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Item 2.02. Results of Operations and Financial Condition

On November 12, 2012, Beazer Homes USA, Inc. issued a press release and held a conference call announcing results of operations for the fiscal years
months ended September 30, 2012. A copy of the press release is attached hereto as exhibit 99.1.

Item 5.02. Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers;
Compensatory Arrangements of Certain Officers.

Fiscal Year 2013 Executive Long-Term Incentive Compensation Plan

On November 8, 2012, the Compensation Committee of the Board of Directors (the “Committee”) of Beazer Homes USA, Inc. (the “Company”) approved a
long-term performance cash incentive plan (the “Cash Plan”) as a substitute for a portion of the Company's long-term equity-based incentive plan. The
Company's three named executive officers (“NEOs”), Allan P. Merrill, President and Chief Executive Officer, Robert L. Salomon, Executive Vice President
and Chief Financial Officer, and Kenneth F. Khoury, Executive Vice President, General Counsel and Chief Administrative Officer, and certain other senior
corporate officers are participants in the Cash Plan. In recent years, equity grants made up all or substantially all of the long-term incentive compensation
opportunity for the NEOs. For fiscal year 2013, the Committee determined that it would be beneficial to use remaining shares available for issuance under the
Company's 2010 Equity Incentive Plan primarily for eligible employees other than NEOs, in amounts sufficient to make meaningful grants for fiscal years
2013 and 2014. As a result, a number of equity awards were shifted away from the NEOs. The Committee determined to make up the shortfall in long-term
incentive compensation for NEOs, which remains targeted at the bottom quartile of peer companies, through implementation of performance-based cash
awards under the Cash Plan. In order to emphasize the strategic priority of returning the Company to profitability at the earliest time, the Cash Plan is
designed to incent growth in revenue and gross margin, which the Committee believes is crucial to returning the Company to profitability, measured at the
end of a three-year period.

Accordingly, for fiscal year 2013, the long-term incentive compensation opportunity for NEOs is made up of stock options, performance shares and
performance cash under the Cash Plan. The terms of such stock options and performance shares are similar to the equivalent awards for fiscal year 2012 in all
material respects although the number of shares awarded is less than for fiscal year 2012. Under the Cash Plan, NEOs can earn cash awards based on the
three-year improvement in gross margin dollars (as defined in the Cash Plan). The three year increase in gross margin dollars is the excess of gross margin
dollars for fiscal year 2015 over the gross margin dollars for the base year (fiscal year 2012). The payout percentage will equal the percentage increase in
gross margin dollars at the end of fiscal year 2015 over fiscal year 2012 with a threshold required to receive any payment set at a 69.6% increase. Target
compensation (as described below) will be earned if the Company achieves a 100% increase in gross margin dollars and the maximum award is set at an
increase of 216.7%. The payout percentage achieved will be multiplied by the target compensation under the Cash Plan, which for Mr. Merrill is 100% of his
$900,000 base salary and for Messrs. Salomon and Khoury 75% of their $450,000 base salaries.

Fiscal Year 2013 Executive Annual Incentive Compensation Plan

The Committee also established performance target levels under the annual bonus plan for NEOs for fiscal year 2013 (the “2013 Bonus Plan”), which is
substantially similar to the annual bonus plan for fiscal year 2012 that is described in the Company's definitive proxy statement on Schedule 14A dated
December 22, 2011. Under the 2013 Bonus Plan, 75% of the opportunity continues to be based on achievement of certain target earnings before interest,
taxes, depreciation and amortization, after certain adjustments. Under the 2013 Bonus Plan, the remaining 25% of the opportunity is earned if certain safety,
construction quality, customer satisfaction and sales goals are achieved. Threshold, target and maximum opportunities for our NEOs as a percentage of base
salary are as follows: Mr. Merrill (50%/100%/150%) and Messrs. Salomon and Khoury (45%/90%/135%).

Item 7.01. Regulation FD Disclosure

On November 13, 2012 Beazer Homes USA Inc. (the “Company”) determined that an inadvertent disclosure of material non-public information had occurred
the prior day.  In a call with a securities analyst after the Company's earnings conference call, a representative of the Company unintentionally disclosed that
sales in October 2012 were up approximately 20% year over year. In the same conversation, the Company representative confirmed disclosure from the
Company's conference call, namely that management does not expect to generate meaningful growth in new home orders for fiscal year 2013.

This Form 8-K is being furnished solely to satisfy the requirements of Regulation FD in light of the inadvertent disclosure. The Company does not intend to
update this information or release similar information in the future.



The information under Item 7.01 of this Current Report on Form 8-K is being furnished and shall not be deemed “filed” for the purposes of Section 18 of the
Securities Exchange Act of 1934, as amended, or otherwise subject to the liabilities of that Section. The information under Item 7.01 in this Current Report on
Form 8-K will not be incorporated by reference into any registration statement or other document filed by the Company under the Securities Act of 1933, as
amended, unless specifically identified therein as being incorporated by reference.

Item 8.01. Other Events

A copy of the conference call transcript is furnished hereto as exhibit 99.2.

The information under Item 8.01 of this Current Report on Form 8-K is being furnished and shall not be deemed “filed” for the purposes of Section 18 of the
Securities Exchange Act of 1934, as amended, or otherwise subject to the liabilities of that Section. The information under Item 8.01 in this Current Report on
Form 8-K will not be incorporated by reference into any registration statement or other document filed by the Company under the Securities Act of 1933, as
amended, unless specifically identified therein as being incorporated by reference.

Item 9.01. Financial Statements and Exhibits

(d) Exhibits

99.1 Earnings Press Release dated November 12, 2012
99.2 Transcript of Earnings Conference Call held November 12, 2012
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Exhibit 99.1

PRESS RELEASE

Beazer Homes Reports Fourth Quarter and Full Year Fiscal 2012 Results

ATLANTA, November 12, 2012 - Beazer Homes USA, Inc. (NYSE: BZH) (www.beazer.com) today announced its financial results for the
quarter and fiscal year ended September 30, 2012.

“I'm pleased with the significant progress we made in 2012 strengthening both our business and our balance sheet,” said Allan Merrill,
President and Chief Executive Officer of Beazer Homes. “Operationally, we generated significant growth in orders, closings and backlog, while
seeing improving trends in gross margins. From a balance sheet perspective, we added liquidity, improved our book value, extended debt
maturities and reduced interest expense."

"In 2013, we expect to meaningfully improve our EBITDA, primarily by achieving margin expansion and further improvement in our sales per
community metrics. While our community count will likely decrease for much of the year, we are actively investing in a substantial number of
new communities, which we expect to deliver closings starting in fiscal year 2014.”

