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PROPOSED MERGER�YOUR VOTE IS VERY IMPORTANT

Dear Stockholder:

          You are cordially invited to attend a special meeting of stockholders of Forestar Group Inc., which we refer to as "Forestar" or the
"Company," to be held on October 3, 2017, at 9:00 a.m. (Central time), at 6300 Bee Cave Road, Building Two, Suite 500, Austin, Texas 78746.

          At the special meeting, you will be asked to consider and vote upon (1) a proposal to adopt the Agreement and Plan of Merger, dated as of
June 29, 2017, as it may be amended from time to time (which we refer to as the "Merger Agreement"), among D.R. Horton, Inc. (which we
refer to as "D.R. Horton"), Force Merger Sub, Inc. (which we refer to as "Merger Sub"), a wholly owned subsidiary of D.R. Horton, and
Forestar, pursuant to which Merger Sub will merge with and into Forestar (which we refer to as the "merger") and Forestar will continue as the
surviving entity in the merger; (2) a non-binding advisory proposal to approve specified compensation that may be paid or become payable to
Forestar's named executive officers in connection with the merger; and (3) a proposal to adjourn the special meeting, if necessary or appropriate,
including to solicit additional proxies if there are insufficient votes at the time of the special meeting to approve the proposal to adopt the Merger
Agreement.

          If the merger is completed, for each existing share of common stock, par value $1.00 per share, of Forestar (which we refer to as "Forestar
common stock") that you own, unless you have properly exercised your appraisal rights with respect to such shares, you will be entitled to elect
to receive $17.75 in cash (which we refer to as the "cash consideration"), without interest and less applicable withholding taxes, or one new
share of Forestar common stock (which we refer to as the "stock consideration"), subject to proration such that D.R. Horton will buy
approximately 75% of the new shares of Forestar common stock for cash. Forestar will remain a public company following completion of the
merger.

Forestar's board of directors has unanimously determined that the Merger Agreement and the transactions contemplated by the
Merger Agreement are advisable, fair to and in the best interests of Forestar and its stockholders, and approved and declared advisable
the Merger Agreement and the transactions contemplated by the Merger Agreement. Forestar's board of directors unanimously
recommends that you vote (i) "FOR" the proposal to adopt the Merger Agreement, (ii) "FOR" the proposal to approve, by non-binding
advisory vote, specified compensation that may be paid or become payable to Forestar's named executive officers in connection with the
merger and (iii) "FOR" the proposal to approve the adjournment of the special meeting, if necessary or appropriate, to solicit
additional proxies if there are insufficient votes at the time of the special meeting to approve the proposal to adopt the Merger
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Agreement.

          The enclosed proxy statement/prospectus provides detailed information about the special meeting, the Merger Agreement and the merger.
A copy of the Merger Agreement is attached as Annex A to the proxy statement/prospectus. The proxy statement/prospectus also describes the
actions and determinations of Forestar's board of directors in connection with its evaluation of the Merger Agreement and the merger. We
encourage you to read the proxy statement/prospectus and its annexes, including the Merger Agreement, carefully and in their entirety. You
should also carefully consider the risks that are described in the section entitled "Risk Factors" beginning on page 16. You may also obtain more
information about Forestar from documents we file with the Securities and Exchange Commission from time to time.

          Whether or not you plan to attend the special meeting in person, please complete, sign, date and return, as promptly as possible, the
enclosed proxy card in the accompanying prepaid reply envelope or grant your proxy electronically over the internet or by telephone. If you
attend the special meeting and vote in person by ballot, your vote will revoke any proxy that you have previously submitted. If you hold your
shares in "street name," you should instruct your broker how to vote in accordance with the voting instruction form you will receive from your
broker, bank or other nominee.

Your vote is very important, regardless of the number of shares that you own. We cannot complete the merger unless the proposal
to adopt the Merger Agreement is approved by the affirmative vote of the holders of a majority of the outstanding shares of Forestar
common stock entitled to vote thereon. Failure to complete, sign, date and return a signed proxy card, grant a proxy electronically over
the internet or by telephone or to vote in person by ballot at the special meeting will have the same effect as a vote "AGAINST" the
proposal to adopt the Merger Agreement. If you hold your shares in "street name," the failure to instruct your broker, bank or other
nominee on how to vote your shares will have the same effect as a vote "AGAINST" the proposal to adopt the Merger Agreement.

          If you have any questions or need assistance voting your shares of Forestar common stock, please contact D. F. King & Co., Inc., our
proxy solicitor, by calling 800-290-6431 toll-free.

          Thank you for your support of Forestar.

Sincerely,

James A. Rubright
Chairman of the Board

Neither the Securities and Exchange Commission nor any state securities regulatory agency has approved or disapproved of the
transactions described in this document, including the merger, or determined if the information contained in this document is accurate
or adequate. Any representation to the contrary is a criminal offense.

          The accompanying proxy statement/prospectus is dated August 25, 2017 and, together with the enclosed form of proxy card, is first being
mailed to Forestar stockholders on or about August 28, 2017.
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6300 Bee Cave Road, Building Two, Suite 500
Austin, Texas 78746

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD ON OCTOBER 3, 2017

To the stockholders of Forestar Group Inc.:

        A special meeting of stockholders of Forestar Group Inc. will be held on October 3, 2017, at 9:00 a.m. (Central time), at 6300 Bee Cave
Road, Building Two, Suite 500, Austin, Texas 78746, to consider and vote upon the following proposals:

1.
to adopt the Agreement and Plan of Merger, dated as of June 29, 2017, as it may be amended from time to time, among D.R.
Horton, Inc., Force Merger Sub, Inc. and Forestar;

2.
to approve, on a non-binding advisory basis, specified compensation that may be paid or become payable to Forestar's
named executive officers in connection with the merger contemplated by the Merger Agreement; and

3.
to approve the adjournment of the special meeting, if necessary or appropriate, including to solicit additional proxies if there
are insufficient votes at the time of the special meeting to approve the proposal to adopt the Merger Agreement.

        Your vote is very important.    We cannot complete the merger unless the proposal to adopt the Merger Agreement is approved by the
affirmative vote of the holders of a majority of the outstanding shares of Forestar common stock entitled to vote thereon.

        Even if you plan to attend the special meeting in person, we request that you complete, sign, date and return, as promptly as possible, the
enclosed proxy card in the accompanying prepaid reply envelope or grant a proxy electronically over the internet or by telephone prior to the
special meeting to ensure that your shares of Forestar common stock will be represented and voted at the special meeting if you are unable to
attend. Failure to complete, sign, date and return a signed proxy card, grant a proxy electronically over the internet or by telephone or to vote in
person by ballot at the special meeting will result in your shares of Forestar common stock not being counted for purposes of determining
whether a quorum is present at the special meeting and will have the same effect as a vote "AGAINST" the proposal to adopt the Merger
Agreement. For more information concerning the special meeting, the Merger Agreement and the merger, please review the accompanying
proxy statement/prospectus and the copy of the Merger Agreement attached as Annex A thereto.

        Only stockholders of record as of the close of business on August 21, 2017 are entitled to notice of the special meeting and to vote at the
special meeting or at any adjournment or postponement thereof. A list of stockholders entitled to vote at the special meeting will be available in
our offices located at 6300 Bee Cave Road, Building Two, Suite 500, Austin, Texas 78746, during regular business hours for a period of at least
10 days before the special meeting and at the place of the special meeting during the meeting.

Forestar's board of directors unanimously recommends that you vote (i) "FOR" the proposal to adopt the Merger Agreement,
(ii) "FOR" the proposal to approve, by non-binding advisory vote, specified compensation that may be paid or become payable to
Forestar's named executive officers in connection with the merger and (iii) "FOR" the proposal to approve the adjournment of the
special meeting, if necessary or appropriate, including to solicit additional proxies if there are insufficient votes at the time of the special
meeting to approve the proposal to adopt the Merger Agreement.
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By Order of the Board of Directors,

August 25, 2017
Austin, Texas

Matthew S. Stark
Senior Vice President, General Counsel and Secretary
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 ADDITIONAL INFORMATION

        This proxy statement/prospectus incorporates important business and financial information about Forestar from documents filed with the
Securities and Exchange Commission (which we refer to as the "SEC") that are not included in or delivered with this proxy
statement/prospectus. You can obtain any reports, proxy statements or other information that we file with the SEC from the internet website
maintained by the SEC at www.sec.gov. You may also request copies of these documents, including documents incorporated by reference into
this proxy statement/prospectus, by contacting Forestar at the following address and phone number: Forestar Group Inc., 6300 Bee Cave Road,
Building Two, Suite 500, Austin, Texas 78746, Attention: Corporate Secretary, telephone (512) 433-5200. In order to ensure timely delivery
of such documents before the special meeting, any such request should be made promptly, and in no event later than September 26,
2017. Forestar will make available a copy of its public reports, without charge, on its website at www.forestargroup.com as soon as reasonably
practicable after it files the reports electronically with the SEC. Information included on this website is not incorporated by reference into this
proxy statement/prospectus. See the section entitled "Where You Can Find More Information" for more details.

 ABOUT THIS DOCUMENT

        This document, which forms part of a registration statement on Form S-4 filed by Forestar with the SEC (File No. 333-219488), constitutes
a prospectus of Forestar under Section 5 of the Securities Act of 1933, as amended (which we refer to as the "Securities Act"), with respect to
the new shares of Forestar common stock to be issued to Forestar stockholders in connection with the merger. This document also constitutes a
proxy statement of Forestar under Section 14(a) of the Securities Exchange Act of 1934, as amended (which we refer to as the "Exchange Act").
It also constitutes a notice of meeting with respect to the special meeting, at which Forestar stockholders will be asked to consider and vote
upon, among other things set forth in this proxy statement/prospectus, the approval of the Merger Agreement.

        You should rely only on the information contained in, or incorporated by reference into, this proxy statement/prospectus. No one has been
authorized to provide you with information that is different from that contained in, or incorporated by reference into, this proxy
statement/prospectus. This proxy statement/prospectus is dated August 25, 2017, and you should not assume that the information in this
document is accurate as of any other date. The information contained in, or incorporated by reference into, this proxy statement/prospectus
speaks only as of the date of this proxy statement/prospectus unless the information specifically indicates that another date applies. Neither the
mailing of this proxy statement/prospectus to Forestar stockholders, nor the issuance by Forestar of the new shares of Forestar common stock in
connection with the merger, will create any implication to the contrary.

This document does not constitute an offer to sell, or a solicitation of an offer to buy, any securities, or the solicitation of a proxy, in
any jurisdiction to or from any person to whom it is unlawful to make any such offer or solicitation in such jurisdiction. Except where
the context otherwise indicates, information contained in this document regarding Forestar has been provided by Forestar and
information contained in this document regarding D.R. Horton has been provided by D.R. Horton.

i
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 QUESTIONS AND ANSWERS ABOUT THE FORESTAR SPECIAL MEETING

The following questions and answers are intended to address briefly some commonly asked questions regarding the special meeting, the
Merger Agreement and the transactions contemplated thereby. These questions and answers may not address all questions that may be
important to you as a Forestar stockholder. Please refer to the "Summary" section and the more detailed information contained elsewhere in
this proxy statement/prospectus, the annexes to this proxy statement/prospectus and the other documents referred to in this proxy
statement/prospectus, all of which you should read carefully.

Q:
Why am I receiving this proxy statement/prospectus?

