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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Pre-effective Amendment No. 3 to Form S-4

REGISTRATION STATEMENT

UNDER

THE SECURITIES ACT OF 1933

BEAZER HOMES USA, INC.

(Exact Name of Registrant as Specified in Its Charter)

Delaware 1531 58-2086934

State or other jurisdiction of Primary Standard Industrial LR.S. Employer
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incorporation or organization Classification Code Number Identification No.

1000 Abernathy Road, Suite 1200
Atlanta, Georgia 30328
(770) 829-3700
(Address, including zip code, and telephone number, including area code, of each registrant s principal executive offices)

SEE TABLE OF CO-REGISTRANTS

Kenneth F. Khoury
Executive Vice President, General Counsel and Secretary
Beazer Homes USA, Inc.
1000 Abernathy Road, Suite 1200
Atlanta, Georgia 30328
(770) 829-3700

(Name, address, including zip code, and telephone number, including area code, of agent for service)

Approximate date of commencement of proposed sale to the public: As soon as practicable after the effective date of this Registration Statement.

If the securities being registered on this Form are being offered in connection with the formation of a holding company and there is compliance with General
Instruction G, check the following box:

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering. ~

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the Securities Act registration
statement number of the earlier effective registration statement for the same offering.

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See the
definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer Accelerated filer b
Non-accelerated filer ~~ (Do not check if a smaller reporting company) Smaller reporting company

Table of Contents



Edgar Filing: PARAGON TILE LLC - Form S-4/A

The Registrants hereby amend this Registration Statement on such date or dates as may be necessary to delay its effective date until the Registrants shall
file a further amendment which specifically states that the Registration Statement shall thereafter become effective in accordance with Section 8(a) of the
Securities Act of 1933 or until the Registration Statement shall become effective on such date as the Commission, acting pursuant to said Section 8(a),
may determine.
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Beazer Homes Corp.
Beazer/Squires Realty, Inc.
Beazer Homes Sales, Inc.

Beazer Realty Corp.

Beazer Homes Holdings Corp.
Beazer Homes Texas Holdings, Inc.
Beazer Homes Texas, L.P.

April Corporation

Beazer SPE, LLC

Beazer Homes Investments, LLC
Beazer Realty, Inc.

Beazer Clarksburg, LLC

Homebuilders Title Services of Virginia, Inc.

Homebuilders Title Services, Inc.
Beazer Allied Companies Holdings, Inc.
Beazer Homes Indiana LLP

Beazer Realty Services, LLC

Paragon Title, LLC

Trinity Homes, LLC

Beazer Commercial Holdings, LLC
Beazer General Services, Inc.

Beazer Homes Indiana Holdings Corp.
Beazer Realty Los Angeles, Inc.
Beazer Realty Sacramento, Inc.

BH Building Products, LP

BH Procurement Services, LLC
Arden Park Ventures, LLC

Beazer Mortgage Corporation

Beazer Homes Michigan, LLC

Dove Barrington Development LLC
Elysian Heights Potomia, LLC
Clarksburg Arora LL.C

Clarksburg Skylark, LLC

The address for each Co-Registrant is 1000 Abernathy Road, Suite 1200, Atlanta, Georgia 30328.

(1) Does not have any employees.
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The information in this prospectus is not complete and may be changed. We may not issue these securities until the registration
statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to sell these securities, and it is
not soliciting an offer to buy these securities in any state where the offer or sale is not permitted.

PRELIMINARY PROSPECTUS

Subject to Completion dated June 15, 2011

$250,000,000
Offer to Exchange
9.125% Senior Notes due 2019,
which have been registered under the Securities Act of 1933,
for any and all outstanding
9.125% Senior Notes due 2019,
which have not been registered under the Securities Act of 1933,

of

Beazer Homes USA, Inc.

We will exchange all original notes that are validly tendered and not withdrawn before the end of the exchange offer for an equal
principal amount of new notes that we have registered under the Securities Act of 1933.

This exchange offer expires at 12:01 a.m., New York City time, on , 2011, unless extended.

No public market exists for the original notes or the new notes. We do not intend to list the new notes on any securities exchange or
to seek approval for quotation through any automated quotation system.
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See _Risk Factors beginning on page 10 for a discussion of the risks that holders should consider prior to
making a decision to exchange original notes for new notes.

The notes will be our senior unsecured obligations and will rank equally in right of payment with all of our existing and future senior
obligations, senior to all of our existing and future subordinated indebtedness and effectively subordinated to our existing and future secured
indebtedness to the extent of the value of the assets securing such indebtedness. The notes and related guarantees will be structurally
subordinated to all indebtedness and other liabilities of all of our subsidiaries that do not guarantee the notes. The notes will be fully and
unconditionally guaranteed on a senior unsecured basis by each of our subsidiaries that guarantee the revolving credit facility (as defined herein)
and our other outstanding senior notes.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

Each broker-dealer that receives new notes for its own account pursuant to the exchange offer must acknowledge that it will deliver a prospectus
in connection with any resale of such new notes. A broker-dealer who acquired original notes as a result of market-making or other trading
activities may use this prospectus, as supplemented or amended from time to time, in connection with any resales of the new notes.

The date of this prospectus is ,2011.
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You should rely only on the information contained or incorporated by reference in this prospectus. We have not authorized anyone else to
provide you with additional or different information. We are only offering these securities in states where the offer is permitted. You should not
assume that the information in this prospectus is accurate as of any date other than the dates on the front of this document.

This prospectus incorporates important business and financial information about the company that is not included in or delivered with this
document. For more information regarding the documents incorporated by reference into this prospectus, see Where You Can Find More
Information beginning on page 70. We will provide, without charge, to each person, including any beneficial owner, to whom a copy of this
prospectus is delivered, upon the written or oral request of such person, a copy of any or all of the information incorporated by reference in this
prospectus, other than exhibits to such information (unless such exhibits are specifically incorporated by reference into the information that this
prospectus incorporates). Requests for such copies should be directed to:
Beazer Homes USA, Inc.
Attn: Secretary
1000 Abernathy Road, Suite 1200
Atlanta, Georgia 30328
Telephone: (770) 829-3700

In order to obtain timely delivery, security holders must request the information no later than five business days before ,
2011, the expiration date of the exchange offer.
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PROSPECTUS SUMMARY

This summary highlights selected information from this prospectus. The following summary information is qualified in its entirety by the
information contained elsewhere in this prospectus. This summary may not contain all of the information that you should consider prior to
making a decision to exchange original notes for new notes. You should read the entire prospectus carefully, including the Risk Factors
section beginning on page 10 of this prospectus, and the additional documents to which we refer you. You can find information with respect to
these additional documents under the caption Where You Can Find More Information beginning on page 70. Unless the context requires
otherwise, all references to we, us, our and Beazer Homes refer specifically to Beazer Homes USA, Inc. and its subsidiaries. In this
section, references to the Notes are references to the outstanding 9.125% Senior Notes due 2019 and the exchange 9.125% Senior Notes due
2019 offered hereby, collectively. Definitions for certain other defined terms may be found under Description of the Notes  Certain
Definitions appearing below.

The Company
Beazer Homes USA, Inc.

We are a geographically diversified homebuilder with active operations in 15 states. Our homes are designed to appeal to homeowners at various
price points across various demographic segments and are generally offered for sale in advance of their construction. Our objective is to provide
our customers with homes that incorporate exceptional value and quality while seeking to maximize our return on invested capital over time.

Our and our co-registrants principal executive offices are located at 1000 Abernathy Road, Suite 1200, Atlanta, Georgia 30328, telephone
(770) 829-3700. Our Internet website is http://www.beazer.com. Information on our website is not a part of and shall not be deemed
incorporated by reference in this prospectus.

The Exchange Offer

The Exchange Offer We are offering to exchange up to $250,000,000 aggregate principal amount of our new
9.125% Senior Notes due 2019 for up to $250,000,000 aggregate principal amount of our
original 9.125% Senior Notes due 2019, which are currently outstanding. Original notes
may only be exchanged in a minimum principal amount of $2,000 and $1,000 principal
increments above such minimum. In order to be exchanged, an original note must be
properly tendered and accepted. All original notes that are validly tendered and not
validly withdrawn prior to the expiration of the exchange offer will be exchanged.

