantor based on a default in the payment of the principal or interest
on Senior Indebtedness of each Guarantor, or after receipt by the Trustee of a Guarantor Payment Notice as provided in this Section 14.4 or after the acceleration
of the Securities of any series pursuant to Section 5.1, then, but only if the Trustee is in receipt of the notice specified in Section 14.8, unless and until such default
or event of default shall have been cured or waived or shall have ceased to exist, or such acceleration shall have been rescinded, such payment (subject to the
provisions of Sections 14.8 and 14.9) shall be held by the Trustee in trust for the benefit of, and, if the Senior Indebtedness of each Guarantor shall have been
declared immediately due and payable, shall be paid forthwith over and delivered to, the holders of Senior Indebtedness of each Guarantor (pro rata as to each of
such holders on the basis of the respective amounts of Senior Indebtedness of each Guarantor held by them) or their representative or the trustee under the
indenture or other agreement (if any) pursuant to which Senior Indebtedness of each Guarantor may have been issued, as their respective interests may appear,
such payments to be made in accordance with an Officers’ Certificate as provided in Section 11.5 (on which the Trustee may conclusively rely) identifying all
holders of Senior Indebtedness of each Guarantor and the principal amount of Senior Indebtedness of each Guarantor then outstanding held by each and stating
the reasons why such Officers’ Certificate is being delivered to the Trustee, for application to the payment of all Senior Indebtedness of each Guarantor remaining
unpaid to the extent necessary to pay all Senior Indebtedness of each Guarantor in full in accordance with its terms, after giving effect to any concurrent payment
or distribution to or for the holders of Senior Indebtedness of each Guarantor.  In the event of the failure of any Holder of a Security to endorse or assign any such
payment or distribution, each holder of Senior Indebtedness of each Guarantor is hereby irrevocably authorized to endorse or assign the same.  Each Guarantor
shall give prompt notice to the Trustee of any default under any Senior Indebtedness of each Guarantor or under any agreement pursuant to which Senior
Indebtedness of each Guarantor may have been issued.
 

SECTION 14.5.   Guarantee Subordinated to Prior Payment of All Senior Indebtedness of each Guarantor on Dissolution, Winding Up, Liquidation or
Reorganization of a Guarantor.
 

  In the event of (i) any insolvency, bankruptcy, receivership, liquidation, reorganization, readjustment, composition or other similar proceeding
relating to a Guarantor, its creditors or its property, (ii) any case or proceeding for the liquidation, dissolution or other winding-up of a Guarantor, voluntary or
involuntary, whether or not involving insolvency or bankruptcy proceedings, (iii) any assignment by such Guarantor for the benefit of creditors, or (iv) any other
marshalling of the assets of such Guarantor:
 

(a) the holders of all Senior Indebtedness of such Guarantor shall first be entitled to receive payment in full (or to have such payment
duly provided for) of the principal and interest due thereon (including any interest thereon accruing after commencement of any such proceeding) before
the Holders of the Securities are entitled to receive, pursuant to this Guarantee any payment or any distribution, whether in cash, securities or other
property, on account of the principal or interest on the Securities;

 



(b) any payment or distribution of assets of such Guarantor of any kind or character, whether in cash, property or securities (other
than securities of such Guarantor as reorganized or readjusted or securities of such Guarantor or any other company, trust or corporation provided for by
a plan of reorganization or readjustment, junior or the payment of which is otherwise subordinate, at least to the extent provided in this Article, to the
payment of all Senior Indebtedness of such Guarantor at the time outstanding and to the payment of all securities issued in exchange therefor to the
holders of the Senior Indebtedness of such Guarantor at the time outstanding), to which the Holders of the Securities or the Trustee on behalf of the
Holders of the Securities would be entitled, pursuant to this Guarantee except for the provisions of this Article Fourteen, including any such payment or
distribution which may be payable or deliverable by reason of the payment of any other indebtedness of such Guarantor being subordinated to the
payment of the Securities, shall be paid by the liquidating trustee or agent or other person making such payment or distribution directly to the holders of
Senior Indebtedness of such Guarantor or their representative(s), or to the trustee under any indenture under which Senior Indebtedness of such
Guarantor may have been issued (pro rata as to each such holder, representative or trustee on the basis of the respective amounts of unpaid Senior
Indebtedness of such Guarantor held or represented by each), to the extent necessary to make payment in full of all Senior Indebtedness of such
Guarantor remaining unpaid after giving effect to any concurrent payment or distribution or provision therefor to the holders of such Senior Indebtedness
of such Guarantor; and