A:
On June 29, 2017, Forestar and D.R. Horton entered into the Merger Agreement providing for the merger of Merger Sub with and into
Forestar, with Forestar surviving the merger. You are receiving this proxy statement/prospectus in connection with the solicitation of
proxies by Forestar's board of directors (which we refer to as the "Board") in favor of the proposal to adopt the Merger Agreement and
to approve the other proposals to be voted on at the special meeting.

Q:
What is the proposed transaction?

A:
The proposed transaction is the acquisition of approximately 75% of Forestar's common stock by D.R. Horton through the merger
pursuant to the Merger Agreement. Following the effective time of the merger, as a result of the merger, D.R. Horton will own
approximately 75% of Forestar common stock and Forestar stockholders immediately prior to the merger will own approximately 25%
of Forestar common stock.

In connection with the execution of the Merger Agreement, Forestar and D.R. Horton entered into a Stockholder's Agreement (which
we refer to as the "Stockholder's Agreement") and a Master Supply Agreement (which we refer to as the "Master Supply Agreement"),
each dated as of June 29, 2017, each of which will become effective at the effective time of the merger. The Stockholder's Agreement
establishes, among other things, certain rights of the Company and D.R. Horton concerning the corporate governance of the Company
following completion of the merger, restrictions on transfers and acquisitions of new shares of Forestar common stock held by
D.R. Horton and its affiliates, preemptive rights and registration rights for new shares of Forestar common stock, and allocation of
corporate opportunities between the Company and D.R. Horton. For more information, see the section entitled "The Stockholder's
Agreement." The Master Supply Agreement establishes a strategic relationship between the Company and D.R. Horton for the supply
of developed lots following completion of the merger. Under the Master Supply Agreement, the Company will, and D.R. Horton may,
present lot development opportunities that it desires to develop to the other party, subject to certain exceptions. The parties will
collaborate with respect to such opportunities and, if they elect to develop such opportunities, D.R. Horton will have a right of first
refusal to acquire some or all of the lots developed by the Company, as set forth in the Master Supply Agreement, on market terms as
determined by the parties. For more information, see the section entitled "The Master Supply Agreement."

Q:
What will I receive in the merger?

A:
If the merger is completed, each share of common stock, par value $1.00 per share, of Forestar ("Forestar common stock") will be
converted into the right to receive, either

�
an amount in cash equal to $17.75 (the "cash consideration"), or

�
one new share of Forestar common stock (the "stock consideration"),

in each case at the election of the applicable Forestar stockholder, subject to proration procedures applicable to oversubscription and
undersubscription for the cash consideration described below,

iv
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which, as described below, may result in a Forestar stockholder not receiving the form of merger consideration that such stockholder
elects. We refer to the cash consideration and the stock consideration as the "merger consideration."

The Company will not issue any fractional shares of Forestar common stock in the merger, and the paying agent will round amounts of
the cash consideration and the stock consideration, as provided in the Merger Agreement.

The Merger Agreement provides that the aggregate cash consideration is fixed at $558,256,373 (which we refer to as the "cash
component").

Each Forestar stockholder may elect to receive the cash consideration or the stock consideration, or, to the extent the stockholder holds
multiple shares, a combination of the two (for example, a Forestar stockholder who holds 100 shares of Forestar common stock could
make a cash election with respect to 50 shares and a stock election with respect to the other 50 shares), in exchange for shares of
Forestar common stock. Please note that Forestar stockholders will not be receiving any interest in D.R. Horton or D.R. Horton's
common stock in connection with the merger or the other transactions described in this proxy statement/prospectus.

Q:
Will Forestar stockholders receive the form of consideration they elect?

A:
A Forestar stockholder may not receive the form of consideration that such stockholder elects in the merger. The proration and
adjustment procedures in the Merger Agreement will result, regardless of the elections made, in the aggregate cash consideration being
equal to the cash component (i.e., $558,256,373). Accordingly, the number of shares of Forestar common stock to be converted into
the right to receive the cash consideration (which we refer to as the "cash conversion number") will be determined by dividing the cash
component by the per share cash consideration (resulting in a cash conversion number of 31,451,063), and the balance of the shares
will be converted into the right to receive the stock consideration. Pursuant to proration and adjustment procedures in the Merger
Agreement, if the number of shares of Forestar common stock for which a cash election has been made exceeds the cash conversion
number, a pro rata portion of all those shares for which a cash election has been made will instead be converted into the right to
receive the stock consideration. Similarly, if the number of shares of Forestar common stock for which a cash election has been made
is less than the cash conversion number, a pro rata portion of all the shares of Forestar common stock for which a stock election has
been made will instead be converted into the right to receive the cash consideration. In each case, outstanding shares of Forestar
common stock with respect to which no election has been made (i.e., "non-election" shares) will be converted to the undersubscribed
form of merger consideration first. To the extent there is an increase, if any, in the number of outstanding shares of Forestar common
stock between the date of the Merger Agreement and the effective time of the merger (to the extent permitted by the Merger
Agreement), the aggregate number of shares issued as stock consideration will be increased accordingly, but the aggregate amount of
the cash component will not change. The allocation of the consideration payable to Forestar stockholders in the merger will not be
known until the results of the merger consideration elections made by Forestar stockholders are tallied, which will not occur until near
the closing of the merger. See the section entitled "The Merger Agreement�Merger Consideration."

Q:
How will Forestar stockholders make their election to receive either the cash consideration or the stock consideration in the
merger?

A:
An election form has been mailed to each holder of record of Forestar common stock as of the record date for the special meeting
together with this proxy statement/prospectus. The election deadline is expected to be 5:00 p.m. New York time on the date that is six
business days before the expected closing date of the merger (which we refer to as the "closing date"). Forestar will use

v
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reasonable best efforts to make an election form available to each Forestar stockholder who requests such form before the election
deadline. Each Forestar stockholder should complete and return the election form, together with any Forestar stock certificate(s) (or a
properly completed notice of guaranteed delivery), or, in the case of uncertificated shares, all additional documents specified in the
instructions included with the election form.

If you own shares of Forestar common stock in "street name" through a bank, broker or other nominee and you wish to make an
election, you should seek instructions from the bank, broker or other nominee holding your shares concerning how to make an
election. If the paying agent does not receive the election form, together with any Forestar stock certificate(s) (or a properly completed
notice of guaranteed delivery) or, in the case of uncertificated shares, all additional documents specified in the instructions included
with the election form, by the election deadline, you will be treated as though you did not make an election.

You may change your election by delivering a later dated election form before the election deadline. You may revoke your election by
written notice of revocation before the election deadline.

None of Forestar, the Board or D.R. Horton makes any recommendation about whether any Forestar stockholder should make
an election to receive the cash consideration, the stock consideration or, if electing for multiple shares, a combination of the
two, or no election. Each holder of shares of Forestar common stock must make his or her own decision about whether to make
an election and, if so, what election to make.

Q:
What happens if a Forestar stockholder does not make a valid election to receive either the cash consideration or the stock
consideration?

A:
If the paying agent does not receive a properly completed election form from a Forestar stockholder, together with any Forestar stock
certificate(s) (or a properly completed notice of guaranteed delivery) or, in the case of uncertificated shares, all additional documents
specified in the instructions included with the election form, by the election deadline specified in the instructions included with the
election form, such stockholder's shares of Forestar common stock will be considered "non-election" shares and will be converted into
the right to receive the stock consideration or the cash consideration according to the allocation procedures specified in the Merger
Agreement. Generally, in the event one form of merger consideration (i.e., cash or new shares of Forestar common stock) is
undersubscribed, shares of Forestar common stock for which no election was validly made will be allocated to that form of merger
consideration pursuant to the proration and adjustment procedures. Although electing one form of merger consideration will not
guarantee that you will receive that form of merger consideration for all of your shares of Forestar common stock, in the event
proration is necessary, electing shares will be allocated the undersubscribed form of merger consideration only after such form of
merger consideration is allocated to "non-election" shares.

Q:
What will happen to Forestar's outstanding equity awards?

A:
For information regarding the treatment of Forestar's outstanding equity awards, see the section entitled "The Merger
Agreement�Treatment of Forestar Equity Awards."

Q:
What is included in these materials?

A:
These materials include:

�
this proxy statement/prospectus for the special meeting,

�
a proxy card (enclosed with this proxy statement/prospectus),

vi
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�
an election form (enclosed with this proxy statement/prospectus),

�
a copy of the Merger Agreement (attached as Annex A to this proxy statement/prospectus),

�
a copy of the Stockholder's Agreement (attached as Annex B to this proxy statement/prospectus),

�
a copy of the Master Supply Agreement (attached as Annex C to this proxy statement/prospectus),

�
the written opinion of JMP Securities LLC (attached as Annex D to this proxy statement/prospectus), and

�
the full text of Section 262 of the Delaware General Corporation Law (attached as Annex E to this proxy
statement/prospectus).

Q:
Where and when is the special meeting?

A:
The special meeting will take place at 9:00 a.m. (Central time), on October 3, 2017 at 6300 Bee Cave Road, Building Two, Suite 500,
Austin, Texas 78746.

Q:
What proposals will be voted on at the special meeting?

A:
There are three proposals scheduled to be voted on at the special meeting:

�
the proposal to adopt the Merger Agreement;

�
the proposal to approve, on a non-binding advisory basis, specified compensation that may be paid or become payable to
Forestar's named executive officers in connection with the merger; and

�
the proposal to approve the adjournment of the special meeting, if necessary or appropriate, including to solicit additional
proxies if there are insufficient votes at the time of the special meeting to approve the proposal to adopt the Merger
Agreement.

Q:
What is the Forestar board of directors' voting recommendation?

A:
The Board recommends that you vote your shares:

�
"FOR" the proposal to adopt the Merger Agreement;

�
"FOR" the approval, on a non-binding advisory basis, of specified compensation that may be paid or become payable to
Forestar's named executive officers in connection with the merger; and
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�
"FOR" the proposal regarding adjournment of the special meeting.

For a discussion of the factors that the Board considered in determining to recommend the adoption of the Merger Agreement, please
see the section entitled "The Merger�Recommendation of the Forestar Board of Directors and Reasons for the Merger." In addition,
in considering the recommendation of the Board with respect to the Merger Agreement, you should be aware that some of our
directors and executive officers have interests that may be different from, or in addition to, the interests of Forestar stockholders
generally. For a discussion of these interests, please see the section entitled "The Merger�Interests of Forestar's Directors and
Executive Officers in the Merger."

vii
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Q:
Who is entitled to vote at the special meeting?

A:
All shares of Forestar common stock owned by you as of the record date, which is the close of business on August 21, 2017, may be
voted by you. You may cast one vote per share of Forestar common stock that you held on the record date. These shares include shares
that are:

�
held directly in your name as the stockholder of record; and

�
held for you as the beneficial owner through a broker, bank or other nominee.

On the record date, there were 41,934,751 shares of Forestar common stock issued and outstanding.

Q:
What is the difference between holding shares as a stockholder of record and as a beneficial owner?

A:
Many of our stockholders hold their shares through a broker, bank or other nominee rather than directly in their own name. As
summarized below, there are some differences between shares held of record and those owned beneficially.

Stockholders of Record.    If your shares of Forestar common stock are registered directly in your name with Forestar's transfer agent,
Computershare, you are considered the stockholder of record with respect to those shares, and this proxy statement/prospectus was
sent directly to you by Forestar. As the stockholder of record, you have the right to grant your voting proxy directly to certain officers
of Forestar or to vote in person at the special meeting.

Beneficial Owner.    If your shares of Forestar common stock are held in an account at a broker, bank or other nominee, like many of
our stockholders, you are considered the beneficial owner of shares held in street name, and this proxy statement/prospectus was
forwarded to you by that organization. As the beneficial owner, you have the right to direct your broker, bank or other nominee how to
vote your shares, and you are also invited to attend the special meeting, although only your broker, bank or other nominee will have
the right to vote your shares at the special meeting, and only to the extent you have previously instructed it to do so.