Resales Without Further Registration Based on interpretations by the staff of the SEC in several no action letters issued to third
parties, we believe that the new notes issued pursuant to the exchange offer may be
offered for resale, resold or otherwise transferred by you without compliance with the
registration and prospectus delivery provisions of the Securities Act of 1933 (the

Securities Act ) provided that:

you are acquiring the new notes issued in the exchange offer in the ordinary course of
your business;

you have not engaged in, do not intend to engage in, and have no arrangement or
understanding with any person to participate in,

Table of Contents 8
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Expiration Date

the distribution of the new notes issued to you in the exchange offer in violation of the
provisions of the Securities Act; and

you are not our affiliate, as defined under Rule 405 of the Securities Act.

Each broker-dealer that receives new notes for its own account in exchange for original
notes, where such original notes were acquired by such broker-dealer as a result of
market-making activities or other trading activities, must acknowledge that it will deliver
a prospectus in connection with any resale of such new notes.

The letter of transmittal states that, by so acknowledging that it will deliver and by
delivering a prospectus, a broker-dealer will not be deemed to admit that it is an
underwriter within the meaning of the Securities Act. This prospectus, as it may be
amended or supplemented from time to time, may be used by a broker-dealer in
connection with resales of new notes received in exchange for original notes where such
original notes were acquired by such broker-dealer as a result of market-making activities
or other trading activities. We have agreed to use our reasonable best efforts to make this
prospectus, as amended or supplemented, available to any broker-dealer for a period of
180 days after the date of this prospectus for use in connection with any such resale. See
Plan of Distribution.

12:01 a.m., New York City time, on , 2011, unless we extend the exchange
offer.

Accrued Interest on the New Notes and Original Notes The new notes will bear interest from November 12, 2010 or the last interest payment

Conditions to the Exchange Offer

Procedures for Tendering Original Notes

Special Procedures for Beneficial Holders

Table of Contents

date on which interest was paid on the original notes surrendered in exchange therefor.

Holders of original notes that are accepted for exchange will be deemed to have waived
the right to receive any payment in respect of interest on such original notes accrued to

the date of issuance of the new notes.

The exchange offer is subject to certain customary conditions which we may waive. See
The Exchange Offer Conditions.

Each holder of original notes wishing to accept the exchange offer must complete, sign
and date the letter of transmittal, or a facsimile of the letter of transmittal; or if the
original notes are tendered in accordance with the book-entry procedures described in this
prospectus, the tendering holder must transmit an agent s message to the exchange agent
at the address listed in this prospectus. You must mail or otherwise deliver the required
documentation together with the original notes to the exchange agent.

If you beneficially own original notes registered in the name of a broker, dealer,
commercial bank, trust company or other nominee and
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Guaranteed Delivery Procedures

Withdrawal Rights

Failure to Exchange Will Affect You Adversely

Material United States Federal Income Tax
Consequences

Exchange Agent

Table of Contents

you wish to tender your original notes in the exchange offer, you should contact such
registered holder promptly and instruct them to tender on your behalf. If you wish to
tender on your own behalf, you must, before completing and executing the letter of
transmittal for the exchange offer and delivering your original notes, either arrange to
have your original notes registered in your name or obtain a properly completed bond
power from the registered holder. The transfer of registered ownership may take
considerable time.

You must comply with the applicable guaranteed delivery procedures for tendering if you
wish to tender your original notes and:

your original notes are not immediately available; or

time will not permit your required documents to reach the exchange agent prior to
12:01 a.m., New York City time, on the expiration date of the exchange offer; or

you cannot complete the procedures for delivery by book-entry transfer prior to 12:01
a.m., New York City time, on the expiration date of the exchange offer.

You may withdraw your tender of original notes at any time prior to 12:01 a.m., New
York City time, on the date the exchange offer expires.

If you are eligible to participate in the exchange offer and you do not tender your original
notes, you will not have further exchange or registration rights and your original notes
will continue to be subject to restrictions on transfer under the Securities Act.
Accordingly, the liquidity of the original notes will be adversely affected.

The exchange of original notes for new notes pursuant to the exchange offer will not
result in a taxable event. Accordingly, we believe that:

no gain or loss will be realized by a United States holder upon receipt of a new note;

holder s holding period for the new notes will include the holding period of the original
notes; and

the adjusted tax basis of the new notes will be the same as the adjusted tax basis of the
original notes exchanged at the time of such exchange.

See Material United States Federal Income Tax Considerations.
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U.S. Bank National Association is serving as exchange agent in connection with the
Exchange Offer. Deliveries by hand, registered, certified, first class or overnight mail
should be addressed to U.S. Bank National Association, 60 Livingston Avenue,
EP-MN-WS2N,
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Use of Proceeds
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St. Paul, MN 55107, Attention: Specialized Finance Department, Reference: Beazer
Homes USA, Inc. Exchange. For information with respect to the Exchange Offer, contact
the Exchange Agent at telephone number (800) 934-6802 or facsimile number

(651) 495-8158.

We will not receive any proceeds from the exchange offer. See Use of Proceeds.
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The exchange offer constitutes an offer to exchange up to $250,000,000 aggregate principal amount of the new notes for up to an equal
aggregate principal amount of the original notes. The new notes will be obligations of Beazer Homes evidencing the same indebtedness as the
original notes, and will be entitled to the benefit of the same indenture. The form and terms of the new notes are substantially the same as the
form and terms of the original notes except that the new notes have been registered under the Securities Act. See Description of the Notes.

Comparison with Original Notes

Freely Transferable The new notes will be freely transferable under the Securities Act by holders who are not
restricted holders. Restricted holders are restricted from transferring the new notes
without compliance with the registration and prospectus delivery requirements of the
Securities Act. The new notes will be identical in all material respects (including interest
rate, maturity and restrictive covenants) to the original notes, with the exception that the
new notes will be registered under the Securities Act. See The Exchange Offer Terms of
the Exchange Offer.

Registration Rights The holders of the original notes currently are entitled to certain registration rights
pursuant to the registration rights agreement entered into on the issue date of the original
notes by and among Beazer Homes, the subsidiary guarantors named therein and the
initial purchasers named therein, including the right to cause Beazer Homes to register
the original notes for resale under the Securities Act if the Exchange Offer is not
consummated prior to the exchange offer termination date. However, pursuant to the
registration rights agreement, such registration rights will expire upon consummation of
the exchange offer. Accordingly, holders of original notes who do not exchange their
original notes for new notes in the exchange offer will not be able to reoffer, resell or
otherwise dispose of their original notes unless such original notes are subsequently
registered under the Securities Act or unless an exemption from the registration
requirements of the Securities Act is available.

Terms of New Notes

Issuer Beazer Homes USA, Inc.

Notes Offered The form and terms of the new notes will be the same as the form and terms of the
outstanding notes except that:

the new notes will bear a different CUSIP number from the original notes;

the new notes have been registered under the Securities Act and, therefore, will not
bear legends restricting their transfer; and

you will not be entitled to any exchange or registration rights with respect to the new
notes.

Table of Contents 13
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Maturity Date

Interest

Guarantees

Ranking

Optional Redemption
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The notes will evidence the same debt as the original notes. They will be entitled to the
benefits of the indenture and the supplemental indenture governing the original notes and
will be treated under the indenture and the supplemental indenture as a single class with
the original notes. We refer to the new notes and the original notes collectively as the
notes in this prospectus.

May 15, 2019.

The notes bear interest at a rate of 9.125% per annum payable semi-annually in cash on
May 15 and November 15 of each year.

On the issue date of the notes, all payments on the notes, including principal and interest,
will be jointly and severally guaranteed on a senior unsecured basis by substantially all of
our existing subsidiaries.