Summary results of the fiscal year and quarter are as follows (all per share amounts are calculated after giving effect to a 1-for-5 reverse stock
split completed subsequent to September 30, 2012):

Full Year Results from Continuing Operations (unless otherwise specified)

  Year Ended September 30,

  2012  2011  Change

New Home Orders  4,901  3,927  24.8 %
Average community count  178  179  (0.6)%
Orders per month per community  2.3  1.8  27.8 %
Cancellation rates  27.2%  27.0%  20 bps

Total Home Closings  4,428  3,249  36.3 %
Average sales price from closings (in thousands)  $ 224.9  $ 219.4  2.5 %
Homebuilding revenue (in millions)  $ 996.1  $ 712.7  39.8 %
Homebuilding gross profit margin, excluding impairments and
abandonments  11.6%  10.7%  90 bps
Homebuilding gross profit margin, excluding impairments,
abandonments and interest amortized to cost of sales  17.7%  17.2%  50 bps

Net loss from continuing operations (in millions)  $ (135.6)  $ (200.2)  $ 64.6
Per Share  $ (7.34)  $ (13.53)  $ 6.19
Loss on debt extinguishment (in millions)  $ (45.1)  $ (2.9)  $ (42.2)
Inventory impairments (in millions)  $ (12.2)  $ (32.5)  $ 20.3
Net (loss) income from continuing operations excluding loss on debt
extinguishment and inventory impairments (in millions)  $ (78.3)  $ (164.8)  $ 86.5

Land and land development spending (in millions)  $ 185.5  $ 221.6  $ (36.1)
Adjusted EBITDA (in millions)  $ 21.8  $ (24.9)  $ 46.7



Q4 Results from Continuing Operations (unless otherwise specified)

  Quarter Ended September 30,

  2012  2011  Change

New Home Orders  1,110  1,006  10.3 %
Average community count  163  184  (11.4)%
Orders per month per community  2.3  1.8  27.8 %
Cancellation rates  31.1%  34.2%  -310 bps

Total Home Closings  1,608  1,376  16.9 %
Average sales price from closings (in thousands)  $ 228.6  $ 228.1  0.2 %
Homebuilding revenue (in millions)  $ 367.5  $ 313.8  17.1 %
Homebuilding gross profit margin, excluding impairments and abandonments  11.8%  9.9%  190 bps
Homebuilding gross profit margin, excluding impairments, abandonments and interest
amortized to cost of sales  17.2%  16.3%  90 bps

Net loss from continuing operations (in millions)  $ (60.4)  $ (42.4)  $ (18.0)
Per Share  $ (2.57)  $ (2.86)  $ 0.29
Loss on debt extinguishment (in millions)  $ (42.4)  $ —  $ (42.4)
Inventory impairments (in millions)  $ (1.7)  $ (7.1)  $ 5.4
Net (loss) income from continuing operations excluding loss on debt extinguishment
and inventory impairments (in millions)  $ (16.3)  $ (35.3)  $ 19.0

Land and land development spending (in millions)  $ 45.0  $ 43.6  $ 1.4
Adjusted EBITDA (in millions)  $ 15.1  $ 8.9  $ 6.2

As of September 30, 2012

• Total cash and cash equivalents: $741.1 million, including unrestricted cash of approximately $487.8 million
• Stockholders' equity: $262.2 million, not including $9.4 million of mandatory convertible subordinated notes, which automatically

convert to common stock at maturity in 2013
• Total backlog from continuing operations: 1,923 homes with a sales value of $479.1 million, compared to 1,450 homes with a sales

value of $334.5 million as of September 30, 2011
• Land and lots controlled: 24,147 lots (82.6% owned), a decrease of 9.5% from September 30, 2011

Capital Markets Activity

During the quarter ended September 30, 2012, we engaged in several capital raising transactions designed to further strengthen our balance
sheet and position us to better participate in the emerging housing recovery. During July, we completed underwritten public offerings of 4.4
million (split-adjusted) shares of Beazer common stock at $14.50 per share, totaling $63.8 million, 4.6 million 7.50% tangible equity units,
totaling $115.0 million, and a private placement of $300 million of 6.625% senior secured notes due 2018, generating approximately $466
million of proceeds, net of the offering fees and expenses. A portion of these proceeds were used to fund the redemption of our $250 million
12% senior secured notes due 2017 and to repurchase $15 million of our 9 1/8% senior unsecured notes due 2019. The remaining funds will be
used to expand our new home community count in targeted markets and for general corporate purposes. The capital market transactions
completed in fiscal 2012 are expected to reduce the Company's annual interest expense obligation by approximately $15 million.

Also, while we believe we possess sufficient liquidity to participate in a housing recovery, we are mindful of potential short-term, or seasonal,
requirements for enhanced liquidity that may arise. Therefore, during September, we entered into a $150 million, three-year amended and
restated senior revolving credit facility, further strengthening our available liquidity.



Finally, subsequent to September 30, 2012, we announced the effectiveness of a 1-for-5 reverse split of our common stock. Shares of Beazer
Homes' common stock began trading on a split-adjusted basis on October 12, 2012.

Conference Call

The Company will hold a conference call on November 12, 2012 at 11:00 am ET to discuss these results. Interested parties may listen to the
conference call and view the Company's slide presentation over the Internet by visiting the “Investor Relations” section of the Company's
website at www.beazer.com. To access the conference call by telephone, listeners should dial 800-619-8639 (for international callers, dial 312-
470-7002). To be admitted to the call, verbally supply the passcode "BZH". A replay of the call will be available shortly after the conclusion of
the live call. To directly access the replay, dial 866-495-9351 or 203-369-1779 and enter the passcode “3740” (available until 11:00 pm ET on
November 19, 2012 ), or visit www.beazer.com. A replay of the webcast will be available at www.beazer.com for approximately 30 days.

Beazer Homes USA Inc., headquartered in Atlanta, Georgia, is one of the ten largest single-family homebuilders in the United States. The Company's
industry-leading high performance homes are designed to lower the total cost of home ownership while reducing energy and water consumption. With
award-winning floor-plans, the Company offers homes that incorporate exceptional value and quality to consumers in 16 states, including Arizona,
California, Delaware, Florida, Georgia, Indiana, Maryland, Nevada, New Jersey, New York, North Carolina, Pennsylvania, South Carolina, Tennessee,
Texas, and Virginia. Beazer Homes is listed on the New York Stock Exchange and trades under the ticker symbol “BZH.”
For more information, please visit Beazer.com or check out Beazer on Facebook and Twitter.
 

Forward Looking Statements
This press release contains 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 press release will not be achieved. 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, (i) economic changes nationally or in local
markets, including changes in consumer confidence, declines in employment levels, inflation and increases in the quantity and decrease in the
price of new homes and resale homes in the market; (ii) a slower economic rebound than anticipated, coupled with persistently high
unemployment and additional foreclosures; (iii) 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; (iv) a substantial increase in mortgage interest rates, increased
disruption in the availability of mortgage financing or a change in tax laws regarding the deductibility of mortgage interest; (v) 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; (vi) 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; (vii) 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; (viii) our ability to comply with covenants in
our debt agreements or satisfy such obligations through repayment or refinancing; (ix) estimates related to the potential recoverability of our
deferred tax assets; (x) increased competition or delays in reacting to changing consumer preference in home design; (xi) shortages of or
increased prices for labor, land or raw materials used in housing production; (xii) additional asset impairment charges or writedowns; (xiii)
the impact of construction defect and home warranty claims; (xiv) the cost and availability of insurance and surety bonds; (xv) delays in land
development or home construction resulting from adverse weather conditions; (xvi) potential delays or increased costs in obtaining necessary
permits and possible penalties for failure to comply with laws, regulations and governmental policies; (xvii) the performance of our joint
ventures and our joint venture partners; (xviii) potential exposure related to additional repurchase claims on mortgages and loans originated
by Beazer Mortgage Corp.; (xix) effects of changes in accounting policies, standards, guidelines or principles; or (xx) terrorist acts, acts of war
and other factors over which the Company



has little or no control.