Q:
What must I do if I want to attend the special meeting in person?

A:
Attendance at the special meeting is limited to individuals who were Forestar stockholders as of the record date. Registration and
seating will begin at 8:30 a.m. (Central time). Each stockholder will be asked to present proof of identification, such as a driver's
license or passport, prior to admission to the special meeting. Beneficial owners of shares held in "street name" will need to bring
proof of share ownership as of the record date, such as a bank or brokerage firm account statement or a letter from the intermediary
holding your shares. Cameras, recording devices and other electronic devices will not be permitted at the special meeting.

Q:
If I am a stockholder of record of shares of Forestar common stock, how do I vote?

A:
If you are a stockholder of record, there are four ways you can vote or have your shares voted by submitting a proxy:

�
by submitting a proxy via the internet, at the internet address provided on the proxy card;

�
by submitting a proxy by telephone, by calling 800-690-6903;

�
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by submitting a proxy by mail, by completing, signing and dating the proxy card and returning it in the enclosed
postage-paid envelope; or

�
by voting in person at the special meeting.
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Q:
If I am a beneficial owner of shares of Forestar common stock held in street name, how do I vote?

A:
If you are a beneficial owner of shares of Forestar common stock held in street name, you will receive instructions from the holder of
record as to how to vote your shares. You must follow the instructions of the holder of record in order for your shares to be voted.
Telephone and internet voting also will be offered to stockholders owning shares through certain banks and brokers. If your shares are
not registered in your own name and you plan to vote your shares in person at the special meeting, you should contact your broker,
bank or other nominee to obtain a "legal proxy" or broker's proxy card and bring it to the special meeting in order to vote. Please note
that if you hold your shares through broker, bank or other nominee, such nominee cannot vote your shares unless you have given your
nominee specific instructions as to how to vote. In order for your vote to be counted, please make sure that you submit your vote to
your broker, bank or other nominee.

Q:
Will my shares of Forestar common stock held in "street name" or another form of record ownership be combined for voting
purposes with shares I hold of record?

A:
No. Because any shares of Forestar common stock you may hold in "street name" will be deemed to be held by a different stockholder
of record than any shares of Forestar common stock you hold of record, any shares held in "street name" will not be combined for
voting purposes with shares you hold of record. Similarly, if you own shares in various registered forms, such as jointly with your
spouse, as trustee of a trust or as custodian for a minor, you will receive, and will need to sign and return, a separate proxy card or
submit a proxy separately by telephone or internet with respect to those shares because they are held in a different form of record
ownership. Shares of Forestar common stock held by a corporation or business entity must be voted by an authorized officer of the
entity. Shares of Forestar common stock held in an individual retirement account must be voted under the rules governing such
account.

Q:
What is the quorum requirement for the special meeting?

A:
A quorum is necessary to hold a valid special meeting. A quorum exists if the holders of a majority of Forestar common stock issued
and outstanding and entitled to vote at the special meeting are present in person or represented by proxy. If a quorum is not present at
the special meeting, the special meeting may be adjourned or postponed from time to time until a quorum is obtained.

If you submit a proxy but fail to provide voting instructions or abstain on any of the proposals listed on the proxy card, your shares
will be counted for the purpose of determining whether a quorum is present at the special meeting.

If your shares are held in "street name" by your broker, bank or other nominee and you do not instruct the nominee how to vote your
shares, these shares will not be counted for purposes of determining whether a quorum is present for the transaction of business at the
special meeting.

Q:
What happens if I do not give specific voting instructions?

A:
Stockholders of Record.    If you are a Forestar stockholder of record and you submit a signed proxy card or submit your proxy by
telephone or the internet, but do not specify how you want to vote your shares on a particular proposal, then the proxy holders will
vote your shares in accordance with the recommendations of the Board on all matters presented in this proxy statement/prospectus.

Beneficial Owners.    If you are a beneficial owner of shares of Forestar common stock held in "street name," under the rules of the
New York Stock Exchange (which we refer to as the "NYSE") the broker, bank or other nominee that holds your shares may generally
vote on routine matters but cannot vote without instructions on non-routine matters. The proposals to (i) adopt
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the Merger Agreement, (ii) approve, on a non-binding advisory basis, specified compensation that may be paid or become payable to
Forestar's named executive officers in connection with the merger and (iii) approve the adjournment of the special meeting, if
necessary or appropriate, including to solicit additional proxies, are considered non-routine matters under applicable rules. If the
broker, bank or other nominee that holds your shares does not receive instructions from you on how to vote your shares on a
non-routine matter, the broker, bank or other nominee that holds your shares will inform the representative counting votes that it does
not have the authority to vote on this matter with respect to your shares. This is generally referred to as a "broker non-vote." Therefore,
we urge you to give voting instructions to your broker, bank or other nominee. Shares represented by such "broker non-votes" will not
be counted in determining whether there is a quorum. A "broker non-vote" will have the same effect as a vote "AGAINST" the
proposal to adopt the Merger Agreement.

Q:
What is the voting requirement to approve each of the proposals?

A:
Adoption of the Merger Agreement requires Forestar stockholders holding a majority of the shares of Forestar common stock
outstanding at the close of business on the record date for the special meeting to vote "FOR" the proposal to adopt the Merger
Agreement. A failure to vote your shares of Forestar common stock or an abstention from voting will have the same effect as a vote
"AGAINST" the proposal to adopt the Merger Agreement. If your shares are held in "street name" by your broker, bank or other
nominee and you do not instruct the broker, bank or other nominee how to vote your shares, a "broker non-vote" will arise and will
have the same effect as a vote "AGAINST" the proposal to adopt the Merger Agreement.

The approval, on a non-binding advisory basis, of the proposal regarding specified compensation that may be paid or become payable
to Forestar's named executive officers in connection with the merger requires the affirmative vote of a majority of the votes cast at the
special meeting at which a quorum is present. Assuming a quorum is present at the special meeting, failure to vote your shares of
Forestar common stock, an abstention from voting or a "broker non-vote" will have no effect on this proposal.

The affirmative vote of a majority of the votes cast at the special meeting, whether or not a quorum is present, is required to approve
the proposal to approve the adjournment of the special meeting, if necessary or appropriate. A failure to vote your shares of Forestar
common stock, an abstention from voting or a "broker non-vote" will have no effect on this proposal.

Q:
How do Forestar's directors and executive officers intend to vote?

A:
We currently expect that Forestar's directors and executive officers will vote their shares of Forestar common stock in favor of the
proposal to adopt the Merger Agreement and the other proposals to be considered at the special meeting, although they have no
obligation to do so.

Q:
What effects will the merger have on Forestar?

A:
Forestar common stock is currently registered under the Exchange Act and is listed on the NYSE under the symbol "FOR." Following
completion of the merger, the Company will remain a public company, and shares of Forestar common stock will continue to be
registered under the Exchange Act, as well as listed and traded on the NYSE.

Q:
When is the merger expected to be completed?

A:
We and D.R. Horton are working toward completing the merger as quickly as possible. We cannot be certain when or if the conditions
to the merger will be satisfied (or, to the extent permitted, waived). The merger cannot be completed until the conditions to closing are
satisfied (or, to the
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extent permitted, waived), including the adoption of the Merger Agreement by Forestar stockholders. Assuming timely satisfaction of
the closing conditions, we currently expect to complete the merger in the fourth quarter of 2017.

Q:
What happens if the merger is not completed?

A:
If the Merger Agreement is not adopted by Forestar stockholders, or if the merger is not completed for any other reason, Forestar
stockholders will not receive any payment for their shares of Forestar common stock in connection with the merger. Upon a
termination of the Merger Agreement prior to consummation of the merger, under certain circumstances, we will be required to pay
D.R. Horton a termination fee of $20 million. In addition, under certain circumstances, we will be required to reimburse D.R. Horton
for up to $4 million of its transaction expenses. See the section entitled "The Merger Agreement�Termination."

Q:
What will happen if stockholders do not approve, on a non-binding advisory basis, the proposal on specified compensation that
may be paid or become payable to Forestar's named executive officers in connection with the merger?

A:
The inclusion of this proposal is required by the SEC rules; however, the approval of this proposal is not a condition to the completion
of the merger and the vote on this proposal is an advisory vote and will not be binding on Forestar or D.R. Horton. If the Merger
Agreement is adopted by Forestar stockholders and the merger is completed, the merger-related compensation may be paid to
Forestar's named executive officers even if stockholders fail to approve this proposal.

Q:
Can I revoke my proxy or change my vote?

A:
Yes. You may revoke or change your proxy for any reason by:

�
providing a written notice that is received before the meeting to Forestar's Corporate Secretary, Matthew S. Stark, at Forestar
Group Inc., 6300 Bee Cave Road, Building Two, Suite 500, Austin, Texas 78746;

�
delivering a valid, later-dated proxy either by telephone or online (your last delivery before the meeting begins will be
counted); or

�
if you are a registered stockholder (or if you hold your shares in "street name" and have a proper legal proxy from your
broker), attending the special meeting and voting in person.

Please note that simply attending the special meeting in person will not cause your previously granted proxy to be revoked. Shares
held in "street name" may be voted in person by you at the special meeting only if you obtain a signed "legal proxy" from the
stockholder of record giving you the right to vote the shares.

Q:
What happens if I do not vote or if I abstain from voting on the proposals?

A:
The requisite number of shares to approve the proposal to adopt the Merger Agreement is based on the total number of shares of
Forestar common stock outstanding on the record date, not just the shares that are voted. If you do not vote or abstain from voting on
the proposal to adopt the Merger Agreement, it will have the same effect as a vote "AGAINST" the proposal to adopt the Merger
Agreement and will have no effect on the non-binding advisory proposal to approve specified compensation that may be paid or
become payable to Forestar's named executive officers in connection with the merger and the proposal regarding adjournment of the
special meeting.
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Q:
What happens if I sell my shares of Forestar common stock before completion of the merger?

A:
In order to receive the merger consideration, you must hold your shares of Forestar common stock through completion of the merger.
Consequently, if you transfer your shares of Forestar common stock before completion of the merger, you will have transferred your
right to receive the merger consideration in the merger.

The record date for stockholders entitled to vote at the special meeting is earlier than the consummation of the merger. If you transfer
your shares of Forestar common stock after the record date but before the closing of the merger, you will have the right to vote at the
special meeting but will have transferred your right to receive the merger consideration in the merger.

Q:
Should I send in my stock certificates or other evidence of ownership now?

A:
No. Please do not send any Forestar stock certificates with your proxy. You should submit your Forestar stock certificates, if any, with
your election form to the address specified in the instructions received with your election form. Any Forestar stockholder who has not
submitted their physical stock certificate(s), if any, with an election form will be sent materials after completion of the merger with
detailed written instructions for exchanging their shares of Forestar common stock evidenced by stock certificates for the merger
consideration. If your shares of Forestar common stock are held in "street name" by your broker, bank or other nominee, you may
receive instructions from your broker, bank or other nominee as to what action, if any, you need to take in order to effect the surrender
of your "street name" shares in exchange for the merger consideration. See the section entitled "The Merger Agreement�Exchange of
Shares; Elections as to Form of Consideration."

Q:
If I do not know where my stock certificates are, how will I get the merger consideration for my shares?

A:
The election form includes the procedures that you must follow if you cannot locate your stock certificates, including an affidavit that
you will need to sign attesting to the loss of your stock certificates. You may also be required to post a bond as indemnity against any
potential loss.