The notes and the guarantees will be our and the guarantors senior unsecured obligations.
The indebtedness evidenced by the notes and the guarantees will:

rank senior in right of payment to any of our and the guarantors existing and future
subordinated indebtedness;

rank equally in right of payment with all of our and the guarantors existing and future
senior indebtedness, including our outstanding senior notes and our revolving credit
facility;

be effectively subordinated to our and the guarantors obligations under our revolving
credit facility, our 12% Senior Secured Notes due 2017, our cash-secured
delayed-draw term loan facilities (the Cash-Secured Facilities ) and any other debt
incurred after the issue date that is secured, in each case to the extent of the collateral
securing such obligations; and

be structurally subordinated to all existing and future indebtedness and other liabilities
of our non-guarantor subsidiaries (other than indebtedness and liabilities owed to us or
one of our guarantor subsidiaries).

As of March 31, 2011, we and the subsidiary guarantors had approximately $1.3 billion
of indebtedness outstanding, net of unamortized discount of $25.2 million and
unamortized accretion of $52.3 million, of which (1) $286.2 million was secured
indebtedness and (2) $106.0 million, net of accretion, was subordinate to the notes and
the guarantees. In addition, as of March 31, 2011, our non-guarantor subsidiaries had
outstanding indebtedness and other liabilities (excluding intercompany obligations) of
approximately $3.6 million.

15
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Prior to November 15, 2014, we may redeem the notes, in whole or in part, at a price
equal to 100% of the principal amount thereof plus the make-whole premium described
under Description of the Notes Optional Redemption.
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Certain Covenants

Change of Control

No Listing on any Securities Exchange

Risk Factors

We may also redeem any of the notes at any time on or after November 15, 2014, in
whole or in part, at the redemption prices described under Description of the Notes
Optional Redemption, plus accrued and unpaid interest, if any, to the date of redemption.
In addition, prior to November 15, 2013, we may redeem up to 35% of the aggregate
principal amount of the notes issued under the indenture with the net proceeds of certain
equity offerings, provided at least 65% of the aggregate principal amount of the notes
originally issued remain outstanding immediately after such redemption. See Description
of the Notes  Optional Redemption.

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

incur additional indebtedness or issue certain preferred shares;

create liens on assets to secure indebtedness;

pay dividends or make other equity distributions;

purchase or redeem capital stock; and

make certain investments.

These limitations are subject to a number of important qualifications and exceptions. See
Description of the Notes Certain Covenants.

Upon a change of control, we will be required to make an offer to purchase each holder s
notes at a price of 101% of the principal amount thereof, plus accrued and unpaid interest,

if any, to the date of purchase. See Description of the Notes Mandatory Offers to

Purchase the Notes and Description of the Notes Certain Covenants Change of Control.

We do not intend to list the new notes on any securities exchange or to seek approval for
quotation through any automated system.

You should carefully consider the information under Risk Factors beginning on page 10
of this prospectus and all other information included or incorporated by reference in this
prospectus prior to making a decision to exchange original notes for new notes.

For additional information regarding the notes, see the Description of the Notes section of this prospectus.

Table of Contents
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Our summary historical consolidated financial and operating data set forth below as of and for each of the periods presented are derived from
our audited and unaudited consolidated financial statements. These historical results are not necessarily indicative of the results to be expected in
the future. You should also read our historical financial statements and related notes in our annual report on Form 10-K for the year ended
September 30, 2010 and our quarterly report on Form 10-Q for the fiscal quarter ended March 31, 2011, and Management s Discussion and
Analysis of Financial Condition and Results of Operations in our Form 10-K for the year ended September 30, 2010 and our quarterly report on
Form 10-Q for the fiscal quarter ended March 31, 2011, incorporated herein by reference, before deciding to exchange the original notes for the
new notes.

Fiscal Year Ended Six Months Ended
September 30, March 31,
2008 2009 2010 2010 2011

($ in millions, except ratios)
Statement of Operations Data Continuing Operations(1):

Total revenue $1,737 $ 972 $1,010 $ 406 $ 238
Gross (loss) profit (247) 16 86 43 10
Operating loss (618) (241) (114) (€28) (73)
(Loss) income from continuing operations(2) (780) (176) 30) 51 (103)
Operating Statistics Continuing Operations:

Number of new orders, net of cancellations 5,158 4,077 4,122 2,339 1,734
Backlog at end of period(3) 1,290 1,171 780 1,743 1,414
Number of closings(4) 6,370 4,196 4,513 1,767 1,100
Average sales price per home closed (in thousands) $254.3 $230.8 $221.7 $226.7 $ 2123
Balance Sheet Data (end of period):

Cash, cash equivalents, and restricted cash $ 585 $ 557 $ 576 $ 568 $ 453
Inventory 1,652 1,318 1,204 1,318 1,269
Total assets 2,642 2,029 1,903 2,025 1,853
Total debt 1,747 1,509 1,212 1,359 1,287
Stockholders equity 375 197 397 353 296

Supplemental Financial Data:
Cash provided by/(used in):

Operating activities $ 316 $ 94 $ 170 $ 22 $ (187
Investing activities (18) (80) (6) 2) (38)
Financing activities (167) 1) (34) 3) 70
Interest incurred(5) 140 133 127 65 65

(1)  Gross (loss) profit includes inventory impairments and lot option abandonments of $403 million, $95 million and $50 million for the fiscal
years ended September 30, 2008, 2009 and 2010, and $19 million and $19 million for the six months ended March 31, 2010 and 2011,
respectively. Operating loss also includes goodwill impairments of $48 million and $16 million for the fiscal years ended September 30,
2008 and 2009, respectively. The aforementioned charges were primarily related to the deterioration of the homebuilding environment
over the past few years. Loss from continuing operations for fiscal 2009 and 2010 also include a gain on extinguishment of debt of $145
million and $44 million, respectively. Loss from continuing operations for the six months ended March 31, 2011 also includes a loss on
extinguishment of debt of $3 million. Income from continuing operations for the six months ended March 31, 2010 includes a $52.9
million gain on extinguishment of debt.
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(2) (Loss) income from continuing operations for the fiscal year ended September 30, 2010 and the six months ended March 31, 2010 includes
a tax benefit of $118 million and $96 million, respectively, primarily resulting from The Worker, Homeowner and Business Act of 2009
which allowed us to carry back a portion of our 2009 federal tax loss.

(3) Ahomeisincludedin backlog after a sales contract is executed and prior to the transfer of title to the purchaser. Because the closings of
pending sales contracts are subject to contingencies, it is possible that homes in backlog will not result in closings.

(4) Ahomeisincludedin closings when title is transferred to the buyer. Revenue and cost of sales for a house are generally recognized at the
date of closing.

(5) Interest incurred is expensed or, if qualified, capitalized to inventory and subsequently amortized to cost of sales as home sales are closed.

Ratio of earnings to fixed charges

The following table presents our ratios of earnings to fixed charges for the periods presented.

Fiscal Year Ended September 30, Six Months
Ended
March 31,
2006 2007 2008 2009 2010 2011
Ratio of Earnings to Fixed Charges(1) 5.3X

(1) Computed by dividing earnings by fixed charges. Earnings consist of (a) income (loss) from continuing operations before income taxes,
(b) amortization of previously capitalized interest and (c) fixed charges, exclusive of capitalized interest cost. Fixed charges consist of
(a) interest incurred, (b) amortization of deferred loan costs and debt discount and (c) that portion of operating lease rental expense
(33%) deemed to be representative of interest. Earnings for fiscal years ended September 30, 2007, 2008, 2009 and 2010, and the six
months ended March 31, 2011, were insufficient to cover fixed charges by $390 million, $524 million, $39 million, $16 million and $49
million, respectively.
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RISK FACTORS
Risks Related to Our Business

The homebuilding industry has been experiencing a severe downturn that may continue for an indefinite period and continue to adversely
affect our business, results of operations and stockholders equity.

Most housing markets across the United States continue to be characterized by an oversupply of both new and resale home inventory, including
foreclosed homes, reduced levels of consumer demand for new homes, increased cancellation rates, aggressive price competition among
homebuilders and increased incentives for home sales. As a result of these factors, we, like many other homebuilders, have experienced a
material reduction in revenues and margins. These challenging market conditions are expected to continue for the foreseeable future and, in the
near term, these conditions may further deteriorate. We expect that continued weakness in the homebuilding market would adversely affect our
business, results of operations and stockholders equity as compared to prior periods and could result in additional inventory impairments in the
future.