 
(c) in the event that notwithstanding the foregoing provisions of this Section 14.5, any payment or distribution of assets of such

Guarantor of any kind or character, whether in cash, property or securities shall be received, pursuant to the Guarantee, by the Trustee or the Holders of
the Securities on account of principal or interest on the Securities before all Senior Indebtedness of such Guarantor is paid in full, or effective provisions
made for its payment, such payment or distribution (subject to the provisions of Sections 14.8 and 14.9) shall be received and held in trust for and shall
be paid over or delivered to the liquidating trustee, agent or other person making such payment or distribution or to the holders of the Senior
Indebtedness of such Guarantor remaining unpaid or unprovided for or their representative, or to the trustee under any indenture under which Senior
Indebtedness of such Guarantor may have been issued (pro rata as provided in subsection (2) above), for application to the payment of such Senior
Indebtedness of such Guarantor until all such Senior Indebtedness of such Guarantor shall have been paid in full, after giving effect to any concurrent
payment or distribution or provision therefor to the holders of such Senior Indebtedness of such Guarantor.

 
If a Guarantor effects a transaction permitted by Article Nine, such transaction shall not be deemed to be a dissolution, winding up, liquidation

or reorganization of such Guarantor for purposes of this Section.
 

A Guarantor shall give prompt written notice to the Trustee of any dissolution, winding up, liquidation or reorganization of such Guarantor,
assignment for the benefit of creditors by such Guarantor or any other marshalling of assets of such Guarantor.
 

SECTION 14.6.   Holders to be Subrogated to Rights of Holders of Senior Indebtedness of each Guarantor.
 

  Subject to the payment in full of all Senior Indebtedness of each Guarantor, the Holders of the Securities shall be subrogated to the rights of
the holders of Senior Indebtedness of each Guarantor to receive payments or distributions of assets of each Guarantor applicable to the Senior Indebtedness of
each Guarantor until all amounts owing under the Guarantee shall be paid in full and for the purpose of such subrogation no payments or distributions to the
holders of Senior Indebtedness of each Guarantor by virtue of this Article Fourteen which otherwise would have been made to the Holders of the Securities, shall,
as between each Guarantor, its creditors other than holders of its Senior Indebtedness of each Guarantor and the Holders, be deemed to be a payment by each
Guarantor to or on account of the Senior Indebtedness of each Guarantor, it being understood that the provisions of this Article Fourteen are solely for the purpose
of defining the relative rights of the holders of Senior Indebtedness of the Guarantors on the one hand and the Holders on the other hand.
 

If any payment or distribution to which the Holders would otherwise have been entitled but for the provisions of this Article shall have been
applied, pursuant to the provisions of this Article, to the payment of Senior Indebtedness of each Guarantor, then and in such case, the Holders shall be entitled to
receive from the holders of such Senior Indebtedness of each Guarantor at the time outstanding any payments or distributions received by such holders of such
Senior Indebtedness of each Guarantor in excess of the amount sufficient to pay all amounts payable under or in respect of such Senior Indebtedness of each
Guarantor in full.
 

SECTION 14.7.   Obligations of the Guarantor Unconditional.
 

  Nothing contained in this Article Fourteen or elsewhere in this Indenture or in any Security is intended to or shall impair, as between a
Guarantor and the Holders of the Securities guaranteed by such Guarantor’s Guarantee, the obligations of such Guarantor, which are absolute and unconditional,
to pay to such Holders the principal of and interest on the Securities as and when the same shall become due and payable in accordance with the provisions of this
Guarantee or is intended to or shall affect the relative rights of such Holders and creditors of a Guarantor other than the holders of the Senior Indebtedness of such
Guarantor, nor shall anything herein or therein prevent the Trustee or such Holder from exercising all remedies otherwise permitted by applicable law upon
default under this Indenture, subject to the rights, if any, under this Article Fourteen of the holders of Senior Indebtedness of a Guarantor, in respect of cash,
property or securities of such Guarantor received upon the exercise of any such remedy.
 