Q:
Am I entitled to exercise dissenters' or appraisal rights instead of receiving the merger consideration for my shares of Forestar
common stock?

A:
Yes. In order to exercise your appraisal rights, you must follow the requirements set forth in Section 262 of the Delaware General
Corporation Law (which we refer to as the "DGCL"). Under Delaware law, if the merger is completed, Forestar stockholders who do
not vote in favor of adopting the Merger Agreement and who meet the other requirements set forth in Section 262 of the DGCL will
have the right to receive payment of the fair value of their shares of Forestar common stock as determined by the Delaware Court of
Chancery, exclusive of any element of value arising from the accomplishment or expectation of the merger, together with interest to be
paid on the amount determined to be fair value as determined by the court (subject, in the case of interest payments, to any voluntary
cash payments made by the surviving entity pursuant to subsection (h) of Section 262 of the DGCL). Your appraisal rights are subject
to a number of restrictions and technical requirements (including minimum aggregate share requirements for stockholders seeking
appraisal). Appraisal rights will only be available to Forestar stockholders that deliver to Forestar a written demand for appraisal of
their shares prior to the special meeting, do not vote in favor of the proposal to adopt the Merger Agreement, hold their shares
continuously through the effective time of the merger, do not submit their shares for payment of the merger consideration (or make an
election to receive the cash consideration or the stock consideration), and otherwise comply with the statutory procedures and
requirements set forth in Section 262 of the DGCL, which are summarized in this proxy statement/prospectus. The amount determined
by
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the Delaware Court of Chancery to be the fair value of Forestar stock as of the effective time of the merger could be more than, the
same as, or less than the merger consideration a stockholder would be entitled to receive under the terms of the Merger Agreement. A
summary of Section 262 of the DGCL can be found, along with additional information about appraisal rights, in the section entitled
"The Merger�Appraisal Rights." The discussion of appraisal rights contained in this proxy statement/prospectus is not a full summary
of the law pertaining to appraisal rights under the DGCL and is qualified in its entirety by the full text of Section 262 of the DGCL that
is attached as Annex E to this proxy statement/prospectus. Because of the complexity of the DGCL relating to appraisal rights, if you
are considering exercising your appraisal rights, we encourage you to seek the advice of your own legal counsel.

Q:
Will I be subject to U.S. federal income tax upon the exchange of Forestar common stock for cash pursuant to the merger?

A:
If you are a U.S. Holder (as defined in the section entitled "U.S. Federal Income Tax Consequences of the Merger"), whether you will
be required to recognize gain or loss for U.S. federal income tax purposes pursuant to the merger will depend on whether you receive
new shares of Forestar common stock, cash or a combination thereof in exchange for your existing Forestar common stock. If you
receive solely new shares of Forestar common stock, you generally will not recognize gain or loss pursuant to the merger. If you
receive solely cash, you generally will recognize gain or loss in an amount equal to the difference, if any, between such cash and your
adjusted tax basis in your existing shares of Forestar common stock surrendered in exchange therefor. If you receive a combination of
new shares of Forestar common stock and cash pursuant to the merger, you generally will (i) not recognize gain or loss on the receipt
of the new shares of Forestar common stock pursuant to the merger, and (ii) recognize gain or loss on the receipt of cash pursuant to
the merger in an amount equal to the difference, if any, between such cash and your adjusted tax basis in your existing shares of
Forestar common stock surrendered in exchange therefore. A Non-U.S. Holder (as defined in the section entitled "U.S. Federal Income
Tax Consequences of the Merger") generally will not be subject to U.S. federal income tax with respect to the exchange of existing
shares of Forestar common stock for merger consideration in the merger unless such Non-U.S. Holder exceeds certain ownership
levels in Forestar or has certain connections to the United States. Because your particular circumstances may differ, you should consult
your tax advisor to determine the U.S. federal income tax consequences relating to the merger in light of your particular circumstances
and any consequences arising under the laws of any state, local or foreign taxing jurisdiction. A more complete discussion of U.S.
federal income tax consequences of the merger is provided in the section entitled "U.S. Federal Income Tax Consequences of the
Merger."

Q:
What does it mean if I get more than one proxy card?

A:
If your shares of Forestar common stock are registered differently or are held in more than one account, you will receive more than
one proxy or voting instruction form. Please complete and return all of the proxy cards you receive (or submit each of your proxies by
telephone or the internet, if available to you) to ensure that all of your shares of Forestar common stock are voted.

Q:
How many copies should I receive if I share an address with another stockholder?

A:
Some banks, brokers and other nominee record holders may participate in the practice of "householding" proxy statements, annual
reports and notices of internet availability of proxy materials. This means that a single set of our proxy materials may have been sent to
multiple stockholders in your household. We will promptly deliver a separate copy of our proxy materials to you if you write or call
our Corporate Secretary, Matthew S. Stark, at Forestar Group Inc., 6300 Bee Cave Road, Building Two, Suite 500, Austin,
Texas 78746, telephone: (512) 433-5200.
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Q:
Who will count the vote?

A:
A representative of Broadridge Financial Solutions, Inc. will tabulate the votes.

Q:
Who will solicit and bear the cost of soliciting votes for the special meeting?

A:
Forestar will pay the entire cost of preparing, assembling, printing, mailing and distributing these proxy materials. In addition to the
mailing of these proxy materials, the solicitation of proxies or votes may be made in person, by telephone or by electronic and
facsimile transmission by our directors, officers and employees, who will not receive any additional compensation for such solicitation
activities. Forestar has engaged D. F. King & Co., Inc. (which we refer to as "D. F. King") to assist in the solicitation of proxies for the
special meeting. Forestar estimates that it will pay D. F. King a fee of approximately $20,000, plus reimbursement of certain expenses.
In addition, Forestar may reimburse its transfer agent, brokerage firms and other persons representing beneficial owners of shares of
Forestar common stock for their expenses in forwarding solicitation material to such beneficial owners.

Q:
Where can I find the voting results of the special meeting?

A:
Forestar will announce preliminary voting results at the special meeting and publish preliminary, or final results if available, in a
Current Report on Form 8-K filed with the SEC within four business days after the special meeting.

Q:
Where can I find more information about Forestar?

A:
You can find more information about us from various sources described in the section entitled "Where You Can Find More
Information."

Q:
Who can help answer my other questions?

A:
If you have more questions about the merger, or require assistance in submitting your proxy or voting your shares or need additional
copies of the proxy statement/prospectus or the enclosed proxy card, please contact D. F. King, which is acting as the proxy
solicitation agent and information agent for Forestar in connection with the merger, or Forestar.

48 Wall Street
New York, New York 10005

Banks and brokers may call: 212-269-5550
Stockholders may call toll free: 800-290-6431

forestar@dfking.com

or

Forestar Group Inc.
6300 Bee Cave Road

Building Two, Suite 500
Austin, Texas 78746

Attention: Matthew S. Stark
(512) 433-5200
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 SUMMARY

This summary highlights selected information contained in this proxy statement/prospectus and does not contain all the information that
may be important to you. Forestar and D.R. Horton urge you to read carefully this proxy statement/prospectus in its entirety, including the
annexes. Additionally, important information, which Forestar and D.R. Horton also urge you to read, is contained in the documents
incorporated by reference into this proxy statement/prospectus. See the section entitled "Where You Can Find More Information." Unless stated
otherwise, all references in this proxy statement/prospectus to Forestar are to Forestar Group Inc., all references to D.R. Horton are to D.R.
Horton, Inc., all references to Merger Sub are to Force Merger Sub, Inc. and all references to the Merger Agreement are to the Agreement and
Plan of Merger, dated as of June 29, 2017, as it may be amended from time to time, among D.R. Horton, Merger Sub and Forestar, a copy of
which is attached as Annex A to this proxy statement/prospectus and incorporated by reference herein.

Parties Involved in the Merger (page 109)

Forestar Group Inc.

        Forestar Group Inc., which we refer to as "Forestar," the "Company," "we," "us," or "our," is a residential and mixed-use real estate
development company. As of June 30, 2017, in our core community development business we own, directly or through ventures, interests in 48
residential and mixed-use projects comprised of 4,400 acres of real estate located in 10 states and 14 markets. In addition, we own interests in
various other assets that have been identified as non-core that we are divesting opportunistically over time. In the first six months of 2017, we
had revenues of $50.3 million and net income of $22.6 million. Forestar's principal executive offices are located at 6300 Bee Cave Road,
Building Two, Suite 500, Austin, Texas 78746, and our telephone number is (512) 433-5200.

        Forestar is a Delaware corporation and Forestar common stock, par value $1.00 per share, trades on the NYSE under the symbol "FOR."

        Additional information about Forestar is contained in our public filings, which are incorporated by reference herein. See the section entitled
"Where You Can Find More Information."

D.R. Horton, Inc.

        D.R. Horton, Inc., which we refer to as "D.R. Horton," is the largest homebuilding company in the United States as measured by number of
homes closed and revenues. Founded in 1978 in Fort Worth, Texas, D.R. Horton constructs and sells homes through its operating divisions in 79
markets in 26 states, under the names of D.R. Horton, America's Builder, Emerald Homes, Express Homes, Freedom Homes and Pacific Ridge
Homes. During the twelve months ended June 30, 2017, D.R. Horton closed 44,833 homes, which is 59% more than its next largest competitor
based on publicly reported information as of July 27, 2017. In addition, during this same twelve month period, D.R. Horton made investments in
land, lots and land development in excess of $3.5 billion. D.R. Horton also provides mortgage financing and title services for homebuyers
through its mortgage and title subsidiaries. D.R. Horton's principal executive offices are located at 1341 Horton Circle, Arlington, Texas 76011,
and its telephone number is (817) 390-8200.

        Additional information about D.R. Horton is contained in its public filings, which are not incorporated by reference herein. D.R. Horton's
public filings can be found on the "Investor Relations" page of D.R. Horton's website, www.drhorton.com, under "Financial Information." D.R.
Horton's public filings are also available to the public on the SEC's website at www.sec.gov, and the public may read and copy documents filed
by D.R. Horton at the SEC's public reference room located at 100 F Street NE, Washington, D.C. 20549. Further information on the operation of
the public reference room can be obtained by calling the SEC at 1-800-SEC-0330.

1

Edgar Filing: Forestar Group Inc. - Form 424B3

23



Table of Contents

Force Merger Sub, Inc.

        Force Merger Sub, Inc., which we refer to as "Merger Sub," is a newly formed Delaware corporation and a wholly owned subsidiary of
D.R. Horton. Merger Sub was formed in connection with the merger.

The Merger (page 26)

        At the special meeting, you will be asked to consider and vote upon a proposal to adopt the Agreement and Plan of Merger, dated as of
June 29, 2017, as it may be amended from time to time (the "Merger Agreement") among D.R. Horton, Merger Sub and Forestar. Pursuant to the
Merger Agreement, Merger Sub will merge with and into Forestar (the "merger") and Forestar will continue as the surviving entity following the
merger. Each share of Forestar common stock issued and outstanding immediately prior to the effective time of the merger (except for shares of
Forestar common stock that are held by Forestar as treasury shares or by Forestar or D.R. Horton or their respective subsidiaries or that are
dissenting shares) will be converted into the right to receive, at the election of the holders of such shares of Forestar common stock, either the
cash consideration or the stock consideration, subject to proration procedures applicable to oversubscription and undersubscription for the cash
consideration. Following the effective time of the merger, as a result of the merger, D.R. Horton will own approximately 75% of Forestar
common stock and Forestar stockholders immediately prior to the merger will own approximately 25% of Forestar common stock. Because
Merger Sub will have no material assets or liabilities at the effective time of the merger, we do not consider the merger to be a significant
business combination for accounting and presentation purposes.