Any forward-looking statement speaks only as of the date on which such statement is made, and, except as required by law, we do not undertake
any obligation to update or revise any forward-looking statement, whether as a result of new information, future events or otherwise. New
factors emerge from time to time and it is not possible for management to predict all such factors.

CONTACT: Beazer Homes USA, Inc.
Carey Phelps
Director, Investor Relations & Corporate Communications
770-829-3700
investor.relations@beazer.com

-Tables Follow-    



 BEAZER HOMES USA, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share data)

 Three Months Ended  Fiscal Year Ended

 September 30,  September 30,

 2012  2011  2012  2011

Total revenue $ 370,931  $ 334,908  $ 1,005,677  $ 742,405
Home construction and land sales expenses 327,815  303,438  888,379  661,851
Inventory impairments and option contract abandonments 1,718  7,128  12,210  32,459
Gross profit 41,398  24,342  105,088  48,095
Commissions 16,063  14,645  43,585  32,711
General and administrative expenses 27,671  30,234  110,051  137,376
Depreciation and amortization 4,174  3,626  13,510  10,253
Operating loss (6,510)  (24,163)  (62,058)  (132,245)
Equity in income (loss) of unconsolidated entities 329  188  304  560
Loss on extinguishment of debt (42,350)  —  (45,097)  (2,909)
Other expense, net (15,777)  (15,608)  (69,119)  (62,224)
Loss from continuing operations before income taxes (64,308)  (39,583)  (175,970)  (196,818)
(Benefit from) provision for income taxes (3,909)  2,796  (40,347)  3,366
Loss from continuing operations (60,399)  (42,379)  (135,623)  (200,184)
Loss from discontinued operations, net of tax (5,834)  (797)  (9,703)  (4,675)

Net loss $ (66,233)  $ (43,176)  $ (145,326)  $ (204,859)

Weighted average number of shares:        
Basic and Diluted 23,528  14,830  18,474  14,797

Basic and diluted loss per share:        
Continuing Operations $ (2.57)  $ (2.86)  $ (7.34)  $ (13.53)
Discontinued operations $ (0.25)  $ (0.05)  $ (0.53)  $ (0.31)
Total $ (2.82)  $ (2.91)  $ (7.87)  $ (13.84)

 

 Three Months Ended  Fiscal Year Ended

 September 30,  September 30,

 2012  2011  2012  2011

Capitalized interest in inventory, beginning of period $ 45,373  $ 51,230  $ 45,973  $ 36,884
Interest incurred 28,968  32,643  124,918  130,818
Capitalized interest impaired —  (118)  (275)  (1,907)
Interest expense not qualified for capitalization and included as other expense (16,327)  (17,752)  (71,474)  (73,440)
Capitalized interest amortized to house construction and land sales expenses (19,824)  (20,030)  (60,952)  (46,382)

Capitalized interest in inventory, end of period $ 38,190  $ 45,973  $ 38,190  $ 45,973



BEAZER HOMES USA, INC.
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands, except share and per share data)

  September 30, 2012  September 30, 2011

ASSETS     
Cash and cash equivalents  $ 487,795  $ 370,403
Restricted cash  253,260  277,058
Accounts receivable (net of allowance of $2,235 and $3,872, respectively)  24,599  28,303
Income tax receivable  6,372  4,823
Inventory     

Owned inventory  1,099,132  1,192,380
Land not owned under option agreements  12,420  11,753

Total inventory  1,111,552  1,204,133
Investments in unconsolidated entities  42,078  9,467
Deferred tax assets, net  6,848  2,760
Property, plant and equipment, net  18,974  22,613
Previously owned rental homes, net  —  11,347
Other assets  30,740  46,570

Total assets  $ 1,982,218  $ 1,977,477

LIABILITIES AND STOCKHOLDERS’ EQUITY     
Trade accounts payable  $ 69,268  $ 72,695
Other liabilities  147,718  212,187
Obligations related to land not owned under option agreements  4,787  5,389
Total debt (net of discounts of $3,082 and $23,243, respectively)  1,498,198  1,488,826

Total liabilities  $ 1,719,971  $ 1,779,097

Stockholders’ equity:     
Preferred stock (par value $.01 per share, 5,000,000 shares authorized, no shares issued)  $ —  $ —
Common stock (par value $0.001 per share, 100,000,000 shares authorized, 24,601,830 and 15,117,679 issued and
outstanding, respectively)  25  15
Paid-in capital  833,994  624,811
Accumulated deficit  (571,772)  (426,446)
Total stockholders’ equity  262,247  198,380

Total liabilities and stockholders’ equity  $ 1,982,218  $ 1,977,477

Inventory Breakdown     
Homes under construction  $ 251,828  $ 277,331
Development projects in progress  391,019  424,055
Land held for future development  367,102  384,761
Land held for sale  10,149  12,837
Capitalized interest  38,190  45,973
Model homes  40,844  47,423
Land not owned under option agreements  12,420  11,753

Total inventory  $ 1,111,552  $ 1,204,133

 
BEAZER HOMES USA, INC.



CONSOLIDATED OPERATING AND FINANCIAL DATA – CONTINUING OPERATIONS

  Quarter Ended September 30,  
Fiscal Year Ended September

30,

SELECTED OPERATING DATA  2012  2011  2012  2011

Closings:         
West region  689  445  1,883  1,115
East region  522  584  1,506  1,316
Southeast region  397  347  1,039  818
Continuing Operations  1,608  1,376  4,428  3,249
Discontinued Operations  —  28  19  101

Total closings  1,608  1,404  4,447  3,350

         
New orders, net of cancellations:         

West region  464  378  2,152  1,416
East region  378  385  1,615  1,588
Southeast region  268  243  1,134  923
Continuing Operations  1,110  1,006  4,901  3,927
Discontinued Operations  —  17  2  94

Total new orders  1,110  1,023  4,903  4,021

         
Backlog units at end of period:         

West region  839  570  839  570
East region  747  638  747  638
Southeast region  337  242  337  242
Continuing Operations  1,923  1,450  1,923  1,450
Discontinued Operations  —  17  —  17

Total backlog units  1,923  1,467  1,923  1,467

Dollar value of backlog at end of period (in millions)  $ 479.1  $ 338.3  $ 479.1  $ 338.3

         
Homebuilding Revenue (in thousands):         

West region  $ 141,124  $ 89,548  $ 386,544  $ 218,433
East region  146,295  157,299  401,814  339,666
Southeast region  80,100  66,988  207,701  154,623

Total homebuilding revenue  $ 367,519  $ 313,835  $ 996,059  $ 712,722

 
 



BEAZER HOMES USA, INC.
CONSOLIDATED OPERATING AND FINANCIAL DATA – CONTINUING OPERATIONS

(Dollars in thousands)

  Quarter Ended September 30,  Fiscal Year Ended September 30,

SUPPLEMENTAL FINANCIAL DATA  2012  2011  2012  2011

Revenues:         
Homebuilding  $ 367,519  $ 313,835  $ 996,059  $ 712,722
Land sales and other  3,412  21,073  9,618  29,683

Total  $ 370,931  $ 334,908  $ 1,005,677  $ 742,405

         
Gross profit:         
Homebuilding  $ 41,630  $ 23,869  $ 103,105  $ 43,996
Land sales and other  (232)  473  1,983  4,099