Our backlog reflects the number and value of homes for which we have entered into a sales contract with a customer but have not yet delivered
the home. Although these sales contracts typically require a cash deposit and do not make the sale contingent on the sale of the customer s
existing home, in some cases a customer may cancel the contract and receive a complete or partial refund of the deposit as a result of local laws
or as a matter of our business practices. If the current industry downturn continues, economic conditions continue to deteriorate or if mortgage
financing becomes less accessible, more homebuyers may have an incentive to cancel their contracts with us, even where they might be entitled
to no refund or only a partial refund, rather than complete the purchase. Significant cancellations have had, and could have, a material adverse
effect on our business as a result of lost sales revenue and the accumulation of unsold housing inventory. In particular, our cancellation rates for
the fiscal year ended September 30, 2010 and the six months ended March 31, 2011 were 25.5% and 23.8%, respectively. It is important to note
that both backlog and cancellation metrics are operational, rather than accounting data, and should be used only as a general gauge to evaluate
performance. There is an inherent imprecision in these metrics based on an evaluation of qualitative factors during the transaction cycle.

Based on our impairment tests and consideration of the current and expected future market conditions, we recorded inventory impairment
charges of $51.0 million and $18.3 million and lot option abandonment charges of $0.9 million and $0.4 million during fiscal 2010 and the six
months ended March 31, 2011, respectively. During fiscal 2010 and the six months ended March 31, 2011, we also wrote down our investment
in certain of our joint ventures reflecting $24.3 million and $0.4 million, respectively, of impairments of inventory held within those ventures.
Future economic or financial developments, including general interest rate increases, poor performance in either the national economy or
individual local economies, or our ability to meet our projections could lead to future impairments.

Our home sales and operating revenues could decline due to macro-economic and other factors outside of our control, such as changes in
consumer confidence, declines in employment levels and increases in the quantity and decreases in the price of new homes and resale homes
in the market.

Changes in national and regional economic conditions, as well as local economic conditions where we conduct our operations and where
prospective purchasers of our homes live, may result in more caution on the part of homebuyers and, consequently, fewer home purchases.
These economic uncertainties involve, among other things, conditions of supply and demand in local markets and changes in consumer
confidence and income, employment levels, and government regulations. These risks and uncertainties could periodically have an adverse effect
on consumer demand for and the pricing of our homes, which could cause our operating revenues to decline. Additional reductions in our
revenues could, in turn, further negatively affect the market price of our securities.
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We are the subject of pending civil litigation which could require us to pay substantial damages or could otherwise have a material adverse
effect on us. The failure to fulfill our obligations under the Deferred Prosecution Agreement (the DPA ) with the United States Attorney (or
related agreements) and the consent order with the SEC could have a material adverse effect on our operations.

On July 1, 2009, we entered into the DPA with the United States Attorney for the Western District of North Carolina and a separate but related
agreement with the United States Department of Housing and Urban Development ( HUD ) and the Civil Division of the United States
Department of Justice (the HUD Agreement ). As of September 30, 2010, we have paid $5 million to HUD pursuant to the HUD Agreement.
Under the DPA, we are obligated to make payments to a restitution fund in an amount not to exceed $50 million. As of March 31, 2011, we had
been credited with making $16 million of such payments. Future payments to the restitution fund will be equal to 4% of adjusted EBITDA as
defined in the DPA for the first to occur of (x) a period of 60 months and (y) the total of all payments to the restitution fund equaling $50
million. In the event such payments do not equal at least $50 million at the end of 60 months then, under the HUD Agreement, the obligations to
make restitution payments will continue until the first to occur of (a) 24 months or (b) the date that $48 million has been paid into the restitution
fund. Our obligation to make such payments could limit our ability to invest in our business or make payments of principal or interest on our
outstanding debt. In addition, in the event we fail to comply with our obligations under the DPA or the HUD Agreement, various federal
authorities could bring criminal or civil charges against us which could be material to our consolidated financial position, results of operations
and liquidity.

We and certain of our current and former employees, officers and directors have been named as defendants in securities lawsuits and class action
lawsuits. In addition, certain of our subsidiaries have been named in class action and multi-party lawsuits regarding claims made by homebuyers.
While a number of these suits have been dismissed and/or settled, we cannot be assured that new claims by different plaintiffs will not be
brought in the future. We cannot predict or determine the timing or final outcome of the current lawsuits or the effect that any adverse
determinations in the lawsuits may have on us. An unfavorable determination in any of the lawsuits could result in the payment by us of
substantial monetary damages which may not be covered by insurance. Further, the legal costs associated with the lawsuits and the amount of
time required to be spent by management and the Board of Directors on these matters, even if we are ultimately successful, could have a material
adverse effect on our business, financial condition and results of operations. In addition to expenses incurred to defend the Company in these
matters, under Delaware law and our bylaws, we may have an obligation to indemnify our current and former officers and directors in relation to
these matters. We have obligations to advance legal fees and expenses to certain directors and officers, and we have advanced, and may continue
to advance, legal fees and expenses to certain other current and former employees.

In connection with the settlement agreement with the SEC entered into on September 24, 2008, we consented, without admitting or denying any
wrongdoing, to a cease and desist order requiring future compliance with certain provisions of the federal securities laws and regulations. If we
are found to be in violation of the order in the future, we may be subject to penalties and other adverse consequences as a result of the prior
actions which could be material to our consolidated financial position, results of operations and liquidity. Our insurance carriers may seek to
rescind or deny coverage with respect to certain of the pending lawsuits, or we may not have sufficient coverage under such policies. If the
insurance companies are successful in rescinding or denying coverage or if we do not have sufficient coverage under our policies, our business,
financial condition and results of operations could be materially adversely affected.

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

Our future success depends upon our ability to attract, train, assimilate and retain skilled personnel. If we are unable to retain our key employees
or attract, train, assimilate or retain other skilled personnel in the future, it could hinder our business strategy and impose additional costs of
identifying and training new individuals. Competition for qualified personnel in all of our operating markets is intense.
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Potential future downgrades of our credit ratings could adversely affect our access to capital and could otherwise have a material adverse
effect on us.

Over the past few years, the rating agencies had downgraded our corporate credit rating and ratings on our senior unsecured notes due to the
deterioration in our homebuilding operations, credit metrics, other earnings-based metrics and the significant decrease in our tangible net worth.
Although the rating agencies have increased these ratings recently, these ratings and our current credit condition affect, among other things, our
ability to access new capital, especially debt, and negative changes in these ratings may result in more stringent covenants and higher interest
rates under the terms of any new debt. Our credit ratings could be further lowered or rating agencies could issue adverse commentaries in the
future, which could have a material adverse effect on our business, results of operations, financial condition and liquidity. In particular, a
weakening of our financial condition, including a significant increase in our leverage or decrease in our profitability or cash flows, could
adversely affect our ability to obtain necessary funds, result in a credit rating downgrade or change in outlook, or otherwise increase our cost of
borrowing.

A substantial increase in mortgage interest rates or unavailability of mortgage financing may reduce consumer demand for our homes.

Substantially all purchasers of our homes finance their acquisition with mortgage financing. The U.S. residential mortgage market has been
further impacted by the deterioration in the credit quality of loans originated to non-prime and subprime borrowers and an increase in mortgage
foreclosure rates. These difficulties are not expected to improve until residential real estate inventories return to a more normal level and the
mortgage credit market stabilizes. While the ultimate outcome of recent events cannot be predicted, they have had and may continue to have an
impact on the availability and cost of mortgage financing to our customers. The volatility in interest rates, the decrease in the willingness and
ability of lenders to make home mortgage loans, the tightening of lending standards and the limitation of financing product options, have made it
more difficult for homebuyers to obtain acceptable financing. Any substantial increase in mortgage interest rates or unavailability of mortgage
financing would adversely affect the ability of prospective first-time and move-up homebuyers to obtain financing for our homes, as well as
adversely affect the ability of prospective move-up homebuyers to sell their current homes. This disruption in the credit markets and the
curtailed availability of mortgage financing has adversely affected, and is expected to continue to adversely affect, our business, financial
condition, results of operations and cash flows as compared to prior periods.