Consideration to be Received in the Merger (page 81)

        If the merger is completed, each share of Forestar common stock will be converted into the right to receive, either

�
an amount in cash equal to $17.75 (the "cash consideration"), or

�
one new share of Forestar common stock (the "stock consideration),

in each case at the election of the applicable Forestar stockholder, subject to proration procedures applicable to oversubscription and
undersubscription for the cash consideration described below, which, as described below, may result in a Forestar stockholder not receiving the
form of merger consideration that such stockholder elects.

        The Company will not issue any fractional shares of Forestar common stock in the merger, and the paying agent will round amounts of the
cash consideration and the stock consideration, as provided in the Merger Agreement.

        The Merger Agreement provides that the aggregate cash consideration is fixed at $558,256,373 (the "cash component").

        Each Forestar stockholder may elect to receive the cash consideration or the stock consideration, or, to the extent the stockholder holds
multiple shares, a combination of the two (for example, a Forestar stockholder who holds 100 shares of Forestar common stock could make a
cash election with respect to 50 shares and a stock election with respect to the other 50 shares), in exchange for shares of Forestar common
stock. Please note that Forestar stockholders will not be receiving any interest in D.R. Horton or D.R. Horton's common stock in connection with
the merger or the other transactions described in this proxy statement/prospectus.

2

Edgar Filing: Forestar Group Inc. - Form 424B3

24



Table of Contents

Proration Procedures (page 82)

        A Forestar stockholder may not receive the form of consideration that such stockholder elects in the merger. The proration and adjustment
procedures in the Merger Agreement will result, regardless of the elections made, in the aggregate cash consideration being equal to the cash
component (i.e., $558,256,373). Accordingly, the number of shares of Forestar common stock to be converted into the right to receive the cash
consideration (the "cash conversion number") will be determined by dividing the cash component by the per share cash consideration (resulting
in a cash conversion number of 31,451,063), and the balance of the shares will be converted into the right to receive the stock consideration.
Pursuant to proration and adjustment procedures in the Merger Agreement, if the number of shares of Forestar common stock for which a cash
election has been made exceeds the cash conversion number, a pro rata portion of all those shares for which a cash election has been made will
instead be converted into the right to receive the stock consideration. Similarly, if the number of shares of Forestar common stock for which a
cash election has been made is less than the cash conversion number, a pro rata portion of all the shares of Forestar common stock for which a
stock election has been made will instead be converted into the right to receive the cash consideration. In each case, outstanding shares of
Forestar common stock with respect to which no election has been made will be converted to the undersubscribed form of merger consideration
first. The allocation of the consideration payable to Forestar stockholders in the merger will not be known until the results of the merger
consideration elections made by Forestar stockholders are tallied, which will not occur until near the closing of the merger. See the section
entitled "The Merger Agreement�Merger Consideration."

Election Procedures (page 83)

        An election form has been mailed to each holder of record of Forestar common stock as of the record date for the special meeting together
with this proxy statement/prospectus. The election deadline is expected to be 5:00 p.m. New York time on the date that is six business days
before the expected closing date of the merger (the "closing date"). Forestar will use reasonable best efforts to make an election form available to
each Forestar stockholder who requests such form before the election deadline. Each Forestar stockholder should complete and return the
election form, together with any Forestar stock certificate(s) (or a properly completed notice of guaranteed delivery) or, in the case of
uncertificated shares, all additional documents specified in the instructions included with the election form.

        If you own shares of Forestar common stock in "street name" through a bank, broker or other nominee and you wish to make an election,
you should seek instructions from the bank, broker or other nominee holding your shares concerning how to make an election. If the paying
agent does not receive the election form, together with any Forestar stock certificate(s) (or a properly completed notice of guaranteed delivery)
or, in the case of uncertificated shares, all additional documents specified in the instructions included with the election form, by the election
deadline, you will be treated as though you did not make an election.

        You may change your election by delivering a later dated election form before the election deadline. You may revoke your election by
written notice of revocation before the election deadline.

None of Forestar, the Board or D.R. Horton makes any recommendation about whether any Forestar stockholder should make an
election to receive the cash consideration, the stock consideration or, if electing for multiple shares, a combination of the two, or no
election. Each holder of shares of Forestar common stock must make his or her own decision about whether to make an election and, if
so, what election to make.
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The Special Meeting (page 110)

        The special meeting will be held on October 3, 2017, at 9:00 a.m. (Central time), at 6300 Bee Cave Road, Building Two, Suite 500, Austin,
Texas 78746.

Record Date and Quorum (page 111)

        Only Forestar stockholders of record as of the close of business on August 21, 2017 are entitled to notice of the special meeting and to vote
at the special meeting or at any adjournment or postponement thereof.

        The presence at the special meeting, in person or by proxy, of the holders of record of a majority of Forestar common stock outstanding at
the close of business on the record date will constitute a quorum, permitting Forestar to conduct its business at the special meeting.

Required Vote (page 111)

        Each share of Forestar common stock outstanding at the close of business on the record date is entitled to one vote at the special meeting.

        For Forestar to complete the merger, Forestar stockholders holding a majority of the shares of Forestar common stock outstanding at the
close of business on the record date must vote "FOR" the proposal to adopt the Merger Agreement. A failure to vote your shares of Forestar
common stock or an abstention from voting for the proposal to adopt the Merger Agreement will have the same effect as a vote "AGAINST" the
proposal to adopt the Merger Agreement.

        The approval, on a non-binding advisory basis, of the proposal regarding specified compensation that may be paid or become payable to
Forestar's named executive officers in connection with the merger requires the affirmative vote of a majority of the votes cast at the special
meeting at which a quorum is present. Assuming a quorum is present, a failure to vote your shares of Forestar common stock, an abstention from
voting or a "broker non-vote" will have no effect on this proposal.

        The affirmative vote of a majority of the votes cast at the special meeting, whether or not a quorum is present, is required to approve the
proposal to approve the adjournment of the special meeting, if necessary or appropriate. A failure to vote your shares of Forestar common stock,
an abstention from voting or a "broker non-vote" will have no effect on this proposal.

        As of the record date, there were 41,934,751 shares of Forestar common stock outstanding.

        We currently expect that Forestar's directors and executive officers will vote their shares of Forestar common stock, representing
approximately 3.03% of the outstanding shares of Forestar common stock, in favor of the proposal to adopt the Merger Agreement and the other
proposals to be considered at the special meeting, although they have no obligation to do so.

Conditions to Completion of the Merger (page 95)

        The following are some of the conditions that must be satisfied or, where permitted by law, waived before each party is required to
consummate the merger:

�
no applicable law, temporary restraining order, injunction or other judgment, order or decree of a governmental entity shall
be in effect which has the effect of prohibiting the consummation of the merger or making consummation of the merger
illegal;

�
the adoption of the Merger Agreement by the affirmative vote of the holders of a majority of the outstanding shares of
Forestar common stock (which we refer to as the "Company stockholder approval");
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�
the accuracy of the representations and warranties of Forestar, on the one hand, and D.R. Horton and Merger Sub, on the
other hand, in the Merger Agreement, subject in some instances to materiality, material adverse effect or other qualifiers, as
of the date of the Merger Agreement and as of the closing date of the merger;

�
the performance or compliance in all material respects by Forestar, on the one hand, and D.R. Horton and Merger Sub, on
the other hand, of their respective obligations required to be performed or complied with by them under the Merger
Agreement at or prior to the closing date of the merger;

�
the number of dissenting shares representing less than 20% of the shares of Forestar common stock outstanding immediately
prior to the closing;

�
the effectiveness of the registration statement of which this proxy statement/prospectus is a part and such registration
statement not being the subject of any stop order or proceedings seeking a stop order;

�
the new shares of Forestar common stock to be issued in the merger shall have been approved for listing on the NYSE,
subject to official notice of issuance; and

�
the absence of a "Company material adverse effect" since the date of the Merger Agreement.

        While it currently is anticipated that the merger will be completed in the fourth quarter of 2017, there can be no assurance that such
conditions will be satisfied in a timely manner or at all, or that an effect, event, development or change will not transpire that could delay or
prevent these conditions from being satisfied.

When the Merger Becomes Effective (page 81)

        The respective obligations of the parties to complete the merger are subject to the adoption of the Merger Agreement by Forestar
stockholders and the satisfaction or waiver of the other closing conditions. The Merger Agreement provides that the closing of the merger is to
occur on the third business day after the satisfaction or waiver of the last of the closing conditions set forth in the Merger Agreement, unless
another date is agreed to in writing by Forestar and D.R. Horton.

Recommendation of the Forestar Board of Directors and Reasons for the Merger (page 47)

        The Board unanimously recommends that the stockholders of Forestar vote "FOR" the proposal to adopt the Merger Agreement. For a
description of the reasons considered by the Board in deciding to recommend the adoption of the Merger Agreement, see the section entitled
"The Merger�Recommendation of the Forestar Board of Directors and Reasons for the Merger."

Opinion of Forestar's Financial Advisor (page 51)

        In connection with the merger, the Board received a written opinion, dated June 28, 2017, from JMP Securities LLC (which we refer to as
"JMP") as to the fairness, from a financial point of view and as of the date of the opinion, to holders of Forestar common stock (other than D.R.
Horton and its affiliates) of the aggregate merger consideration to be received by such holders in the merger.

The full text of JMP's written opinion, which is attached to this proxy statement/prospectus as Annex D, sets forth the assumptions
made, procedures followed, matters considered and limitations on the review undertaken. JMP's opinion was provided to the Board (in
its capacity as such) in connection with its consideration of the merger. JMP's opinion did not address the underlying decision of
Forestar to proceed with or effect the merger or the relative merits of the merger as compared to any alternative strategy or transaction
that might exist for Forestar (including, without limitation, the previously proposed Starwood merger). JMP's opinion does not
constitute a recommendation as to how
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the Board or any stockholder should act or vote with respect to the merger or any other matter, including whether any stockholder
should elect to receive either the cash consideration or the stock consideration or make no election. Forestar stockholders are urged to
read carefully JMP's opinion in its entirety.

        For a more complete description, please see the section of this proxy statement/prospectus entitled "The Merger�Opinion of Forestar's
Financial Advisor."

Treatment of Forestar Equity Awards (page 85)

        The Merger Agreement provides that each equity incentive compensation award denominated in shares of Forestar common stock (which
we refer to as an "equity award") that is outstanding immediately prior to the effective time of the merger will be cancelled as of the effective
time. In exchange for such cancellation, the holders of equity awards will receive from Forestar the cash consideration for each share of Forestar
common stock underlying the equity award (plus payment in cash, without interest, of all accrued dividend equivalents, if any, with respect
thereto and, in the case of equity awards that are stock options, less the aggregate exercise or strike price thereunder, but not less than $0),
whether or not such equity award was vested as of the effective time of the merger, with such payment subject to applicable tax withholding.

        With respect to any equity award that is a market-leveraged stock unit, the number of shares of Forestar common stock subject to such
equity awards will be determined according to the terms set forth in the applicable award agreements, with the vesting date fair market value (as
used in such agreements) equal to the sum of the cash consideration and reinvested dividends (as defined in such agreement).

        Such payments with respect to the equity awards will be made as soon as practicable, and in any event within 10 business days, after the
closing of the merger.