Total  $ 41,398  $ 24,342  $ 105,088  $ 48,095

Reconciliation of homebuilding gross profit before impairments and abandonments and interest amortized to cost of sales and the related gross margins to
homebuilding gross profit and gross margin, the most directly comparable GAAP measure, is provided for each period discussed below:

 Quarter Ended September 30,  Fiscal Year Ended September 30,

 2012  2011  2012  2011

Homebuilding gross profit $ 41,630 11.3%  $ 23,869 7.6%  $ 103,105 10.4%  $ 43,996 6.2%
Inventory impairments and lot option
abandonments (I&A) 1,718   7,128   12,210   32,459  

Homebuilding gross profit before I&A 43,348 11.8%  30,997 9.9%  115,315 11.6%  76,455 10.7%
Interest amortized to cost of sales 19,824   20,030   60,952   46,382  

Homebuilding gross profit before I&A and
interest amortized to cost of sales $ 63,172 17.2%  $ 51,027 16.3%  $ 176,267 17.7%  $ 122,837 17.2%

Reconciliation of Adjusted EBITDA (earnings before interest, taxes, depreciation, amortization, loss on debt extinguishment and impairments) to net income
(loss), the most directly comparable GAAP measure, is provided for each period discussed below. Management believes that Adjusted EBITDA assists
investors in understanding and comparing the operating characteristics of homebuilding activities by eliminating many of the differences in companies'
respective capitalization, tax position and level of impairments.
 



  Quarter Ended September 30,  Fiscal Year Ended September 30,

  2012  2011  2012  2011

Net loss  $ (66,233)  $ (43,176)  $ (145,326)  $ (204,859)
(Benefit) provision from Income Taxes  (3,901)  2,850  (40,747)  3,429
Interest amortized to home construction and land sales expenses, capitalized
interest impaired, and interest expense not qualified for capitalization  36,151  37,900  132,701  121,729
Depreciation and amortization and stock compensation amortization  4,991  4,246  17,573  17,878
Inventory impairments and option contract abandonments  1,718  7,102  12,514  33,458
Loss on debt extinguishment  42,350  —  45,097  2,909
Joint venture impairment and abandonment charges  —  7  36  594

Adjusted EBITDA  $ 15,076  $ 8,929  $ 21,848  $ (24,862)
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THOMSON REUTERS STREETEVENTS

EDITED TRANSCRIPT
BZH - Q4 2012 Beazer Homes USA Inc. Earnings Conference Call

 

EVENT DATE/TIME: NOVEMBER 12, 2012 / 04:00PM GMT

OVERVIEW:
BZH reported 4Q12 net loss per share, excluding certain items, of $0.69.
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CORPORATE PARTICIPANTS
Carey Phelps Beazer Homes USA, Inc. - Director, IR & Corporate Communications
Allan Merrill Beazer Homes USA, Inc. - President & CEO
Bob Salomon Beazer Homes USA, Inc. - EVP, CFO & CAO

CONFERENCE CALL PARTICIPANTS
David Goldberg UBS - Analyst
Alan Ratner Zelman & Associates - Analyst
Michael Rehaut JPMorgan Chase - Analyst
Dan Oppenheim Credit Suisse - Analyst
Joel Locker FBN Securities - Analyst
Alex Baron Housing Research Center - Analyst

PRESENTATION

Operator

Good morning and welcome to the Beazer Homes earnings conference call for the fourth quarter and fiscal year ended September 30, 2012. This conference is being recorded and will be hosted by
Allan Merrill, the Company's Chief Executive Officer. Joining him on the call today will be Bob Salomon, the Company's Chief Financial Officer.

Before he begins, Carey Phelps, Director of Investor Relations, will give instructions on accessing the Company's slide presentation over the Internet and will make comments regarding forward-
looking information.

Carey Phelps - Beazer Homes USA, Inc. - Director, IR & Corporate Communications

Thank you. Good morning and welcome to the Beazer Homes conference call discussing our results for the fiscal year and quarter ended September 30, 2012. During this call, we will webcast a
synchronized presentation, which can be found on the investor page of Beazer.com.

Before we begin, you should be aware that, during this call, we will be making forward-looking statements. Such statements involve known and unknown risks, uncertainties and other factors that
may cause actual results to differ materially. Such risks, uncertainties and other factors are described in our SEC filings, including our Annual Report on Form 10-K.

Any forward-looking statement speaks only as of the date on which such statement is made and except as required by law, we do not undertake any obligation to update or revise any forward-
looking statements whether as a result of new information, future events or otherwise. New factors emerge from time to time and it is not possible for management to predict all such factors.

Joining me today are Allan Merrill, our President and Chief Executive Officer and Bob Salomon, our Executive Vice President and Chief Financial Officer. Following their prepared remarks, we
will take questions in the time remaining. I will now turn the call over to Allan.

Allan Merrill - Beazer Homes USA, Inc. - President & CEO

Thank you, Carey and thank you for joining us. On our call this morning, we will provide highlights of our results for fiscal 2012, including our recently concluded fourth quarter, update you on our
progress on our four path to profitability strategies and share our primary financial goals for fiscal 2013.
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During fiscal '12, we made impressive progress on our path to profitability strategies while dramatically strengthening our balance sheet. We generated solid growth in orders, closings and backlog
across every geographic segment and achieved companywide gross margin expansion. Although we clearly benefited from improvements in the housing market, our team's efforts to implement our
strategies played a central role in our accomplishments.

For the full year, we generated $22 million in positive adjusted EBITDA, up $47 million. We recorded 4,901 new home orders, an increase of 25% over last year. We closed 4,428 new homes up
36%. We ended fiscal '12 with a backlog that was 33% higher in units and 43% higher in value than at the end of fiscal '11 and we increased gross margins, excluding interest and impairments by 50
basis points even though our primary focus was improving absorption rates.

In terms of our balance sheet, we raised $170 million in growth capital, which we have started to invest in new communities. We reduced our annual cash interest expense by approximately $15
million and we increased our liquidity ending the year with $488 million in unrestricted cash, as well as a new undrawn $150 million revolver.

Results in the fourth quarter contributed to the full year's encouraging operational trends. Most importantly, we generated positive adjusted EBITDA of $15 million, even after absorbing nearly $6
million in charges related to discontinued operations. Orders were up 10% year-over-year despite an 11% decline in community count in the quarter. While this order growth was lower than in prior
quarters, the underlying improvement in sales per community continues to be very strong, especially in light of our intentional pivot to a primary operational focus on improvement in gross margins.

ASP in backlog was up nearly $20,000, which, as we will discuss this morning, is an important development in our path to profitability. Closings were up 17% as we benefited from a much higher
backlog and finally, our homebuilding gross margins were up 90 basis points year-over-year. Operationally and financially, we are a long way from where we want to be, but we are also a lot closer
than we used to be.

Now let's dig into the four components or strategies of our path to profitability plan. These have not changed; although, today, we are going to share some numerical targets for each metric. Please
understand that these targets are not specifically for fiscal 2013. We will make a big effort to reach all of them as soon and as responsibly as we can, but collectively reaching these levels will clearly
take us into fiscal 2014.

Improving sales per community and the portion of our communities that are performing has been the foundation of our operational improvement efforts. It is simply impossible for us to reach
profitability, let alone generate adequate returns on capital without improving sales absorptions and eliminating nonperforming communities.