Upon any distribution of assets of a Guarantor referred to in this Article Fourteen, the Trustee, subject to the provisions of Sections 6.1 and 6.2,
and the Holders of the Securities guaranteed hereby by such Guarantor shall be entitled to rely upon any order or decree made by any court of competent
jurisdiction in which such dissolution, winding up, liquidation or reorganization proceedings are pending, or a certificate of the liquidating trustee or agent or
other person making any distribution to the Trustee or to such Holders, for the purpose of ascertaining the persons entitled to participate in such distribution, the
holders of the Senior Indebtedness and other indebtedness of such Guarantor, the amount thereof or payable thereon, the amount or amounts paid or distributed
thereon and all other facts pertinent thereto or to this Article Fourteen.
 

SECTION 14.8.   Trustee Entitled to Assume Payments Not Prohibited in Absence of Notice.
 

  The Trustee shall not at any time be charged with knowledge of the existence of any facts which would prohibit the making of any payment to
or by the Trustee, and the Trustee shall not be required to withhold payment to the Holders of Securities as provided in Section 14.4(d), unless and until the
Trustee shall have received written notice thereof at its Corporate Trust Office from a Guarantor or from one or more holders of Senior Indebtedness of such
Guarantor or from any representative thereof or trustee therefor identifying the specific sections of this Indenture involved and describing in detail the facts that
would obligate the Trustee to withhold payments to Holders of Securities, as well as any other facts required by the next succeeding paragraph of this Section
14.8; and, prior to the receipt of any such written notice, the Trustee, subject to the provisions of Sections 6.1 and 6.2, shall be entitled to assume conclusively that
no such facts exist; provided, however, that, if the Trustee shall not have received any such written notice provided for in this Section 14.8 at least three Business
Days preceding the date upon which by the terms hereof any moneys become payable for any purpose (including, without limitation, the payment of either the
principal of or interest, if any, on any Security), then, anything herein contained to the contrary notwithstanding, the Trustee shall have full power and authority to
receive such moneys and apply the same to the purpose for which they were received and shall not be affected by any notice to the contrary that may be received
by it within three Business Days preceding such date.



 
The Trustee shall be entitled to rely on the delivery to it of a written notice by a person representing himself to be a holder of Senior

Indebtedness of a Guarantor (or a trustee on behalf of such holder) to establish that such notice has been given by a holder of Senior Indebtedness of such
Guarantor or a trustee on behalf of any such holder.  In the event that the Trustee determines in good faith that further evidence is required with respect to the right
of any person as a holder of Senior Indebtedness of a Guarantor to participate in any payment or distribution pursuant to this Article Fourteen, the Trustee may
request such person to furnish evidence to the reasonable satisfaction of the Trustee as to the amount of Senior Indebtedness of such Guarantor held by such
person, the extent to which such person is entitled to participate in such payment or distribution and any other facts pertinent to the rights of such person under
this Article Fourteen, and if such evidence is not furnished the Trustee may defer any payment to such person pending judicial determination as to the right of
such person to receive such payment.
 

SECTION 14.9.   Application by Trustee of Monies Deposited with It.
 

  Except as provided in Section 10.5, any deposit of monies by a Guarantor with the Trustee or any Paying Agent (whether or not in trust) for
the payment of the principal or interest on any Securities shall be subject to the provisions of Sections 14.3, 14.4, 14.5 and 14.6 except that, if prior to the opening
of business on the date on which by the terms of this Indenture any such monies may become payable for any purpose (including, without limitation, the payment,
pursuant to this Guarantee, of either the principal or the interest on any Security) the Trustee shall not have received with respect to such monies the notice
provided for in Section 14.8, then the Trustee shall have full power and authority to receive such monies and to apply the same to the purpose for which they were
received and shall not be affected by any notice to the contrary which may be received by it on or after such date, without, however, limiting any rights that
holders of Senior Indebtedness of a Guarantor may have to recover any such payments from the Holders in accordance with the provisions of this Article.
 

SECTION 14.10.   Subordination Rights Not Impaired by Acts or Omissions of a Guarantor or Holders of Senior Indebtedness of such Guarantor.
 