Interests of Forestar's Directors and Executive Officers in the Merger (page 63)

        You should be aware that Forestar's directors and executive officers have interests in the merger that are different from, or in addition to,
the interests of Forestar stockholders generally. These interests are described in more detail in the section entitled "The Merger�Interests of
Forestar's Directors and Executive Officers in the Merger." The Board was aware of these interests and considered them, among other matters,
in approving the merger and in making its recommendations that Forestar stockholders adopt the Merger Agreement. These interests include the
following, among others:

�
the accelerated vesting, cancellation and cash-out of equity awards;

�
a cash retention incentive award for current executive officers;

�
the entitlement of the current executive officers to receive severance benefits under their respective change in
control/severance agreements upon a qualifying termination of employment following completion of the merger (and, in the
case of Mr. Grimm, to receive the benefits that would have been provided under such agreement in those circumstances had
his employment with Forestar not already terminated); and

�
continued indemnification and directors' and officers' liability insurance to be provided by the surviving entity.

Financing (page 75)

        D.R. Horton and Merger Sub have represented to Forestar that D.R. Horton will have sufficient funds at the closing of the merger to pay all
cash amounts required to be paid by D.R. Horton and Merger Sub under the Merger Agreement.
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        D.R. Horton anticipates that the funds needed to close the merger will be funded through cash on hand and other immediately available
capital.

        The consummation of the merger is not subject to any financing conditions.

U.S. Federal Income Tax Consequences of the Merger (page 76)

        If you are a U.S. Holder (as defined in the section entitled "U.S. Federal Income Tax Consequences of the Merger"), whether you will be
required to recognize gain or loss for U.S. federal income tax purposes pursuant to the merger will depend on whether you receive new shares of
Forestar common stock, cash or a combination thereof in exchange for your existing Forestar common stock. If you receive solely new shares of
Forestar common stock, you generally will not recognize gain or loss pursuant to the merger. If you receive solely cash, you generally will
recognize gain or loss in an amount equal to the difference, if any, between such cash and your adjusted tax basis in your existing shares of
Forestar common stock surrendered in exchange therefor. If you receive a combination of new shares of Forestar common stock and cash
pursuant to the merger, you generally will (i) not recognize gain or loss on the receipt of the new shares of Forestar common stock pursuant to
the merger, and (ii) recognize gain or loss on the receipt of cash pursuant to the merger in an amount equal to the difference, if any, between
such cash and your adjusted tax basis in your existing shares of Forestar common stock surrendered in exchange therefore. A Non-U.S. Holder
(as defined in the section entitled "U.S. Federal Income Tax Consequences of the Merger") generally will not be subject to U.S. federal income
tax with respect to the exchange of existing shares of Forestar common stock for merger consideration in the merger unless such Non-U.S.
Holder exceeds certain ownership levels in Forestar or has certain connections to the United States.

        Because your particular circumstances may differ, you should consult your tax advisor to determine the U.S. federal income tax
consequences relating to the merger in light of your particular circumstances and any consequences arising under the laws of any state, local or
foreign taxing jurisdiction. A more complete discussion of U.S. federal income tax consequences of the merger is provided in the section entitled
"U.S. Federal Income Tax Consequences of the Merger."

Regulatory Matters (page 70)

        We are not aware of any material U.S. federal, state or foreign regulatory requirements or approvals that are required for the execution of
the Merger Agreement or the completion of the merger, other than the filing of a Certificate of Merger with respect to the merger with, and the
acceptance of such Certificate of Merger for record by, the Secretary of State of the State of Delaware.

Appraisal Rights (page 70)

        Under Delaware law, you are entitled to appraisal rights in connection with the merger, in lieu of the merger consideration.

        If you comply with the requirements of Section 262 of the DGCL, you will have the right under Delaware law to receive, in lieu of the
merger consideration, the fair value of your shares of Forestar common stock as determined by the Delaware Court of Chancery, exclusive of
any element of value arising from the accomplishment or expectation of the merger, together with interest to be paid on the amount determined
to be fair value as determined by the court (subject, in the case of interest payments, to any voluntary cash payments made by the surviving
entity pursuant to subsection (h) of Section 262 of the DGCL). The amount determined by the Delaware Court of Chancery to be the fair value
of Forestar common stock as of the effective time of the merger could be more than, the same as or less than the merger consideration a
stockholder would be entitled to receive under the terms of the Merger Agreement. Your appraisal rights are subject to a number of restrictions
and technical requirements (including minimum aggregate share requirements for stockholders seeking appraisal).
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Generally, in order to perfect your appraisal rights, you must, among other things, comply with the following procedures:

�
prior to the vote on the merger proposal at the special meeting, you must deliver to Forestar a written demand for appraisal
of your shares that complies with the applicable statutory requirements;

�
you must not vote "FOR" the proposal to adopt the Merger Agreement, approving the transactions contemplated thereby,
including the merger, either by proxy or in person, at the special meeting;

�
you must continue to hold your shares through the effective time of the merger;

�
if the proposal to adopt the Merger Agreement is approved at the special meeting, you must not submit your shares for
payment of the merger consideration or otherwise make an election to receive the cash consideration or the stock
consideration; and

�
within 120 days of the effective time of the merger, you must file a petition in the Court of Chancery of the State of
Delaware, requesting a determination of the fair value of your shares of Forestar common stock as of the effective time of
the merger.

        Merely voting against the merger proposal will not perfect your appraisal rights. If you hold your shares in "street name," you must instruct
your broker or other nominee to take action in strict compliance with the DGCL to exercise your appraisal rights. Requirements under Delaware
law for exercising appraisal rights are described in further detail in the section entitled "The Merger�Appraisal Rights." The discussion of
appraisal rights contained in this proxy statement/prospectus is not a full summary of the law pertaining to appraisal rights under the DGCL and
is qualified in its entirety by the full text of Section 262 of the DGCL regarding appraisal rights available to stockholders of Delaware
corporations in certain mergers and consolidations that is reproduced and attached as Annex E to this proxy statement/prospectus. If you wish to
avail yourself of your appraisal rights, you should consult your legal advisor due to the complexity of the appraisal process. Your failure to
follow exactly the procedures specified under the DGCL will result in the loss of your appraisal rights.

Non-Solicitation; Takeover Proposals (page 90)

        Except as expressly permitted by the Merger Agreement, Forestar has agreed that it shall, and shall cause each of its subsidiaries and its and
their respective directors, officers, employees, auditors, attorneys financial advisors and other agents (referred to as "representatives") to
(i) immediately cease and terminate all existing activities, discussions or negotiations with any person with respect to an acquisition proposal, as
described in the section entitled "The Merger Agreement�Non-Solicitation; Acquisition Proposals," (ii) cease providing information with respect
to Forestar, its subsidiaries or any acquisition proposal, (iii) terminate access to physical or electronic data rooms for such persons, (iv) request
that persons in possession of confidential information about Forestar, furnished by Forestar in connection with previous discussions, to destroy
such information, and (v) not, directly or indirectly:

�
solicit, request, initiate or knowingly facilitate or encourage any proposal, offer or inquiry that constitutes or could
reasonably be expected to lead to an acquisition proposal;

�
participate in discussions with, furnish any information to, or afford access to the business of Forestar to, any third persons
in connection with an acquisition proposal;

�
grant any waiver or release under or fail to enforce any standstill or similar agreement with respect to any class of equity
securities of Forestar or any of its subsidiaries, unless the Board decides that the failure to grant such waiver or release
would be inconsistent with its fiduciary duties;
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�
approve any third person becoming an "interested stockholder" under Section 203 of the DGCL;

�
enter into any agreement in principle, letter of intent or other agreement relating to an acquisition proposal; or

�
propose publicly to do any of the foregoing,

as described in the section entitled "The Merger Agreement�Non-Solicitation; Acquisition Proposals."

        Under the Merger Agreement, generally, the Board may not: (i) withdraw, modify, or propose publicly or resolve to withhold or modify, in
any manner adverse to D.R. Horton or Merger Sub, the Board's recommendation that the Forestar stockholders vote in favor of the proposal to
adopt the Merger Agreement (referred to as a "change in Company recommendation"), (ii) adopt, approve, authorize, recommend or declare
advisable any acquisition proposal, (iii) take or fail to take any formal action or make or fail to make any public statement in connection with a
tender or exchange offer, other than a recommendation against such offer or a "stop, look and listen" communication by the Board to Forestar
stockholders pursuant to Rule 14d-9(f) promulgated under the Exchange Act or (iv) enter into an agreement relating to an acquisition proposal.

        However, prior to receipt of Company stockholder approval, the Board, in certain circumstances and subject to certain limitations set forth
in the Merger Agreement, may, (i) make a change in Company recommendation in connection with an acquisition proposal that constitutes a
"superior proposal" or in connection with an intervening event that was not known to or reasonably foreseeable by the Board as of the date of the
Merger Agreement, or (ii) cause Forestar to terminate the Merger Agreement in order to enter into a definitive agreement relating to an
acquisition proposal that constitutes a "superior proposal," in each case as more fully described in the section entitled "The Merger
Agreement�Non-Solicitation; Acquisition Proposals," and in each case, subject to specified notice obligations to D.R. Horton and specified
obligations to negotiate and consider in good faith any revisions proposed by D.R. Horton to the Merger Agreement, as more fully described in
the section entitled "The Merger Agreement�Non-Solicitation; Acquisition Proposals�Notice of Acquisition Proposal."

Termination (page 97)

        The Merger Agreement may be terminated and the merger may be abandoned at any time prior to the effective time of the merger:

�
by mutual written agreement of Forestar and D.R. Horton;

�
by either Forestar or D.R. Horton:

�
if the effective time shall not have occurred by 5:00 p.m. (Eastern Time) on January 25, 2018 (referred to as the
"outside date"); provided, however, that the right to terminate the Merger Agreement on this basis shall not be
available to any party whose failure to fulfill any covenant contained in the Merger Agreement has been a
principal cause of the failure of the effective time to have occurred by such date;

�
if any judgment shall have become final that permanently restrains, prior to the closing, the consummation of the
merger; provided that the party terminating the Merger Agreement shall have used its reasonable best efforts to
resist such judgment, and shall have complied in all material respects with the covenant requiring reasonable best
efforts in obtaining requisite approvals by applicable governmental entities or other third parties;

�
if the Company stockholder approval shall not have been obtained at the special meeting; or
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�
by Forestar:

�
if there shall have been a material breach by D.R. Horton or Merger Sub of any of its representations, warranties or
covenants set forth in the Merger Agreement, such that either of the conditions relating to the truth and correctness
of D.R. Horton's representations and warranties and D.R. Horton's performance of all of its obligations would not
be satisfied, which breach is incapable of being cured by the outside date or is not cured within 10 business days
after D.R. Horton receives written notice of such breach from Forestar;

�
at any time prior to obtaining the Company stockholder approval, in order to enter into a definitive, written
agreement for a superior proposal, and prior to or concurrently with such termination, Forestar pays to D.R.
Horton the Company termination fee, as described below under "�Termination Fee; Expense Reimbursement."

�
by D.R. Horton:

�
at any time prior to the closing, if there shall have been a material breach by Forestar of any of its representations,
warranties or covenants set forth in the Merger Agreement, such that either of the conditions relating to the truth
and correctness of Forestar's representations and warranties and Forestar's performance of all of its obligations
would not be satisfied, which breach is incapable of being cured by the outside date or is not cured by Forestar
within 10 business days after Forestar receives written notice of such breach from D.R. Horton or Merger Sub; or

�
at any time prior to obtaining the Company stockholder approval, if the Board shall effect a change in Company
recommendation or fail to publicly reaffirm the Board's recommendation within 10 business days after D.R.
Horton or Merger Sub so requests in writing.