The results for the year are very encouraging. On a trailing 12-month basis, we reached 2.3 sales per month per community, up nearly 30% from 1.8 sales per month a year ago. Equally important,
looking at the average of the last four quarters, the ratio of our communities we calculate to be performing is up to 81% from 69% a year ago.

As I mentioned a moment ago, today, we are introducing some longer-term targets for all four of our core path to profitability strategies. These targets are all expressed as ranges since they are
interrelated in a variety of ways. And it is important to note that we reserve the right to change these targets, especially to the upside. As pleased as I am with our improvement in sales per
community per month, we have plenty of work to do to reach our path to profitability target range of 2.5 to 2.75 and on the performing community metric, we want the average of our last four
quarters to exceed 90%.

The second area where we have made great progress in our path to profitability is leveraging and in fact, reducing our fixed costs. This includes both our G&A and our interest expense. Our
annualized total G&A as a percentage of revenue fell over 700 basis points in the last year as we held the line on expenses and generated higher revenue.

With respect to interest expense, as a result of our capital transactions, we reduced our GAAP interest expense by about $17 million, $15 million of which is in annual cash savings. Since we aren't
currently contemplating any transactions that would further reduce our interest cost, the target for future improvement in leveraging our fixed cost is expressed in terms of G&A as a percentage of
revenue. Remembering that we exclude commissions from this figure, our path to profitability target range is between 9% and 10% of revenue. This will only happen if we continue to grow revenue
faster than expenses and I believe we can do that.

In order to return to profitability, we need to improve our gross margins and, perhaps even more importantly, our gross margin dollars per closing. This is a new way for us to discuss margins and it
is very important. We can't really make money off a higher gross margin percentage; we need the gross margin dollars and the dollars are a function of both the gross margin percentage and the
average sales price.
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Over the past year, we have been highly successful in working through some of our oldest and lowest-priced communities. As a result, if you look at our ASP in backlog, you will notice that it was a
lot higher at year-end than it was last year. Bob will show you some interesting data on how ASP in backlog at year-end has related to ASP on future home closings. But let me be clear, regardless of
whether there is improvement in new home prices in fiscal 2013, our ASP is going to trend up significantly as our mix within and between markets changes.

Separately, our gross margin percentage is showing some early signs of improvement. We were pleased to pick up 50 basis points this year, but we know a lot more is needed. In fact, we have gone
on record as saying we are targeting a gross margin percentage that starts with a 2 and not a 1.

Now combining these two metrics, ASP and gross margin percentage, you can see the modestly improving trend this year in gross margin dollars per closing. More importantly, you can also see that
our path to profitability target range of $45,000 to $50,000 represents significant improvement compared to the $37,000 we generated in fiscal 2012. Yes, it is a tall order, but improving ASP can
provide us a big boost to gross margin dollars this year even as we continue to scrap for every basis point in the gross margin percentage.

The last of our four path to profitability strategies is to gradually expand our community count and frankly, we have been going in the opposite direction for the last year. As I told prospective
investors in July, I just didn't feel comfortable gambling our liquidity on incremental land deals until we proved we were better operators. When we reached the end of June, I felt like we had made
enough progress in community performance to ask investors to underwrite an expansion of our community count.

Although the short-term reaction to the share price was painful, investors fully subscribed to our offering allowing us to raise about $170 million in growth capital. Since completing the offering, we
have gone to work carefully investing the funds. So far, we have contracted for more than 20 communities or about the number we had purchased in the entire year preceding the offering.

But here is where I have to offer a surgeon general-type warning. We are targeting new communities that can provide robust margins, not a quick boost to this year's home sales. This means we are
typically acquiring raw or semi-developed sites, which likely won't generate sales or closings until fiscal 2014.

As a result, our average community count isn't going to gradually increase this year; it is going to fall. This reduction will present a real challenge to sustaining growth in new home orders in fiscal
'13 even as we deliver substantially improved profitability.

The good news on the land side is that we have plenty of capital and numerous opportunities to enable us to rebuild and then expand our community count in the coming quarters. And despite the
current challenges, our path to profitability target for average community count is between 190 and 200, but we won't do dumb deals just to hit these numbers.

Now, taken as a group, these path to profitability targets represent the most important quantifiable metrics we are pursuing to accelerate our return to profitability. While none of them will happen
without effort on our part, none of them are dependent on improvements in market conditions that are completely outside our control. We are committed to creating our own recovery, not waiting for
market conditions to do it for us.

Now I'll turn the call over to Bob to review more detailed financial results. After that, I will finish with our financial objectives for fiscal 2013.

Bob Salomon - Beazer Homes USA, Inc. - EVP, CFO & CAO

Thanks, Allan. The progress we made on our path to profitability strategies resulted in significant improvement in our financial results from continuing operations this year. For the quarter, our net
loss, excluding inventory impairments and the loss on debt extinguishment incurred when we refinanced our 2017 notes, improved to $0.69 per share this year compared with a loss of $2.38 per
share in the fourth quarter of fiscal 2011.

Similarly, for the full year, when we exclude the first-quarter FIN 48 tax benefit, impairments and losses on debt extinguishment, our loss per share was $6.17 for fiscal 2012 compared with $11.14
last year.

4



We converted 66% of our beginning backlog this quarter, slightly better than I had predicted on our last call. This slide shows the factors which impact our backlog conversion ratio.

Homes scheduled to close in future quarters rose to 913 units at the end of September. This increase illustrates the growing percentage of to-be-built homes in our backlog, which, at September 30,
was 82%. Fortunately, these homes also tend to deliver higher margins than spec sales. 7.6% of our homes in beginning backlog canceled during the quarter compared with 14% last year. We pushed
6% of our June 30 backlog into future quarters and finally, we sold and closed 429 homes during the quarter. Assuming that the vast majority of our buyers continue to prefer to-be-built homes, I
expect our quarterly conversion rates during fiscal '13 to be similar to fiscal 2012.

As our experience indicates, average sales prices can be especially volatile quarter-to-quarter due to changes in geographic, product and community mix. We have enjoyed an upward trend in ASP
during the past several quarters. Our fourth-quarter ASP grew to $228,600 and we finished fiscal '12 with an ASP of $224,900 or a 2.5% annual increase. Our ASP in backlog at September 30
increased significantly compared to last year, up $18,400 per home to $249,100. Additionally, this slide shows that ASP in beginning backlog has been a reasonable indicator of future closing ASPs
falling in the range of 92% to 97%. As a result, I expect a significant increase in closing ASPs for fiscal 2013 trending toward the high end of this range.

The improvement in operational execution by our division management teams along with the return of pricing power in certain of our communities produced fourth-quarter homebuilding gross
margins, excluding impairments and interest, of 17.2% compared with 16.3% last year. For the full year, our homebuilding gross margin was 17.7% compared with 17.2% last year. Importantly, the
2.5% growth in ASP combined with a 50 basis point increase in gross margin produced a $2,000 or 5.3% increase in gross margin dollars per closing, which was critical to the increased EBITDA
we generated this year.

I am confident that our full-year fiscal 2013 margins will be higher in both percentage and dollars per closing. Improving our gross margins while maintaining sales momentum is a key objective for
us this year.

On this slide, we have broken down fourth-quarter margins by segment. Operationally, margins improved 100 basis points in both the West and Southeast where we benefited from increased prices
and/or lower incentives in many of our communities. In addition, the Southeast segment picked up an additional 200 basis points from warranty recoveries and related items. Partially offsetting this
margin expansion was a 50 basis point decline in the East due to our decision to use pricing incentives to stimulate underperforming communities. Although our margins in the East were a drag on
the fourth-quarter results, I am encouraged by the fact that they were 200 basis points higher than in the third quarter.