If we are unsuccessful in competing against our homebuilding competitors, our market share could decline or our growth could be impaired
and, as a result, our financial results could suffer.

Competition in the homebuilding industry is intense, and there are relatively low barriers to entry into our business. Increased competition could
hurt our business, as it could prevent us from acquiring attractive parcels of land on which to build homes or make such acquisitions more
expensive, hinder our market share expansion, and lead to pricing pressures on our homes that may adversely impact our margins and revenues.
If we are unable to successfully compete, our financial results could suffer and the value of, or our ability to service, our debt could be adversely
affected. Our competitors may independently develop land and construct housing units that are superior or substantially similar to our products.
Furthermore, some of our competitors have substantially greater financial resources and lower costs of funds than we do. Many of these
competitors also have longstanding relationships with subcontractors and suppliers in the markets in which we operate. We currently build in
several of the top markets in the nation and, therefore, we expect to continue to face additional competition from new entrants into our markets.

Our financial condition, results of operations and stockholders equity may be adversely affected by any decrease in the value of our
inventory, as well as by the associated carrying costs.

We regularly acquire land for replacement and expansion of land inventory within our existing and new markets. The risks inherent in
purchasing and developing land increase as consumer demand for housing decreases. The market value of land, building lots and housing
inventories can fluctuate significantly as a result
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of changing market conditions and the measures we employ to manage inventory risk may not be adequate to insulate our operations from a
severe drop in inventory values. When market conditions are such that land values are not appreciating, previously entered into option
agreements may become less desirable, at which time we may elect to forego deposits and preacquisition costs and terminate the agreements. In
fiscal 2010 and the six months ended March 31, 2011, we recorded $0.9 million and $0.4 million, respectively, of lot option abandonment
charges. During fiscal 2010, as a result of the further deterioration of the housing market, we determined that the carrying amount of certain of
our inventory assets exceeded their estimated fair value. As a result of our analysis, during fiscal 2010 and the six months ended March 31,
2011, we incurred $51.0 million and $18.3 million, respectively, of non-cash pre-tax charges related to inventory impairments. If these adverse
market conditions continue or worsen, we may have to incur additional inventory impairment charges which would adversely affect our financial
condition, results of operations and stockholders equity and our ability to comply with certain covenants in our debt instruments linked to
tangible net worth.

We conduct certain of our operations through unconsolidated joint ventures with independent third parties in which we do not have a
controlling interest and we can be adversely impacted by joint venture partners failure to fulfill their obligations.

We participate in land development joint ventures ( JVs ) in which we have less than a controlling interest. We have entered into JVs in order to
acquire attractive land positions, to manage our risk profile and to leverage our capital base. Our JVs are typically entered into with developers,
other homebuilders and financial partners to develop finished lots for sale to the joint venture s members and other third parties. As a result of the
continued deterioration of the housing market we have written down our investment in certain of our JVs reflecting impairments of inventory

held within those JVs. If these adverse market conditions continue or worsen, we may have to take further write downs of our investments in our
JVs.

Our joint venture investments are generally very illiquid both because we lack a controlling interest in the JVs and because most of our JVs are
structured to require super-majority or unanimous approval of the members to sell a substantial portion of the JV s assets or for a member to
receive a return of its invested capital. Our lack of a controlling interest also results in the risk that the JV will take actions that we disagree with,
or fail to take actions that we desire, including actions regarding the sale of the underlying property.

Our JVs typically obtain secured acquisition, development and construction financing. Generally, we and our joint venture partners have
provided varying levels of guarantees of debt or other obligations of our unconsolidated JVs. At March 31, 2011, these guarantees included, for
certain joint ventures, construction completion guarantees, loan-to-value maintenance agreements, repayment guarantees and environmental
indemnities. If all of the guarantees under these debt agreements were drawn upon or otherwise invoked, our obligations would total $17.9
million. In December 2010, three lenders to one of our unconsolidated JVs (in which we own a 2.58% interest) filed an involuntary bankruptcy
petition against the joint venture, which petition was subsequently granted by the bankruptcy court. As a result of this ruling, we expect the
lenders to attempt to enforce the repayment guarantee under the debt agreement for the JV.

We may not be able to utilize all of our deferred tax assets.

As of September 30, 2010 and March 31, 2011, we are in a cumulative loss position based on the guidance in Statement of Financial Accounting
Standards No. 109, Accounting for Income Taxes (ASC 740). Due to this cumulative loss position and the lack of sufficient objective evidence
regarding the realization of our deferred tax assets in the foreseeable future, we have recorded a valuation allowance for substantially all of our
deferred tax assets. Although we do expect the industry to recover from the current downturn to normal profit levels in the future, it may be
necessary for us to record additional valuation allowances in the future related to operating losses. Additional valuation allowances could
materially increase our income tax expense, and therefore adversely affect our results of operations and tangible net worth in the period in which
such valuation allowance is recorded.
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We could experience a reduction in home sales and revenues or reduced cash flows due to our inability to acquire land for our housing
developments if we are unable to obtain reasonably priced financing to support our homebuilding activities.

The homebuilding industry is capital intensive, and homebuilding requires significant up-front expenditures to acquire land and begin
development. Accordingly, we incur substantial indebtedness to finance our homebuilding activities. If internally generated funds are not
sufficient, we would seek additional capital in the form of equity or debt financing from a variety of potential sources, including additional bank
financing and/or securities offerings. The amount and types of indebtedness which we may incur are limited by the terms of our existing debt. In
addition, the availability of borrowed funds, especially for land acquisition and construction financing, may be greatly reduced nationally, and
the lending community may require increased amounts of equity to be invested in a project by borrowers in connection with both new loans and
the extension of existing loans. The credit and capital markets have recently experienced significant volatility. If we are required to seek
additional financing to fund our operations, continued volatility in these markets may restrict our flexibility to access such financing. If we are
not successful in obtaining sufficient capital to fund our planned capital and other expenditures, we may be unable to acquire land for our
housing developments. Additionally, if we cannot obtain additional financing to fund the purchase of land under our option contracts, we may
incur contractual penalties and fees.

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

Regulatory requirements could cause us to incur significant liabilities and operating expenses and could restrict our business activities. We are
subject to local, state and federal statutes and rules regulating, among other things, certain developmental matters, building and site design, and
matters concerning the protection of health and the environment. Our operating expenses may be increased by governmental regulations such as
building permit allocation ordinances and impact and other fees and taxes, which may be imposed to defray the cost of providing certain
governmental services and improvements. Other governmental regulations, such as building moratoriums and no growth or slow growth
initiatives, which may be adopted in communities which have developed rapidly, may cause delays in new home communities or otherwise
restrict our business activities resulting in reductions in our revenues. Any delay or refusal from government agencies to grant us necessary
licenses, permits and approvals could have an adverse effect on our operations.

We may incur additional operating expenses due to compliance programs or fines, penalties and remediation costs pertaining to
environmental regulations within our markets.

We are subject to a variety of local, state and federal statutes, ordinances, rules and regulations concerning the protection of health and the
environment. The particular environmental laws which apply to any given community vary greatly according to the community site, the site s
environmental conditions and the present and former use of the site. Environmental laws may result in delays, may cause us to implement time
consuming and expensive compliance programs and may prohibit or severely restrict development in certain environmentally sensitive regions
or areas. From time to time, the United States Environmental Protection Agency and similar federal or state agencies review homebuilders
compliance with environmental laws and may levy fines and penalties for failure to strictly comply with applicable environmental laws or
impose additional requirements for future compliance as a result of past failures. Any such actions taken with respect to us may increase our
costs. Further, we expect that increasingly stringent requirements will be imposed on homebuilders in the future. Environmental regulations can
also have an adverse impact on the availability and price of certain raw materials such as lumber. Our communities in California are especially
susceptible to restrictive government regulations and environmental laws.

We may be subject to significant potential liabilities as a result of construction defect, product liability and warranty claims made against us.