Termination Fee; Expense Reimbursement (page 98)

        If the Merger Agreement is terminated in specified circumstances, Forestar will be required to pay D.R. Horton a termination fee of
$20 million (which we refer to as the "Company termination fee").

        Forestar will be required to pay the Company termination fee if the Merger Agreement is terminated:

�
by Forestar, in order to enter into a definitive, written agreement for a superior proposal;

�
by D.R. Horton, if the Board effects a change in Company recommendation or fails to reaffirm the Board's recommendation
within 10 business days after D.R. Horton or Merger Sub so requests; or

�
(i) (A) by either D.R. Horton or Forestar, if the merger has not closed by the outside date, (B) by either D.R. Horton or
Forestar, if the Company stockholder approval has not been obtained, or (C) by D.R. Horton, if there has been a material
breach by Forestar of any of its representations, warranties or covenants, (ii) there has been publicly disclosed or proposed
an acquisition proposal that remains outstanding as of the date of termination of the Merger Agreement, and (iii) if within
12 months after such termination, Forestar enters into a definitive agreement with respect to an acquisition proposal
(provided that references to "15%" in the definition of "acquisition proposal" shall be deemed to be references to "50%").

        If the Merger Agreement is terminated:

�
by either party if the Company stockholder approval is not been obtained; or
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�
by D.R. Horton if there has been a material breach by Forestar of any of its representations, warranties or covenants such
that certain conditions are not satisfied,

then Forestar shall reimburse D.R. Horton for its actual and reasonable out-of-pocket expenses in an amount not to exceed $4,000,000. In no
event shall Forestar be required to reimburse D.R. Horton's expenses on more than one occasion and in no event shall the sum of the amount
reimbursed and Company termination fee payable by Forestar exceed the amount of the Company termination fee.

The Stockholder's Agreement (page 100)

        In connection with the execution of the Merger Agreement, Forestar and D.R. Horton entered into the Stockholder's Agreement, dated as of
June 29, 2017, which will become effective at the effective time of the merger. The Stockholder's Agreement establishes, among other things,
certain rights of the Company and D.R. Horton concerning the corporate governance of the Company following completion of the merger,
restrictions on transfers and acquisitions of new shares of Forestar common stock held by D.R. Horton and its affiliates, preemptive rights and
registration rights for new shares of Forestar common stock, and allocation of corporate opportunities between the Company and D.R. Horton.
For more information, see the section entitled "The Stockholder's Agreement."

The Master Supply Agreement (page 107)

        In connection with the execution of the Merger Agreement, Forestar and D.R. Horton entered into the Master Supply Agreement, dated as
of June 29, 2017, which will become effective at the effective time of the merger. The Master Supply Agreement establishes a strategic
relationship between the Company and D.R. Horton for the supply of developed lots following completion of the merger. Under the Master
Supply Agreement, the Company will, and D.R. Horton may, present lot development opportunities that it desires to develop to the other party,
subject to certain exceptions. The parties will collaborate with respect to such opportunities and, if they elect to develop such opportunities, D.R.
Horton will have a right of first refusal to acquire some or all of the lots developed by the Company, as set forth in the Master Supply
Agreement, on market terms as determined by the parties. For more information, see the section entitled "The Master Supply Agreement."

11

Edgar Filing: Forestar Group Inc. - Form 424B3

35



Table of Contents

 SELECTED HISTORICAL FINANCIAL DATA OF FORESTAR

        The selected historical consolidated financial data of Forestar for each of the years ended December 31, 2016, 2015 and 2014 and as of
December 31, 2016 and 2015 have been derived from Forestar's audited consolidated financial statements and related notes thereto contained in
Forestar's Annual Report on Form 10-K for the year ended December 31, 2016, which is incorporated by reference into this proxy
statement/prospectus. The financial data for each of the six month periods ended June 30, 2017 and June 30, 2016 and as of June 30, 2017 have
been derived from Forestar's unaudited interim consolidated financial statements and related notes thereto contained in Forestar's Quarterly
Report on Form 10-Q for the quarter ended June 30, 2017, which is incorporated by reference into this proxy statement/prospectus.

        The information set forth below is only a summary and is not necessarily indicative of the results of future operations of Forestar, and you
should read the following information together with (i) Forestar's audited consolidated financial statements, the related notes thereto and
"Management's Discussion and Analysis of Financial Condition and Results of Operations" contained in Forestar's Annual Report on Form 10-K
for the year ended December 31, 2016, which is incorporated by reference herein, (ii) Forestar's unaudited interim consolidated financial
statements, the related notes thereto and "Management's Discussion and Analysis of Financial Condition and Results of Operations" contained in
Forestar's Quarterly Report on Form 10-Q for the quarter ended June 30, 2017, which is incorporated by reference herein and (iii) Forestar's
unaudited interim consolidated financial statements, the related notes thereto and "Management's Discussion and Analysis of Financial
Condition and Results of Operations" contained in Forestar's Quarterly Report on Form 10-Q for the quarter ended March 31, 2017, which is
incorporated by reference herein. For more information, see the section entitled "Where You Can Find More Information."
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Six Months Ended
June 30, Year Ended December 31,

2017 2016 2016 2015 2014 2013 2012
(in thousands, except per share amounts)

Revenues:
Real estate $ 48,744 $ 82,479 $ 190,273 $ 202,830 $ 213,112 $ 248,011 $ 120,115
Mineral resources 1,502 2,419 5,076 9,094 15,690 21,419 34,086
Other 74 712 1,965 6,652 9,362 10,721 8,256

             
Total revenues $ 50,320 $ 85,610 $ 197,314 $ 218,576 $ 238,164 $ 280,151 $ 162,457

              
        
              
Segment earnings (loss):
Real estate(a) $ 22,018 $ 93,514 $ 121,420 $ 67,678 $ 96,906 $ 68,454 $ 53,582
Mineral resources 37,468 1,486 3,327 4,230 9,116 14,815 29,190
Other (691) (778) (4,625) (608) 5,499 6,507 29

              
Total segment earnings 58,795 94,222 120,122 71,300 111,521 89,776 82,801
Items not allocated to segments:
General and administrative expense(b) (31,577) (9,487) (18,274) (24,802) (21,229) (20,597) (25,176)
Share-based compensation and long-term
incentive compensation expense (2,343) (1,956) (4,425) (4,474) (3,417) (16,809) (14,929)
Gain on sale of assets(c) 28,049 � 48,891 � � � 16
Interest expense (4,401) (14,557) (19,985) (34,066) (30,286) (20,004) (19,363)
Loss on extinguishment of debt, net(d) � (35,864) (35,864) � � � �
Other corporate non-operating income 595 225 350 256 453 119 191

             
Income from continuing operations before
taxes attributable to Forestar Group Inc. 49,118 32,583 90,815 8,214 57,042 32,485 23,540
Income tax expense(e) (28,139) (17,081) (15,302) (35,131) (20,850) (5,780) (9,016)

              
Net income (loss) from continuing operations
attributable to Forestar Group Inc. 20,979 15,502 75,513 (26,917) 36,192 26,705 14,524
Income (loss) from discontinued operations, net
of taxes(e)(f) 1,647 (10,264) (16,865) (186,130) (19,609) 2,616 (1,582)

             
Net income (loss) attributable to Forestar
Group Inc. $ 22,626 $ 5,238 $ 58,648 $ (213,047) $ 16,583 $ 29,321 $ 12,942

              
        
              
Net income (loss) per diluted share:
Continuing operations $ 0.49 $ 0.37 $ 1.78 $ (0.79) $ 0.83 $ 0.73 $ 0.41
Discontinued operations $ 0.04 $ (0.24) $ (0.40) $ (5.43) $ (0.45) $ 0.07 $ (0.05)

              
Net income (loss) per diluted share $ 0.53 $ 0.13 $ 1.38 $ (6.22) $ 0.38 $ 0.80 $ 0.36

             
        
             
Average diluted shares outstanding(g) 42,454 42,372 42,334 34,266 43,596 36,813 35,482
At period end:(h)
Assets $ 768,119 $ 681,833 $ 733,208 $ 972,246 $ 1,247,606 $ 1,168,027 $ 917,869
Debt 113,368 114,185 110,358 381,515 422,151 353,282 293,498
Noncontrolling interest 1,455 2,127 1,467 2,515 2,540 5,552 4,059
Forestar Group Inc. shareholders' equity 584,306 504,903 560,651 501,600 707,202 709,845 529,488
Ratio of total debt to total capitalization 16% 18% 16% 43% 37% 33% 35%

(a)
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Real estate segment earnings (loss) includes gain on sale of assets of $117,856,000 in 2016, $1,585,000 in 2015, $25,981,000 in 2014 and $25,273,000
in 2012. Segment earnings also includes non-cash impairments of $56,453,000 in 2016, $1,044,000 in 2015, $399,000 in 2014 and $1,790,000 in 2013.
Real estate segment earnings (loss) also include the effects of net (income) loss attributable to noncontrolling interests.

(b)
In the six months ended June 30, 2017, General and administrative expense includes a $20,000,000 termination fee related to terminating the Starwood
merger agreement and entering into the D.R. Horton Merger Agreement and $4,070,000 in professional fees and other costs associated with the
proposed transactions. General and administrative expense includes severance-related charges of $3,314,000 in 2015 and $6,323,000 in costs associated
with our acquisition of Credo in 2012.

(c)
Gain on sale of assets in the six months ended June 30, 2017 and in 2016 represents gains in accordance with our key initiatives to divest non-core
timberland and undeveloped land.

(d)
Loss on extinguishment of debt, net is related to retirement of $225,245,000 of our 8.5% Senior Secured Notes due 2022 and $5,000,000 of our 3.75%
of Convertible Senior Notes due 2020 in 2016.
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(e)
In 2015, income tax expense from continuing and discontinued operations includes an expense of $97,068,000 for valuation allowance on a portion of
our deferred tax asset that was determined to be more likely than not to be unrealizable. In 2013, income tax expense includes a benefit from
recognition of $6,326,000 of previously unrecognized tax benefits upon lapse of the statute of limitations for a previously reserved tax position.

(f)
Income (loss) from discontinued operations includes non-cash impairment charges of $612,000 in 2016, $163,029,000 in 2015, $32,665,000 in 2014
and $473,000 in 2013 related to proved properties and unproved leasehold interests related to our non-core oil and gas working interests. Income (loss)
from discontinued operations also includes losses of $13,664,000 in 2016 and $706,000 in 2015 and gains of $8,526,000 in 2014 associated with sale of
working interest oil and gas properties.

(g)
Our 2015 weighted average diluted shares outstanding excludes the dilutive effect of equity awards and 7,857,000 shares issuable upon settlement of
the prepaid stock purchase contract component of our 6.00% tangible equity units, due to our net loss attributable to Forestar Group Inc.

(h)
Data as of June 30, 2016 have been derived from Forestar's unaudited interim consolidated financial statements and related notes thereto contained in
Forestar's Quarterly Report on Form 10-Q for the quarter ended June 30, 2016, which is not incorporated by reference into this proxy
statement/prospectus.
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 MARKET PRICES AND DIVIDEND DATA

        Forestar common stock is traded on the NYSE under the symbol "FOR."