  No right of any present or future holders of any Senior Indebtedness of a Guarantor to enforce subordination as provided herein shall at any
time in any way be prejudiced or impaired by any act or failure to act on the part of such Guarantor or by any act or failure to act, in good faith, by any such
holder, or by any noncompliance by such Guarantor with the terms of this Indenture, regardless of any knowledge thereof which any such holder may have or be
otherwise charged with.  The holders of Senior Indebtedness of such Guarantor may extend, renew, modify or amend the terms of the Senior Indebtedness of such
Guarantor or any security therefor and release, sell or exchange such security and otherwise deal freely with such Guarantor, all without affecting the liabilities
and obligations of the parties to this Indenture or the Holders.
 

SECTION 14.11.   Holders Authorize Trustee to Effectuate Subordination of Securities.
 

  Each Holder of the Securities by his acceptance thereof authorizes and expressly directs the Trustee on his behalf to take such action as may be
necessary or appropriate to effectuate the subordination provided in this Article Fourteen and appoints the Trustee his attorney-in-fact for such purpose, including,
in the event of any dissolution, winding up, liquidation or reorganization of a Guarantor (whether in bankruptcy, insolvency or receivership proceedings,
voluntary liquidation or upon assignment for the benefit of creditors or otherwise) tending towards liquidation of the business and assets of such Guarantor, the
timely filing of a claim for the unpaid balance, pursuant to this Guarantee, of its or his Securities in the form required in said proceedings and cause said claim to
be approved.  If the Trustee does not file a proper claim or proof of debt in the form required in such proceeding on or prior to 30 days before the expiration of the
time to file such claim or claims, then the holders of Senior Indebtedness of such Guarantor have the right to file and are hereby authorized to file an appropriate
claim for and on behalf of the Holders of said Securities.
 

SECTION 14.12.   Right of Trustee to Hold Senior Indebtedness of a Guarantor.
 

 The Trustee in its individual capacity, shall be entitled to all of the rights set forth in this Article Fourteen in respect of any Senior Indebtedness
of a Guarantor at any time held by it to the same extent as any other holder of such Senior Indebtedness of a Guarantor, and nothing in this Indenture shall be
construed to deprive the Trustee of any of its rights as such holder.  Nothing in this Article Fourteen shall apply to claims of, or payments to, the Trustee under or
pursuant to Section 6.6.
 

SECTION 14.13.   Trustee Not Fiduciary for Holders of Senior Indebtedness of a Guarantor.
 

  With respect to the holders of Senior Indebtedness of a Guarantor, the Trustee undertakes to perform or to observe only such of its covenants
and obligations as are specifically set forth in this Article Fourteen, and no implied covenants or obligations with respect to the holders of Senior Indebtedness of
a Guarantor shall be read into this Indenture against the Trustee.  The Trustee shall not be deemed to owe any fiduciary duty to the holders of Senior Indebtedness
of a Guarantor and the Trustee shall not be liable to any holder of Senior Indebtedness of a Guarantor if it shall pay over or deliver to Holders of Securities, a
Guarantor or any other person monies or assets to which any holder of Senior Indebtedness of such Guarantor shall be entitled by virtue of this Article Fourteen
or otherwise.
 

SECTION 14.14.   Article Fourteen Not to Prevent Events of Default.
 

  The failure to make a payment on account of principal or interest on the Securities of any series by reason of any provision in this Article
Fourteen shall not be construed as preventing the occurrence of an Event of Default under Section 5.1.
 

SECTION 14.15.   Execution and Delivery of Guarantee.
 

  To evidence a Guarantee set forth in this Article Fourteen, the Guarantor hereby agrees that the Guarantee Notation, substantially in the form
of Exhibit A hereto, shall be endorsed on each Security authenticated and delivered by the Trustee that is guaranteed by such Guarantee and that this Indenture or
indenture supplemental hereto shall be executed on behalf of such Guarantor by its Chairman of the Board, its president or chief executive officer, any vice
president, the chief financial officer or the treasurer.  Such signatures may be the manual or facsimile signatures of the present or any future such officers.
 

Each Guarantor hereby agrees that its Guarantee shall remain in full force and effect notwithstanding any failure to endorse the Guarantee Notation on
each such Security.
 