As a homebuilder, we have been, and continue to be, subject to construction defect, product liability and home warranty claims, including
moisture intrusion and related claims, arising in the ordinary course of business. These claims are common to the homebuilding industry and can
be costly.
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We and certain of our subsidiaries have been, and continue to be, named as defendants in various construction defect claims, product liability
claims, complaints and other legal actions that include claims related to Chinese drywall and moisture intrusion. As of March 31, 2011, our
warranty reserves include an estimate for the repair of less than 60 homes in Florida where certain of our subcontractors installed defective
Chinese drywall in homes that were delivered during our 2006 and 2007 fiscal years. As of March 31, 2011, we have completed repairs on
approximately 76% of these homes. We are inspecting additional homes in order to determine whether they also contain defective Chinese
drywall. The outcome of these inspections and other potential future inspections or an unexpected increase in repair costs may require us to
increase our warranty reserve in the future. However, the amount of additional liability, if any, is not reasonably estimable. Furthermore,
plaintiffs may in certain of these legal proceedings seek class action status with potential class sizes that vary from case to case. Class action
lawsuits can be costly to defend, and if we were to lose any certified class action suit, it could result in substantial liability for us.

With respect to certain general liability exposures, including construction defect claims, product liability claims and defective Chinese drywall
and related claims, interpretation of underlying current and future trends, assessment of claims and the related liability and reserve estimation
process is highly judgmental due to the complex nature of these exposures, with each exposure exhibiting unique circumstances. Furthermore,
once claims are asserted for construction defects, it can be difficult to determine the extent to which the assertion of these claims will expand
geographically. Although we have obtained insurance for construction defect claims subject to applicable self-insurance retentions, such policies
may not be available or adequate to cover liability for damages, the cost of repairs, and/or the expense of litigation surrounding current claims,
and future claims may arise out of events or circumstances not covered by insurance and not subject to effective indemnification agreements
with our subcontractors.

Our operating expenses could increase if we are required to pay higher insurance premiums or litigation costs for various claims, which
could cause our net income to decline.

The costs of insuring against construction defect, product liability and director and officer claims are substantial. Increasingly in recent years,
lawsuits (including class action lawsuits) have been filed against builders, asserting claims of personal injury and property damage. Our
insurance may not cover all of the claims, including personal injury claims, or such coverage may become prohibitively expensive. If we are not
able to obtain adequate insurance against these claims, we may experience losses that could reduce our net income and restrict our cash flow
available to service debt.

Historically, builders have recovered from subcontractors and their insurance carriers a significant portion of the construction defect liabilities
and costs of defense that the builders have incurred. Insurance coverage available to subcontractors for construction defects is becoming
increasingly expensive, and the scope of coverage is restricted. If we cannot effectively recover from our subcontractors or their carriers, we may
suffer greater losses which could decrease our net income.

A builder s ability to recover against any available insurance policy depends upon the continued solvency and financial strength of the insurance
carrier that issued the policy. Many of the states in which we build homes have lengthy statutes of limitations applicable to claims for
construction defects. To the extent that any carrier providing insurance coverage to us or our subcontractors becomes insolvent or experiences
financial difficulty in the future, we may be unable to recover on those policies, and our net income may decline.

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

We conduct our construction operations only as a general contractor. Virtually all construction work is performed by unaffiliated third-party
subcontractors. As a consequence, we depend on the continued availability of and satisfactory performance by these subcontractors for the
construction of our homes. There may not be sufficient availability of and satisfactory performance by these unaffiliated third-party
subcontractors in the markets in which we operate. In addition, inadequate subcontractor resources could have a material adverse effect on our
business.

15

Table of Contents 25



Edgar Filing: PARAGON TILE LLC - Form S-4/A

Table of Conten

We experience fluctuations and variability in our operating results on a quarterly basis and, as a result, our historical performance may not
be a meaningful indicator of future results.

Our operating results in a future quarter or quarters may fall below expectations of securities analysts or investors and, as a result, the market
value of our common stock will fluctuate. We historically have experienced, and expect to continue to experience, variability in home sales and
net earnings on a quarterly basis. As a result of such variability, our historical performance may not be a meaningful indicator of future results.
Our quarterly results of operations may continue to fluctuate in the future as a result of a variety of both national and local factors, including,
among others:

the timing of home closings and land sales;

our ability to continue to acquire additional land or secure option contracts to acquire land on acceptable terms;

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

raw material and labor shortages;

seasonal home buying patterns; and

other changes in operating expenses, including the cost of labor and raw materials, personnel and general economic conditions.
The occurrence of natural disasters could increase our operating expenses and reduce our revenues and cash flows.

The climates and geology of many of the states in which we operate, including California, Florida, Georgia, North Carolina, South Carolina,
Tennessee and Texas, present increased risks of natural disasters. To the extent that hurricanes, severe storms, earthquakes, droughts, floods,
wildfires or other natural disasters or similar events occur, our homes under construction or our building lots in such states could be damaged or
destroyed, which may result in losses exceeding our insurance coverage. Any of these events could increase our operating expenses, impair our
cash flows and reduce our revenues, which could, in turn, negatively affect the market price of our securities.

Future terrorist attacks against the United States or increased domestic or international instability could have an adverse effect on our
operations.

Adverse developments in the war on terrorism, future terrorist attacks against the United States, or any outbreak or escalation of hostilities
between the United States and any foreign power, including the armed conflicts in Iraq and Afghanistan, may cause disruption to the economy,
our Company, our employees and our customers, which could adversely affect our revenues, operating expenses, and financial condition.

Risks Related to the Notes and the Exchange

The indenture governing the notes and certain of our existing debt instruments impose significant restrictions and obligations on us that
could adversely affect our liquidity, limit our growth and make it more difficult for us to satisfy our debt obligations.

The indenture governing the notes and certain of our secured and unsecured indebtedness and revolving credit and letter of credit facilities
impose certain restrictions and obligations on us. Under certain of these instruments, we must comply with defined covenants which limit the
Company s ability to, among other things, incur additional indebtedness, engage in certain asset sales, make certain types of restricted payments,
engage in transactions with affiliates and create liens on assets of the Company. Failure to comply with certain of these covenants could result in
an event of default under the applicable instrument. Any such event of default could negatively impact other covenants or lead to cross-defaults
under certain of our other debt. There can be no assurance that we will be able to obtain any waivers or amendments that may become necessary
in the event of a future default situation without significant additional cost or at all.
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As of March 31, 2011, we had total outstanding indebtedness of approximately $1.3 billion, net of unamortized discount of approximately $25.2
million and unamortized accretion of $52.3 million. Our substantial indebtedness could have important consequences to us and the holders of
our securities, including, among other things:

causing us to be unable to satisfy our obligations under our debt agreements;

making us more vulnerable to adverse general economic and industry conditions;

making it difficult to fund future working capital, land purchases, acquisitions, share repurchases, general corporate purposes or other
purposes; and

causing us to be limited in our flexibility in planning for, or reacting to, changes in our business.
In addition, subject to restrictions in our existing debt instruments and the indenture governing the notes, we may incur additional indebtedness.
If new debt is added to our current debt levels, the related risks that we now face could intensify. Our growth plans and our ability to make
payments of principal or interest on, or to refinance, our indebtedness, will depend on our future operating performance and our ability to enter
into additional debt and/or equity financings. If we are unable to generate sufficient cash flows in the future to service our debt, we may be
required to refinance all or a portion of our existing debt, to sell assets or to obtain additional financing. We may not be able to do any of the
foregoing on terms acceptable to us, if at all.

Despite our substantial indebtedness, certain of our agreements permit us and our subsidiaries to incur significantly more debt. This could
intensify the risks described herein.

We and our subsidiaries may be able to incur substantial indebtedness in the future. Although the terms of certain of the agreements governing
our indebtedness contain restrictions on our ability to incur additional indebtedness, these restrictions are subject to a number of important
qualifications and exceptions, and the indebtedness incurred in compliance with these restrictions could be substantial. If new debt is added to
our current debt levels, the related risks that we now face could intensify.

We may not be able to generate sufficient cash to service all of our indebtedness, and may be forced to take other actions to satisfy our
obligations under our indebtedness that may not be successful.