We made substantial progress leveraging our overheads during fiscal 2012 while delivering 17% and 36% more home closings in the fourth quarter and the full year respectively as compared with
the prior year. For the full year, our total G&A expenses, which exclude commissions, improved to 10.9% of revenue from 18.5% last year. Our operating G&A leverage for the full year also
improved to 9.1% of revenue for fiscal 2012 compared with 12.4% last year. For the quarter, total G&A expenses were $27.7 million representing only 7.5% of revenue, the lowest of any quarter
since fiscal 2006. Details of the components of our G&A and operating G&A can be found in the appendix to this presentation.

Now let's move to our lot position and land spending. We completed fiscal 2012 with over 24,000 lots owned and under control, of which about 17,300 lots were ready for use today or in the near
future. This immediate and near-term lot inventory equates to approximately four years of supply based on fiscal '12 closing volume. While we face some pressure on community count this year, we
have many potential home sites available to us. Our land held for future development, representing about 6,200 lots, is a resource that we have just begun to tap. During the fourth quarter, we
approved the activation of a $20 million community in the Mid-Atlantic, from which we expect our first closings in fiscal 2014.

There are two hurdles for us to move a parcel that is currently held for future development into active status. First, it must meet our strategic objectives within its division. And second, the return
characteristics must be favorable when we weigh the time and capital necessary to develop the land against other acquisition opportunities. Based on improving land and home price trends, it is
likely that we will pull several additional communities into active status sometime in fiscal 2013 with more expected in 2014.

For the full year, we spent $185 million on land and land development, of which $45 million was spent in the fourth quarter. This compares to $222 million last year. Our use of land generally
equates to approximately 20% to 25% of homebuilding revenue. In fiscal 2012, we spent slightly less than that, or 18.6%, as we focused on improving our existing communities.

After the completion of our capital transactions last summer, we increased our efforts on the acquisition of new communities. Since the end of fiscal third quarter, we have approved and committed
to purchase over 20 new and replacement communities, all of which met our underwriting criteria. For fiscal 2013, I expect us to spend at least twice as much on land and land development as we
did in fiscal 2012. That is why we raised the capital in July. Every division has a solid pipeline of new land deal
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opportunities that they are actively pursuing. As long as we're able to continue underwriting transactions that meet our strategic and rate-of-return criteria, we intend to be very active land buyers in
nearly all of our markets, with special emphasis in California, Texas, Florida, Arizona and North Carolina.

I am very pleased with the discipline our team has demonstrated this year to control our level of spec homes. At September 30, we had 392 unsold homes, a 45% reduction from a year ago. Our
finished spec count declined from 334 homes last year to only 174 at the end of fiscal '12 or roughly one per community. While carrying some specs will remain an important part of our business, I
expect the restraint on starting spec homes to continue.

I am very comfortable with our liquidity position. We ended fiscal 2012 with $488 million in unrestricted cash. We have a new undrawn $150 million revolver and we have no significant debt
maturities until mid-2015. Capital markets transactions that we completed this year were especially beneficial to shareholders. By raising as much equity as we did, approximately $170 million, we
were able to refinance our most expensive debt at a much lower interest rate, saving us $15 million in cash per year immediately. But the best part is that we also get to invest the full proceeds in our
businesses to improve future profitability. In essence, we get to use the same money twice. As a result of these transactions, I expect our annualized cash interest expense to total approximately $105
million.

With respect to our deferred tax assets, as we have previously discussed, the dollar value of our deferred tax assets is significant and totaled $495 million at the end of fiscal 2012. While it is unlikely
that we will be able to use our entire DTA due to some change-of-ownership limitations, our current expectation is that, upon the resumption of sustained profitability, we will be able to utilize
approximately $436 million, or $13 per share, to offset future taxes.

We are aware of discussions regarding a potential reduction in federal corporate tax rates. After reviewing our mix of federal and state NOLs, we have estimated that a reduction to 28% may
potentially reduce our estimated usable DTA to approximately $360 million, or $10.75 per share. With that, I will turn the call back over to Allan.

Allan Merrill - Beazer Homes USA, Inc. - President & CEO

Okay, thanks, Bob. I am very pleased with the progress we made during fiscal 2012 and I'm encouraged about our prospects. With that said, we are the first to acknowledge that losing money every
year is not a sustainable financial model. That is why we have made returning to profitability our overriding goal.

For fiscal 2013, our financial goal is to deliver adjusted EBITDA of at least $50 million or approximately $30 million more than our adjusted EBITDA in fiscal '12. This improvement will arise
from four primary factors -- higher closings driven by our higher backlog, increases in our ASP, further improvements in our gross margin percentage and dollars, and modest additional leverage of
our overhead costs. Taken together with the benefit of a full year's worth of interest savings from our recent transactions, we plan to improve our pretax profitability by at least $40 million in fiscal
'13. That won't return us to profitability, but it does represent another sizable bite at the elephant in the room, our losses.

Now, in terms of expectations for fiscal '13, I want to make sure we share all the news, not just the good news. Due to a declining community count and our operational emphasis on improving gross
margins, our plan to increase profitability by at least $40 million this year does not contemplate a meaningful increase in new home orders. We are committed to making improvements against all
four of our path to profitably targets, but order growth in the next few quarters isn't a necessary part of that plan.

That leads me to my final comment. Every single employee at Beazer takes our responsibility to return to profitability incredibly seriously. We are appreciative of the opportunity we have and we
know we need to continue our relentless and disciplined focus on our path to profitability. So far, our plan has yielded dramatic improvements and I am convinced the best is yet to come. Thanks for
your attention today. With that, I will turn the call over to the operator to take us into Q&A.
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QUESTION AND ANSWER

Operator

(Operator Instructions). David Goldberg.

David Goldberg - UBS - Analyst

Thanks. Good morning, everybody. My first question, and Allan, I'll talk about the elephant since you mentioned him at the end, I wasn't sure if we were getting away from it, but you talked last
quarter about the ability to kind of maybe eat the elephant a little bit at a time, nibble the elephant, whatever the analogy was. We didn't get as much maybe update on kind of the progress on the
gross margin improvements, $250 at a time I think we talked about last quarter. Where are we? Have we seen any of that start to kind of come through? Is there more opportunity than what you
expected, less opportunity?

Allan Merrill - Beazer Homes USA, Inc. - President & CEO

I think we're well underway, David. I know that when we said that in August, our quarter, the September quarter was largely baked. So the things that we had started doing in July and August to
improve margin, we just barely begun to scratch the surface in terms of results that we have delivered. So I feel like the opportunity is comparable to, if not greater than where it was 90 days ago.
But actually I feel better about having identified more of those opportunities in individual divisions and really down at the plan and at the elevation level like I talked about a few months ago.

David Goldberg - UBS - Analyst

Got it. And then just as a follow-up on slide 8, you talk about the sales per community, the improvement that we have seen. Trying to get an idea of kind of how you benchmark that against your
peers. Do you think at 2.3 sales per community, that is about in line with the market, a little light, a little heavy and kind of how do you benchmark that and how do you improve it from here?