If an officer whose signature is on this Indenture or indenture supplemental hereto or on the Securities guaranteed hereby no longer holds that office at
the time the Trustee authenticates the Security on which a notation of the Guarantee is endorsed, such Guarantee shall be valid nevertheless.
 

The delivery of any Security by the Trustee, after the authentication thereof hereunder, shall constitute due delivery of each Guarantee thereof.



 
SECTION 14.16.   Limitation on Guarantor Liability.

 
  Notwithstanding anything to the contrary in this Article, each Guarantor, and by its acceptance of a Security, each Holder, hereby confirms that it is the

intention of all such parties that the Guarantee of such Guarantor not constitute a fraudulent conveyance under applicable fraudulent conveyance provisions of the
Bankruptcy Code or any comparable provision of state law.  To effectuate that intention, the Trustee, the Holders and the Guarantors hereby irrevocably agree that
the obligations of each Guarantor under its Guarantee are limited to the maximum amount that would not render the Guarantor’s obligations subject to avoidance
under applicable fraudulent conveyance provisions of the Bankruptcy Code or any comparable provision of state law.
 

SECTION 14.17.   Officers’ Certificate.
 

  If there occurs an event referred to in the first sentence of Section 14.4(c) or the first sentence of Section 14.5, the applicable Guarantor shall
promptly give to the Trustee an Officers’ Certificate (on which the Trustee may conclusively rely) identifying all holders of Senior Indebtedness of such
Guarantor and the principal amount of Senior Indebtedness of such Guarantor then outstanding held by each such holder and stating the reasons why such
Officers’ Certificate is being delivered to the Trustee.
 

ARTICLE FIFTEEN                                           
 

SECTION 15.1.   Release of the Issuer.
 

  The Issuer shall be released from its obligations under this Indenture and the Securities, without the consent of the Holders, if: (1) Hovnanian or any
successor to Hovnanian has assumed the obligations of the Issuer under this Indenture and the Securities, by supplemental indenture executed and delivered to the
Trustee and satisfactory in form to the Trustee, (2) Hovnanian delivers an Opinion of Counsel to the Trustee to the effect that Holders will not recognize income,
gain or loss for United States federal income tax purposes as a result of such release, and such Holders will be subject to United States federal income tax on the
same amounts, in the same manner and at the same times as would have been the case if such release had not occurred and (3) the Issuer shall (w) become a
Guarantor subject to the provisions of Article Thirteen hereof, (x) execute a Guarantee Notation, substantially in the form of Exhibit A hereto, (y) execute a
supplemental indenture evidencing its Guarantee and (z) deliver an Opinion of Counsel to the Trustee to the effect that the supplemental indenture has been duly
authorized, executed and delivered by the Issuer and constitutes a valid and binding obligation of the Issuer, enforceable against the Issuer in accordance with its
terms (subject to customary exceptions).
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SIGNATURES
 

IN WITNESS WHEREOF, the parties hereto have caused this Indenture to be duly executed, all as of the date first above written.
 
 K. HOVNANIAN ENTERPRISES, INC.,

AS ISSUER

By:  /s/ J. Larry Sorsby
Name: J. Larry Sorsby
Title:   Executive Vice President and
                   Chief Financial Officer

  
  
 HOVNANIAN ENTERPRISES, INC.,

 AS GUARANTOR

By:   /s/ J. Larry Sorsby
Name:  J. Larry Sorsby
Title:    Executive Vice President and
                   Chief Financial Officer

  
  
WILMINGTON TRUST COMPANY, AS TRUSTEE

By:/s/ Joshua C. Jones
Name:  Joshua C. Jones
Title:    Financial Services Officer
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EXHIBIT A

[FORM OF NOTATION OF SECURITY
 

RELATING TO GUARANTEE]
 