Our ability to satisfy our debt obligations will depend upon, among other things: our future financial and operating performance, which will be
affected by prevailing economic conditions and financial, business, regulatory and other factors, many of which are beyond our control. In
addition, as of March 31, 2011, $920 million of our existing senior notes had a maturity date earlier than the maturity date of the notes, and we
will be required to repay or refinance such indebtedness prior to when the notes offered hereby come due.

We cannot assure you that our business will generate cash flow from operations in an amount sufficient to fund our liquidity needs. If our cash
flows and capital resources are insufficient to service our indebtedness, we may be forced to reduce or delay capital expenditures, sell assets,
seek additional capital or restructure or refinance our indebtedness, including the notes. These alternative measures may not be successful and
may not permit us to meet our scheduled debt service obligations. Our ability to restructure or refinance our debt will depend on the condition of
the capital markets and our financial condition at such time. Any refinancing of our debt could be at higher interest rates and may require us to
comply with more onerous covenants, which could further restrict our business operations. In addition, the terms of existing or future debt
agreements may restrict us from adopting some of these alternatives. In the absence of such operating results and resources, we could face
substantial liquidity problems and might be required to dispose of material assets or operations to meet our debt service and other obligations.
We may not be able to consummate those dispositions for fair market value or at all. Furthermore, any proceeds that we could realize from any
such dispositions may not be adequate to meet our debt service obligations then due.
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Repayment of our debt, including required principal and interest payments on the notes, is dependent in part on cash flow generated by our
subsidiaries.

Our subsidiaries own a significant portion of our assets and conduct a significant portion of our operations. Accordingly, repayment of our
indebtedness, including the notes, is dependent, to a significant extent, on the generation of cash flow by our subsidiaries and their ability to
make such cash available to us, by dividend, debt repayment or otherwise. Our subsidiaries may not be able to, or may not be permitted to, make
distributions to enable us to make payments in respect of our indebtedness, including the notes. Each subsidiary is a distinct legal entity with no
obligation to provide us with funds for our repayment obligations, and, under certain circumstances, legal and contractual restrictions may limit
our ability to obtain cash from our subsidiaries. In the event that we do not receive distributions from our subsidiaries, we may be unable to
make required principal and interest payments on our indebtedness, including the notes.

If we default on our obligations to pay our other indebtedness, we may not be able to make payments on the notes.

Any default under the agreements governing our indebtedness that is not waived by the required lenders, and the remedies sought by the holders
of such indebtedness, could leave us unable to pay principal, premium, if any, or interest on the notes and could substantially decrease the
market value of the notes. If we are unable to generate sufficient cash flow and are otherwise unable to obtain funds necessary to meet required
payments of principal, premium, if any, or interest on our indebtedness, or if we otherwise fail to comply with the various covenants, including
financial and operating covenants, in the instruments governing our indebtedness, we could be in default under the terms of the agreements
governing such indebtedness. In the event of such default, the holders of such indebtedness could elect to declare all the funds borrowed
thereunder to be due and payable, together with accrued and unpaid interest, the lenders under our revolving credit facility could elect to
terminate their commitments, cease making further letters of credit or loans available and institute foreclosure proceedings against our assets,
and we could be forced into bankruptcy or liquidation.

If our operating performance declines, we may in the future need to seek waivers from the required lenders under our revolving credit facility to
avoid being in default. If we breach our covenants under the revolving credit facility and seek a waiver, we may not be able to obtain a waiver
from the required lenders. If this occurs, we would be in default under our revolving credit facility, the lenders could exercise their rights as
described above, and we could be forced into bankruptcy or liquidation.

The notes and the guarantees are not secured by any of our assets and therefore are effectively subordinated to our existing and future
secured indebtedness.

The notes and the guarantees thereof are general unsecured obligations ranking effectively junior in right of payment to our and the guarantors
existing and future secured indebtedness to the extent of the collateral securing such indebtedness. As of March 31, 2011, we and the guarantors
had approximately $286.2 million of secured indebtedness. The indenture governing the notes permits the incurrence of additional indebtedness,
some of which may be secured. See Description of the Notes. In the event that we or a guarantor are declared bankrupt, become insolvent or are
liquidated or reorganized, creditors whose indebtedness is secured by our assets or assets of the applicable guarantor will be entitled to the
remedies available to secured holders under applicable laws, including the foreclosure of the collateral securing such indebtedness, before any
payment may be made with respect to the notes or the affected guarantees. As a result, there may be insufficient assets to pay amounts due on

the notes and holders of the notes may receive less, ratably, than holders of secured indebtedness.

The notes are structurally subordinated to all liabilities of our subsidiaries that are not guarantors.

The notes are structurally subordinated to indebtedness and other liabilities of our non-guarantor subsidiaries and joint ventures, and the claims
of creditors of these subsidiaries and joint ventures, including trade creditors, will have priority as to the assets of these subsidiaries and joint
ventures. In the event of a

18

Table of Contents 30



Edgar Filing: PARAGON TILE LLC - Form S-4/A

Table of Conten

bankruptcy, liquidation, reorganization or similar proceeding of any non-guarantor subsidiaries and joint ventures, these entities will pay the
holders of their debts, holders of preferred equity interests and their trade creditors before they will be able to distribute any of their assets to us.
As of March 31, 2011, our non-guarantor subsidiaries had liabilities (excluding intercompany liabilities) of $3.6 million. In addition, the
indenture governing the notes permits, subject to certain limitations, these subsidiaries and joint ventures to incur additional indebtedness and
will not contain any limitation on the amount of other liabilities, such as trade payables, that may be incurred by these entities. See note 16 to the
audited consolidated financial statements for the year ended September 30, 2010 and note 12 to the unaudited consolidated financial statements
for the fiscal quarter ended March 31, 2011, both of which are incorporated by reference in this prospectus, for financial information regarding
our non-guarantor subsidiaries.

The indenture governing the notes, our revolving credit facility and indentures governing our currently outstanding senior notes contain
significant operating and financial restrictions which may limit our and our subsidiary guarantors ability to operate our and their
businesses.

The indenture governing the notes, our revolving credit facility and the indentures governing our currently outstanding senior notes contain
significant operating and financial restrictions on us and our subsidiaries. These restrictions limit our and our subsidiaries ability to, among other
things (not all restrictions are included in each indenture, including the indenture governing the notes):

incur additional indebtedness or issue certain preferred shares;

create liens on certain assets to secure debt;

pay dividends or make other equity distributions;

purchase or redeem capital stock;

make certain investments; and

consolidate or merge.
These restrictions could limit our and our subsidiaries ability to finance our and their future operations or capital needs, make acquisitions or
pursue available business opportunities. In addition, our revolving credit facility requires us to maintain specified financial ratios and to satisfy
certain financial covenants. We may be required to take action to reduce our debt or act in a manner contrary to our business objectives to meet
these ratios and satisfy these covenants. Events beyond our control, including changes in economic and business conditions in the markets in
which we operate, may affect our ability to do so. We may not be able to meet these ratios or satisfy these covenants and we cannot assure you
that the lender under our revolving credit facility will waive any failure to do so. A breach of any of the covenants in, or our inability to maintain
the required financial ratios under, our debt could result in a default under such debt, which could lead to that debt becoming immediately due
and payable and, if such debt is secured, foreclosure on our assets that secure that obligation. A default under a debt instrument could, in turn,
result in default under other obligations and result in other creditors accelerating the payment of other obligations and foreclosing on assets
securing such debt, if any. Any such defaults could materially impair our financial conditions and liquidity.

Federal and state statutes allow courts, under specific circumstances, to void a guarantor s guarantee and require note holders to return
payments received in respect thereof.

If any guarantor becomes a debtor in a case under the U.S. Bankruptcy Code or encounters other financial difficulty, under federal or state
fraudulent transfer law, a court may void, subordinate or otherwise decline to enforce such guarantor s guarantee. A court might do so if it found
that when such guarantor issued the guarantee, or in some states when payments became due under the guarantee, the guarantors received less
than reasonably equivalent value or fair consideration and:
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was left with inadequate capital to conduct its business; or
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believed or reasonably should have believed that it would incur debts beyond its ability to pay.
The court might also void a guarantee, without regard to the above factors, if the court found that the applicable guarantor made its guarantee
with actual intent to hinder, delay or defraud its creditors.