Allan Merrill - Beazer Homes USA, Inc. - President & CEO

Well, one of the things I feel strongly is that we need to do what we need to do to improve our business. And so benchmarking is useful and on things like sales per community and gross margin,
when you are last, that is not good and that is where we were a year ago.

On the sales per community, in particular, I think that we are now, I would say, in the middle of the pack and I am confident that the efforts that we have had going on for the last year can continue to
push that up a little bit. But I don't frankly want to push it through to the highest possible number because I think we would be leaving margin dollars on the table in doing that.

So I've said kind of consistently 2.5 is a pretty good number to shoot at. I think with an improving market, maybe we will do a bit better than that, but, of course, that is where the tension with the
gross margin improvement will come in. We clearly can eke out additional improvements in velocity, but we want to take chunks on the margin side.

In terms of how do you do it, it is part and parcel of a community improvement plan. The improvement plan for a community is, at this point, two parts margin and one part velocity and really
looking at the mix of features and the pricing that we have got at the incentives we are offering, those levers have to be designed at that individual community level to move both of those forward.

David Goldberg - UBS - Analyst

Got it. Thank you.
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Operator

Ivy Zelman, Zelman & Associates.

Alan Ratner - Zelman & Associates - Analyst

Good morning, it's actually Alan on for Ivy. Allan, I was hoping to ask a little bit more about the community count and the target range there is very helpful in understanding you are not putting a
specific timeframe on that. But if we assume that community count continues to decline through next year -- I am not sure if you quantified that; I may have missed it but -- that would kind of imply
that, off of a lower base, you probably need to see 20% plus growth from that point to hit your target range. Going back historically, looking at your Company's history, we haven't really seen
organic growth in communities at that level. Certainly we have seen you get there through acquisition.

So I guess the question is are there any potential M&A baked into hitting that target number there or is this something that really we shouldn't expect to hit for maybe three or four years, which
would be kind of more in line with organic growth you have seen in prior cycles?

Allan Merrill - Beazer Homes USA, Inc. - President & CEO

Well, there are a lot of questions embedded in that one very good question. First of all, let me say, because I don't think I did, that I would expect, that on a quarterly average basis, we will trough out
in the 150 range on community count, which is down a little bit from the low 160s where we were in the fourth quarter, but that implies a pretty big percentage down relative to the 178 that we
averaged for the full year.

In terms of history, I will be honest, I don't spend a lot of time and I am not too worried about five years ago or 10 years ago in terms of what organic growth rates were in communities. We have the
capital and we have the pipeline that we can get to our target range, not in three or four years, but over the next couple of years in terms of community count.

Now to the question of whether there is any M&A opportunity, we will keep our eyes peeled. I am interested in that if it makes sense. There is nothing currently active and so I haven't built a plan
here based on kind of the hope that something will drift into our field of view that we can tackle. So I think you should look at our community count growth as primarily an organic exercise, but I
think with focus, with the right balance sheet, I think we can execute it.

Alan Ratner - Zelman & Associates - Analyst

Great, that's helpful. And just a follow-on to that then, can you give us an update on how many communities you currently have mothballed and whether any of those communities coming online is
contemplated in your '13 guidance?

Allan Merrill - Beazer Homes USA, Inc. - President & CEO

Well, we don't count communities in mothballed. I don't have that figure, but what I can tell you is the total dollar amount is just under $400 million. We pulled, as Bob said, one community in, but it
is kind of a big community, it's a $20 million asset. We will have multiple price points in there. That will end up counting in our parlance for probably three different communities when it is active at
the end of our fiscal year in '13 for '14, so that probably counts for three. I think the size of that asset in the aggregate is in the range of 500 lots.

So I would tell you that it is hard -- because each of those assets is different, I would be real careful about trying to do an extrapolation of either community count or lot count from dollars, but
absolutely harvesting that asset over the next eight quarters will be part of our growth in community count.

Alan Ratner - Zelman & Associates - Analyst
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Can you maybe give a little bit more detail on the $400 million, what percentage of that are finished lots that you can bring on pretty quickly versus what might be raw and still a few years out?

Allan Merrill - Beazer Homes USA, Inc. - President & CEO

Most of it is going to require development. Most of it is -- in fact, a substantial majority of it and I think we have said in the past that half of it is in California. So that is -- as Bob said, the issue
really is, when those deals compete with raw deals that we are looking at from third parties, that is a pretty good indicator when we start bringing those out.

Alan Ratner - Zelman & Associates - Analyst

Great. Thanks a lot.

Operator

Michael Rehaut, JPMC.

Michael Rehaut - JPMorgan Chase - Analyst

Thanks, good morning, everyone. First question, on the gross margin dollars that you targeted, again, I guess looking at the other targets, I am not sure if that range is necessarily for fiscal '13, but
certainly you have also pointed out the ASP is starting to trend upward nicely, particularly this quarter in the average order price, average backlog. So working off of I guess where you were -- where
you are in the fourth quarter in the low 17% pre-interest, just trying to extrapolate if possible what that implies from a percentage basis (multiple speakers).

Allan Merrill - Beazer Homes USA, Inc. - President & CEO

I think we tried to lay out a lot of numbers to help people do that. If it was absolute science, I would have just given the answer, but I think with an $18,000 improvement in backlog ASP and Bob
shared some statistics that showed that the -- I don't want to say conversion, but the progression of that into future ASP has been in the range of 92% to 98%. We think it will, this year, tend toward
the higher end of that.

If you are taking $16,000, $17,000 improvement in ASP, even if the margin in percentage terms didn't change at all, you're picking up $3,000 or $4,000 in gross margin dollars this year. And we
have also said we do expect to see progress on the gross margin percentage. What we didn't do and frankly, I think it is irresponsible to try and do, is give a quarter-by-quarter gross margin
percentage. Our focus is very clearly pushing through $45,000 in gross margin dollars per closing and I think that is probably the metric against which we will most easily be judged.

Michael Rehaut - JPMorgan Chase - Analyst

Okay. Also just talking about the land spend, which is very helpful as it provides that kind of bridge to '14 and beyond where -- for potential growth. As a lot of this land spend in fiscal '13 is more
development-oriented, does that development though -- is it the length of which that you are really not even going to see the full benefit in '14 or how much of those dollars would you start to see
generating a return in fiscal '14?

Allan Merrill - Beazer Homes USA, Inc. - President & CEO

That's a tremendously good question, but a super hard one to answer because I can't predict everything that we will buy this year. Let me tell you about the 20 communities that we've bought since
we did the financing. They represented about 2,000 total lots, which would suggest that the average size was about 100 units. We did it in eight different markets. About half were raw land deals,
half were at various stages of development. They may have been cash or option deals, but they were at different stages of development.
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So I would say with respect to half of them, there is a very good chance we will have sales -- we will certainly have a full year's worth of sales in '14 and probably a full year's worth of closings. On
a couple of the development deals, I don't think we will have 12 full months of deliveries in '14 from those new communities, but -- and obviously the longer we go into fiscal '13 as we are making
acquisitions, the more that will be the case.

So that is why I have tried to articulate these targets, including importantly the community count target, not as a fiscal '13 number, but something that we think that together with the other targets get
us back to profitability.

Michael Rehaut - JPMorgan Chase - Analyst

Okay, one last one if I could. The East and the Southeast certainly showing below average, below corporate average order growth than the West. Do you expect in fiscal '13 for those regions to
stabilize or is that part of the movement in the community count that perhaps it is more concentrated in those areas and that would kind of drive down the average where the West would continue to
lead?