GUARANTEE
 

[Name of Guarantor] (hereinafter referred to as the “Guarantor”, which term includes any successor person under the Indenture (the “Indenture”) referred
to in the Security upon which this notation is endorsed) (the “Endorsed Security”), has unconditionally guaranteed, jointly and severally with each other
Guarantor (i) the due and punctual payment of the principal of, premium, if any, and interest on the Endorsed Security and all other Securities of the same series
as the Endorsed Security (the “Guaranteed Securities”), whether at maturity, by acceleration or otherwise, the due and punctual payment of interest on the overdue
principal of, premium, if any, and interest, if any, on the Guaranteed Securities, to the extent lawful, and the due and punctual performance of all other obligations
of the Issuer to the Holders of Guaranteed Securities or the Trustee all in accordance with the terms set forth in Article Fourteen of the Indenture and (ii) in case
of any extension of time of payment or renewal of any Guaranteed Securities or any of such other obligations, that the same will be promptly paid in full when
due or performed in accordance with the terms of the extension or renewal, whether at stated maturity, by acceleration or otherwise.  Capitalized terms not
otherwise defined herein shall have the meanings ascribed thereto in the Indenture.
 

The obligations of the Guarantor to the Holders of Guaranteed Securities and to the Trustee pursuant to the Guarantee evidenced hereby and the
Indenture are expressly set forth in Article Fourteen of the Indenture and reference is hereby made to such Indenture for the terms of such Guarantee.
 

No stockholder, officer, director, employee or incorporator, as such, past, present or future, of the Guarantor shall have any personal liability under the
Guarantee evidenced hereby by reason of his or its status as such stockholder, officer, director, employee or incorporator.  Each Holder of a Guaranteed Security
by accepting a Guaranteed Security waives and releases all such liability.  This waiver and release are part of the consideration for the issuance of the Guarantee.
 
Each Holder of a Guaranteed Security by accepting a Guaranteed Security agrees that any Guarantor named below shall have no further liability with respect to
its Guarantee if such Guarantor otherwise ceases to be liable in respect of its Guarantee in accordance with the terms of the Indenture.
 

The Guarantee evidenced hereby shall not be valid or obligatory for any purpose until the certificate of authentication of the Guaranteed Securities shall
have been executed by the Trustee under the Indenture by the manual signature of one of its authorized officers.
 

Guarantor

[NAME OF GUARANTOR]

_______________________
By:
Title:
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EXHIBIT B

[SUBSIDIARY GUARANTORS]



CERTIFICATIONS
Exhibit 31(a)

I, Ara K. Hovnanian, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Hovnanian Enterprises, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15 (f)) for the registrant and
have:

(a)           Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b)           Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(c)           Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d)           Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a)           All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b)           Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date:  March 4, 2011

/S/ARA K. HOVNANIAN
Ara K. Hovnanian
Chairman, President and Chief Executive Officer



CERTIFICATIONS
Exhibit 31(b)

I, J. Larry Sorsby, certify that:

1. 1. I have reviewed this quarterly report on Form 10-Q of Hovnanian Enterprises, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15 (f)) for the registrant and
have:

(a)           Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b)           Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(c)           Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d)           Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a)           All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b)           Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date:  March 4, 2011

/S/J. LARRY SORSBY
J. Larry Sorsby
Executive Vice President and Chief Financial Officer



Exhibit 32(a)
 

CERTIFICATION PURSUANT TO
 

18 U.S.C. SECTION 1350,
 

AS ADOPTED PURSUANT TO
 

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
 

 
1.  In connection with the Quarterly Report of Hovnanian Enterprises, Inc. (the “Company”) on Form 10-Q for the period ended January 31, 2011 as filed

with the Securities and Exchange Commission on the date hereof (the “Report”), I, Ara K. Hovnanian, President and Chief Executive Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
 
 

2. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 

3. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
 
Date:  March 4, 2011
 

 
/S/ARA K. HOVNANIAN
Ara K. Hovnanian
Chairman, President and Chief Executive Officer



Exhibit 32(b)
 

CERTIFICATION PURSUANT TO
 

18 U.S.C. SECTION 1350,
 

AS ADOPTED PURSUANT TO
 

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
 

 
1.   In connection with the Quarterly Report of Hovnanian Enterprises, Inc. (the “Company”) on Form 10-Q for the period ended January 31, 2011 as filed

with the Securities and Exchange Commission on the date hereof (the “Report”), I, J. Larry Sorsby, Executive Vice President and Chief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
 
 

2. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 

3. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
 
Date:  March 4, 2011
 

/S/J. LARRY SORSBY
J. Larry Sorsby
Executive Vice President and Chief Financial Officer