A court would likely find that a guarantor did not receive reasonably equivalent value or fair consideration for its guarantee if such guarantor did
not substantially benefit directly or indirectly from the issuance of the notes. If a court were to void the issuance of the notes or any guarantee,
you may no longer have any claim directly against the applicable guarantor. Sufficient funds to repay the notes may not be available from other
sources, including the remaining obligors, if any. In addition, the court might direct you to repay any amounts that you already received from a
guarantor.

The measures of insolvency for purposes of these fraudulent transfer laws will vary depending upon the law applied in any proceeding to
determine whether a fraudulent transfer has occurred and upon the valuation assumptions and methodology applied by the court. Generally,
however, a guarantor would be considered insolvent if:

the sum of its debts, including contingent liabilities, was greater than the fair saleable value of all of its assets;

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

it could not pay its debts as they become due.
On the basis of historical financial information, recent operating history and other factors, we believe that each guarantor, after giving effect to
its guarantee and rights of contribution it has against other guarantors, is not insolvent, does not have unreasonably small capital for the business
in which it is engaged and has not incurred debts beyond its ability to pay such debts as they mature. We cannot assure you, however, as to what
standard a court would apply in making these determinations or that a court would agree with our conclusions in this regard. The guarantees
could be subject to the claim that, since the guarantees were incurred for our benefit, and only indirectly for the benefit of the other guarantors,
the obligations of the guarantors thereunder were incurred for less than reasonably equivalent value or fair consideration.

Certain of our subsidiaries will not be subject to the restrictive covenants in the indenture governing the notes.

Certain of our subsidiaries will not be subject to the restrictive covenants in the indenture governing the notes. This means that these entities will
be able to engage in many of the activities that we and our restricted subsidiaries are prohibited from doing, such as incurring substantial
additional debt, securing assets in priority to the claims of the holders of the notes, paying dividends, making investments, selling substantial
assets and entering into mergers or other business combinations. These actions could be detrimental to our ability to make payments of principal
and interest when due and to comply with our other obligations under the notes, and could reduce the amount of our assets that would be
available to satisfy your claims should we default on the notes. In addition, the initiation of bankruptcy or insolvency proceedings or the entering
of a judgment against these subsidiaries, or their default under their other credit arrangements, will not result in a cross-default on the notes.

We may not be able to repurchase the notes upon a change of control.

Upon the occurrence of certain specific kinds of change of control events, we will be required to offer to repurchase all outstanding notes at
101% of the principal amount thereof plus, without duplication, accrued and unpaid interest and additional interest, if any, to the date of
repurchase. However, it is possible that we will not have sufficient funds at the time of the change of control to make the required repurchase of
all notes delivered by holders seeking to exercise their repurchase rights, particularly as that change of control may trigger a similar
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repurchase requirement for, or result in an event of default under or the acceleration of, other indebtedness, or that restrictions in our revolving
credit facility will not allow such repurchases. Any failure by us to repurchase the notes upon a change of control would result in an event of
default under the indenture and may also constitute a cross-default on other indebtedness existing at that time. In addition, certain important
corporate events, such as leveraged recapitalizations that would increase the level of our indebtedness, would not constitute a Change of Control
under the indenture. See Description of the Notes Certain Covenants Change of Control.

An active trading market may not develop for the new notes.

The new notes are a new issue of securities and will not be fungible with any series of our existing notes. There is no established public trading
market for the notes, and an active trading market may not develop. We do not intend to apply for the notes to be listed on any securities
exchange. As a result, there may be limited liquidity of any trading market that does develop for the notes. In addition, the liquidity of the
trading market in the notes and the market prices quoted for the notes may be adversely affected by changes in the overall market for this type of
security and by changes in our financial performance or prospects or in the prospects for companies in our industry generally. As a consequence,
an active trading market may not develop for the notes, holders of notes may not be able to sell their notes, or, even if they can sell their notes,
they may not be able to sell them at an acceptable price.

If you fail to exchange your original notes, you will face restrictions that will make the sale or transfer of your original notes more difficult.

If you do not exchange your original notes for new notes in the exchange offer, you will continue to be subject to the restrictions on transfer of
your original notes described in the legend on your original notes. In general, you may only offer or sell the original notes if they are registered
under the Securities Act and applicable state securities laws, or offered and sold under an exemption from those requirements. To the extent
other original notes are tendered and accepted in the exchange offer and you elect not to exchange your original notes, the trading market, if any,
for your original notes would be adversely affected because your original notes will be less liquid than the new notes. See The Exchange Offer
Consequences of Failure to Exchange.

Some holders that exchange their original notes may be required to comply with registration and prospectus delivery requirements in
connection with the sale or transfer of their new notes.

If you exchange your original notes in the exchange offer for the purpose of participating in a distribution of the new notes, you may be deemed
to have received restricted securities and, if so, will be required to comply with the registration and prospectus delivery requirements of the
Securities Act in connection with any resale transaction. If you are required to comply with the registration and prospectus delivery
requirements, then you may face additional burdens on the transfer of your notes and could incur liability for failure to comply with applicable
requirements.
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FORWARD-LOOKING STATEMENTS

This prospectus (including the documents incorporated by reference herein) includes forward-looking statements. These forward-looking

statements represent our expectations or beliefs concerning future events, and it is possible that the results described in this prospectus (including

the documents incorporated by reference herein) will not be achieved. These forward-looking statements can generally be identified by the use

of statements that include words such as estimate, project, believe, expect, anticipate, intend, plan, foresee, likely, will, goal
similar words or phrases. All forward-looking statements are based upon information available to us on the date of this prospectus.

These forward-looking statements are subject to risks, uncertainties and other factors, many of which are outside of our control, that could cause

actual results to differ materially from the results discussed in the forward-looking statements, including, among other things, the risks discussed

in the section captioned Risk Factors above and in the information included in our annual report on Form 10-K for the fiscal year ended

September 30, 2010 in the section therein and in our quarterly report on Form 10-Q for the fiscal quarter ended March 31, 2011 captioned
Management s Discussion and Analysis of Financial Condition and Results of Operations incorporated herein by reference. These factors are not

intended to be an all-encompassing list of risks and uncertainties that may affect the operations, performance, development and results of our

business, but instead are the risks that we currently perceive as potentially being material. Such factors may include:

the final outcome of various putative class action lawsuits, multi-party suits and similar proceedings as well as the results of any
other litigation or government proceedings and fulfillment of the obligations in the Deferred Prosecution Agreement and consent
orders with governmental authorities and other settlement agreements;

additional asset impairment charges or writedowns;

economic changes nationally or in local markets, including changes in consumer confidence, declines in employment levels,
volatility of mortgage interest rates and inflation;

the effect of changes in lending guidelines and regulations and the uncertain availability of mortgage financing;

a slower economic rebound than anticipated, coupled with persistently high unemployment and additional foreclosures;

continued or increased downturn in the homebuilding industry;

estimates related to homes to be delivered in the future (backlog) are imprecise as they are subject to various cancellation risks which
cannot be fully controlled;

our cost of and ability to access capital and otherwise meet our ongoing liquidity needs including the impact of any downgrades of
our credit ratings or reductions in our tangible net worth or liquidity levels;

potential inability to comply with covenants in our debt agreements or satisfy such obligations through repayment or refinancing;

increased competition or delays in reacting to changing consumer preference in home design;
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shortages of or increased prices for labor, land or raw materials used in housing production;

factors affecting margins such as decreased land values underlying lot option agreements, increased land development costs on
communities under development or delays or difficulties in implementing initiatives to reduce production and overhead cost
structure;

the performance of our joint ventures and our joint venture partners;

the impact of construction defect and home warranty claims including those related to possible installation of drywall imported from
China;

the cost and availability of insurance and surety bonds;

delays in land development or home construction resulting from adverse weather conditions;
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potential delays or increased costs in obtaining necessary permits and possible penalties for failure to comply with laws, regulations
and governmental policies;

potential exposure related to additional repurchase claims on mortgages and loans originated by Beazer Mortgage Corporation;
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