Allan Merrill - Beazer Homes USA, Inc. - President & CEO

It's a good question. We definitely saw in '12 more reduction in community count and percentage terms in the East than we did in the other segments, so that contributed to the order growth issues.
But not only do I think they will stabilize, I am sure that they will and I think we will see the East contribute nicely in '13. We have gone through a lot of improvement strategies in each of the
divisions in our East segment and I feel like that is a good opportunity for us.

Interestingly, if I am right about that, our highest ASPs are in the East as well, so that is going to add further fuel to the migration upward in our ASP.

Michael Rehaut - JPMorgan Chase - Analyst

All right. Thank you.

Operator

Dan Oppenheim, Credit Suisse.

Dan Oppenheim - Credit Suisse - Analyst

Thanks very much. Allan, you have done a great job in terms of really focusing on the trying to boost the margins and what you are doing with different -- the operational performance to get there.
When you think about the land deals, just as you went through that there, talking about half raw, half partially developed, there are a lot of other builders talking about doing more -- the majority of
the land deals that they are getting now just being developed lots. How are you thinking about the margin opportunity that you are seeing for those -- raw versus partial versus fully developed at this
point and how is that guiding you versus thinking about just bringing communities on more rapidly?

Allan Merrill - Beazer Homes USA, Inc. - President & CEO

Well, there is no question, and this was actually one of the things that I talked about in July and August when we did the financing. I was saying then that there were some builders that were very
short land for '13 and it felt to me like the disconnect in valuation between '13 delivers and '14 delivers was huge, that you were really having to pay up to get '13 deliveries and by pay up, I mean
mid-teens margins unless you were bailed out by price appreciation. That didn't strike me as being accretive to our strategy to improve gross margins.
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So by raising the money when we did and sort of letting go the idea of '13 order growth, not '13 profit growth, we are committed to that, but '13 order growth and sort of skipping that year and being
in the '14 context for our deliveries, I felt like we were going to be able to achieve both the IRR and the gross margin objectives that we seek to. And that has played out. In fact, it's probably even
more true today. Anything that you would tie up or try and control today that would deliver fiscal '13 closings, very unlikely that that would have decent margins associated with it. And really that is
a trying to leverage overheads kind of a play or a speculation on home prices, which may be valid strategies for others, but that is not what we are focused on.

Dan Oppenheim - Credit Suisse - Analyst

Great. And then I guess in terms of the development, in terms of taking on the raw land deals, that's in some ways betting the -- having the confidence in terms of the market continuing to improve
and working through those locations. Of those raw land deals, are they -- where are you looking in terms of locations if you think about it relative to some of the mothballed land that you'd right
have now or these what you'd call premium locations relative to that or is it the thought that the recovery that we are going through right now continues, so you're confident in taking on partials
further out?

Allan Merrill - Beazer Homes USA, Inc. - President & CEO

Certainly starting at the center and working outward, I think Southern California is a good example for us. Each market is a little bit different, but what we have done from a cash purchase on the
development side has been much closer in the last six or eight months. We have done two fairly significant deals, one in Cucamonga, one in Fullerton, which are surrounded on four sides by
development. They are not pioneering in any way.

Some of our land held in California is out in that Temecula, Murrieta, French Valley corridor, which is hotter than a pistol right now from a land price perspective, but it is not as attractive from a
home selling perspective. So I think that is going to come to us over the next year or two. In the meantime, our acquisition dollars are focused closer in.

Dan Oppenheim - Credit Suisse - Analyst

Great, thanks very much.

Operator

Joel Locker, FBN Securities.

Joel Locker - FBN Securities - Analyst

Hi, guys. Just on your backlog conversion going forward, what do you expect in say fiscal -- by the end of fiscal 2013 and going into 2014? Would you expect it to normalize back to where it was
say 2003, '02 before the boom/bust cycle?

Bob Salomon - Beazer Homes USA, Inc. - EVP, CFO & CAO

Joel, this is Bob. In 2003, before the boom cycle, our conversion was in the low 50% range. So I think we are kind of there, if you think of that as normalized. As long as our sales activity is heavily
trended towards to-be-builts, that cycle time is going to be a little bit longer and as you are building backlog and the cycle times a little bit longer due to to-be-builts, it's going to hold down that
conversion a little bit.

Joel Locker - FBN Securities - Analyst

Right. And then what about your -- what did your community count -- I might have missed it -- but what did end the fiscal year with?
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Allan Merrill - Beazer Homes USA, Inc. - President & CEO

The quarter was 167 I think.

Bob Salomon - Beazer Homes USA, Inc. - EVP, CFO & CAO

163.

Allan Merrill - Beazer Homes USA, Inc. - President & CEO

163.

Joel Locker - FBN Securities - Analyst

The average. But I was saying what did it end up.

Allan Merrill - Beazer Homes USA, Inc. - President & CEO

Yes, I think it ended at about 158.

Joel Locker - FBN Securities - Analyst

158. All right, thanks a lot, guys.

Operator

Alex Baron, Housing Research Center.

Alex Baron - Housing Research Center - Analyst

Yes, thanks, guys. I know or I guess it is always a challenge to balance pace versus margin, but I am wondering do you guys have some kind of metric at which you decide it is time to raise prices or
lower incentives? And why -- I guess why focus more on the margin it seems than on the sales base?

Bob Salomon - Beazer Homes USA, Inc. - EVP, CFO & CAO

Well, I guess the answer is every community is a little bit different. When we are in locations where there is an opportunity to raise prices and capture margin based on the competitive position that
we have, we want to get fully paid for the value that we are providing. If we are in a location where it is hypercompetitive from a price and feature standpoint, we want at least our fair share in terms
of absorptions.

If I go back 15, 16 months, frankly, I think we had an opportunity to do a lot of improvement in both. We got competitive, I believe, and have moved ourselves kind of into the center of the fairway
from a sales per community perspective, but I am still convinced that we are leaving dollars on the table every time we sell a home.
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In many of our markets, we have still got opportunities to capture margin dollars and I think it is a little bit of a teeter-totter, Alex. I mean we have got a little of this and a little of that, it is back-and-
forth, back-and-forth, but it really is made community by community. And I just think at this point, if you look externally -- somebody asked a question about benchmarking, we can't take a lot of
pride in a 17.7% gross margin. We have got to do better than that, we can do better than that and we will.

Alex Baron - Housing Research Center - Analyst

Okay. And as far as your focus on your target clients, what percentage do you think you guys will be doing entry-level type homes in 2013?

Allan Merrill - Beazer Homes USA, Inc. - President & CEO

I think it is going to stay very consistent. Our pricing is changing a little bit, but our buyers really aren't. It is very tough to deliver in the $140,000, $150,000, $160,000 price point in any of our
markets today. We can't replace product at that level. Where mortgage rates are, that first-time buyer, who, by the way for us, has got a FICO according to our lending partners of over 725, they can
afford the monthly payment at $200,000. I'm sure they would like to buy at $150,000, but we can't get the lots or the build cost to deliver in the $150,000s. So I think our buyer profile stays much
the same, but the pricing is definitely moving.

Alex Baron - Housing Research Center - Analyst

Okay, thanks.

Operator

That concludes today's conference call. Thank you for joining the Beazer Homes earnings conference call for the fourth quarter and fiscal year ended September 30, 2012. You may now disconnect.
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