        As of the close of business on the record date for the special meeting, there were 41,934,751 shares of Forestar common stock outstanding
and entitled to vote, held by approximately 2,593 holders of record of Forestar common stock. The following table sets forth during the periods
indicated the high and low sales prices of Forestar common stock as reported on the NYSE for the periods indicated:

Quarter Trade High Trade Low
Q1 2015 $ 16.15 $ 12.91
Q2 2015 $ 16.35 $ 13.03
Q3 2015 $ 13.84 $ 11.45
Q4 2015 $ 14.87 $ 10.42
Q1 2016 $ 13.12 $ 7.95
Q2 2016 $ 13.98 $ 11.10
Q3 2016 $ 12.97 $ 11.28
Q4 2016 $ 14.05 $ 10.60
Q1 2017 $ 13.90 $ 12.30
Q2 2017 $ 17.78 $ 13.62
Q3 2017(1) $ 17.58 $ 16.95

(1)
Provided through August 24, 2017

        We have never declared or paid any cash dividends on our common stock. Under our current dividend policy, we intend to retain any future
earnings to support our business. The declaration and payment of any future dividends will be at the discretion of the Board after taking into
account various factors, including without limitation, our financial condition, earnings, capital requirements of our business, the terms of any
credit agreements or indentures to which we may be a party at the time, legal requirements, industry practice, and other factors that the Board
deems relevant. Under the terms of the Merger Agreement, from the date of the Merger Agreement until the earlier of the effective time of the
merger or the termination of the Merger Agreement, we may not declare or pay any dividends on Forestar common stock without D.R. Horton's
written consent.

        The closing sale price of Forestar common stock on June 2, 2017, the last trading day prior to announcement of D.R. Horton's initial
submission of a non-binding proposal, was $14.20, and the closing sale price of Forestar common stock on June 28, 2017, which was the last
trading day prior to announcement of the Merger Agreement, was $17.45 per share. On August 24, 2017, the most recent practicable date before
this proxy statement/prospectus was mailed to our stockholders, the closing price for Forestar common stock was $17.10 per share. No assurance
can be given concerning the market prices of Forestar common stock before the completion of the merger or the market price of Forestar
common stock after the completion of the merger. Immediately following completion of the merger, D.R. Horton will hold approximately 75%
of outstanding shares of Forestar common stock and Forestar stockholders will hold the remaining approximately 25% of the outstanding shares
of Forestar common stock. These percentages are fixed in the Merger Agreement and will not be adjusted for changes in the business, financial
condition or operating results of Forestar or changes in the market price of Forestar common stock. As a result, the stock price of the shares of
Forestar common stock that Forestar stockholders will receive in the merger may vary significantly from the prices set forth above. You are
encouraged to obtain current market quotations for Forestar common stock in connection with voting your existing shares of Forestar common
stock.
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 RISK FACTORS

In addition to the other information included and incorporated by reference in this proxy statement/prospectus, including the matters
addressed in the section entitled "Cautionary Statement Regarding Forward-Looking Statements," you should carefully consider the following
risks before deciding how to vote for the proposals presented in this proxy statement/prospectus. You should also read and consider the other
information in this proxy statement/prospectus and the other documents incorporated by reference in this proxy statement/prospectus. See the
section entitled "Where You Can Find More Information."

Additional risks and uncertainties not presently known to Forestar or D.R. Horton or that are not currently believed to be important to
Forestar stockholders, if they materialize, also may adversely affect the merger and Forestar as the surviving entity in the merger.

 Risks Relating to the Merger

         In the event you receive new shares of Forestar common stock as merger consideration, whether by reason of electing the stock
consideration or as a result of the proration and allocation rules described in this proxy statement/prospectus, the number of new shares of
Forestar common stock you receive will be a fixed number and will not vary based on the market price of existing Forestar common stock
before the effective time of the merger.

        At the effective time of the merger, each existing share of Forestar common stock will be exchanged for either one new share of Forestar
common stock or $17.75 in cash, subject to proration and allocation rules. The dollar value of the new shares of Forestar common stock that
Forestar stockholders receive (whether by electing to receive stock or, even if they have not elected to receive new shares of Forestar common
stock, as a result of proration or allocation rules) as merger consideration at the effective time of the merger will be based upon the market value
of Forestar common stock at such time, which may be different from, and lower than, the closing price of Forestar common stock prior to the
public announcement of the merger or at any time thereafter. The market value of Forestar common stock has ranged from $16.10 to $17.77
during the period from June 22, 2017, the last trading day prior to the issuance by Forestar of a press release relating to a potential transaction
between Forestar and D.R. Horton including cash consideration of $17.75 per share, to August 24, 2017, the last full trading day prior to the date
of this proxy statement/prospectus. Based on these market values, and assuming that approximately 25% of the market value of Forestar
common stock represents the value of the aggregate stock consideration and approximately 75% of the market value of the Forestar common
stock represents the cash component (because those percentages represent the approximate stock/cash mix of the aggregate merger
consideration, in each case, based on the number of outstanding shares of Forestar common stock as of the date of the Merger Agreement), and
assuming no other market or other factors that affect the value of the Forestar common stock after completion of the merger differently from the
effect of such factors on Forestar common stock before completion of the merger, the implied market value of the new shares of Forestar
common stock to be issued in connection with the merger has ranged from $16.51 to $17.77 during this period. Further, the market value of
Forestar common stock will continue to vary in the future due to changes in the business, operations or prospects of Forestar after completion of
the merger, market assessment of the merger, market and economic considerations and other factors. As a result of the foregoing and other
factors, the value of Forestar common stock at the effective time of the merger and at any time thereafter cannot be predicted.

        There will be no adjustment to the stock consideration or the cash consideration, and the parties do not have a right to terminate the Merger
Agreement, solely based upon changes in the market price of Forestar common stock. Forestar stockholders are urged to obtain recent market
quotations for Forestar common stock.
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        The value of a new share of Forestar common stock that you may receive in the merger may be less than the $17.75 cash consideration, and
the trading price of Forestar common stock immediately following the effective time of the merger may be different from, and lower than, the
closing price of Forestar common stock at the time of the first public announcement of the merger or at any time thereafter. See the section
entitled "�Risks Relating to the Company After Completion of the Merger�New shares of Forestar common stock issued in connection with the
merger may have a value that is less than the cash consideration and the value could fluctuate significantly."

         Forestar stockholders may receive merger consideration that is different from that which they elected to receive.

        At the effective time of the merger, each existing share of Forestar common stock will be exchanged for either one new share of Forestar
common stock or $17.75 in cash, subject to proration and allocation rules, such that at the effective time of the merger, D.R. Horton will hold
approximately 75% of Forestar common stock and former Forestar stockholders will hold approximately 25% of Forestar common stock.
Because the cash component is fixed, we cannot assure you that a Forestar stockholder will receive the form of merger consideration that such
stockholder elects to receive with respect to all shares of Forestar common stock held by such stockholder. If elections are made by Forestar
stockholders that would result in an oversubscription of the cash consideration, those electing to receive the cash consideration will have the
cash component of their merger consideration reduced by a pro rata amount and will receive the remainder of their merger consideration in the
form of new shares of Forestar common stock. If elections are made by Forestar stockholders that would result in an oversubscription of the
stock consideration, those electing to receive stock will have the stock component of their merger consideration reduced by a pro rata amount
and will receive the remainder of their merger consideration in the form of cash. Accordingly, even if you make a cash or stock election, there is
a risk that you will receive a portion of the merger consideration in a form that you do not elect, which could result in, among other things, tax
consequences that differ from those that would have resulted had you received only the form of merger consideration you elected (including
with respect to the recognition of taxable gain to the extent cash is received). For more information about the tax consequences, see the section
entitled "U.S. Federal Income Tax Consequences of the Merger."

         None of Forestar, the Board or D.R. Horton makes any recommendation regarding the new shares of Forestar common stock to be
issued in connection with the merger or with respect to whether any Forestar stockholder should make an election to receive cash, new
shares of Forestar common stock or, if electing for multiple shares, a combination of the two, or no election.

        None of Forestar, the Board or D.R. Horton makes any recommendation regarding the new shares of Forestar common stock to be issued in
connection with the merger or as to whether any Forestar stockholder should make an election to receive cash, new shares of Forestar common
stock or, if electing for multiple shares, a combination of the two, or no election. A stockholder's determination to make an election to receive
cash, new shares of Forestar common stock or, if electing for multiple shares, a combination of the two is a purely voluntary decision, and in
certain circumstances, you may receive new shares of Forestar common stock in exchange for some of your existing shares of Forestar common
stock, despite that you elected only cash or did not make any election. The per share value of the new shares of Forestar common stock that you
may receive in the merger may have a value less than the cash consideration, and the trading price of Forestar common stock immediately
following the effective time of the merger may be different from, and lower than, the closing price of Forestar common stock prior to the first
public announcement of the merger or at any time thereafter. See the section entitled "�Risks Relating to the Company After Completion of the
Merger�New shares of Forestar common stock issued in connection with the merger may have a value that is less than the cash consideration
and the value could fluctuate significantly." You should carefully consider all of the
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information included or incorporated in this proxy statement/prospectus, including the risk factors set forth in this section.

         If you deliver shares of Forestar common stock to make an election, you will not be able to sell those shares unless you revoke your
election prior to the election deadline.

        If you are a holder of Forestar common stock and want to elect to receive the cash consideration or stock consideration in the merger, you
will have to deliver your Forestar stock certificate(s), if any, and a properly completed election form by the election deadline. Following the
delivery of a completed election form, you will not be able to transfer such shares unless you revoke your election before the election deadline
by providing written notice to the paying agent. If you do not revoke your election before the election deadline, you will not be able to liquidate
your investment in Forestar common stock for any reason until you receive the merger consideration. In the time between the election deadline
and the closing of the merger, the trading price of Forestar common stock may decrease, and you might otherwise want to sell your shares of
Forestar common stock to gain access to cash, make other investments or reduce the potential for a decrease in the value of your investment. The
date that you will receive your merger consideration depends on the completion date of the merger, which is uncertain. The completion date of
the merger might be later than expected due to events not within the control of Forestar or D.R. Horton.

         Officers and directors of Forestar may have certain interests in the merger that are different from, or in addition to or in conflict with,
interests of Forestar stockholders. These interests may be perceived to have affected their decision to support or approve the merger.

        Forestar's officers and directors may have certain interests in the merger that are different from, or in addition to or in conflict with,
interests of Forestar stockholders. Forestar stockholders should be aware that certain of Forestar's directors and executive officers have
agreements or arrangements that provide them with interests in the merger, including financial interests, that may be different from, or in
addition to, the interests of the other Forestar stockholders. The Board was aware of these interests during its deliberations of the merits of the
merger and in determining to recommend to Forestar stockholders that they vote for the proposal to adopt the Merger Agreement and thereby
approve the transactions contemplated thereby, including the merger. See the section entitled "The Merger�Interests of Forestar's Directors and
Officers in the Merger."

         The Merger Agreement contains provisions that could affect the decisions of a third party considering making an alternative
acquisition proposal to the merger.

        Under the terms of the Merger Agreement, in certain circumstances Forestar may be required to pay to D.R. Horton a termination fee of
$20 million, or to reimburse certain fees of D.R. Horton in connection with termination of the Merger Agreement not to exceed $4 million. In
addition, the Merger Agreement limits the ability of Forestar to initiate, solicit, encourage or facilitate acquisition or merger proposals from a
third party. These provisions could affect the decision by a third party to make a competing acquisition proposal, or the structure, pricing and
terms proposed by a third party seeking to acquire or merge with Forestar. See the sections entitled "The Merger Agreement�Termination" and
"The Merger Agreement�Non-Solicitation; Acquisition Proposals."

         Lawsuits may be filed against Forestar, D.R. Horton, their respective directors or Merger Sub challenging the merger, and an adverse
ruling in such lawsuits may prevent the merger from becoming effective or from becoming effective within the expected timeframe.

        Forestar, D.R. Horton, their respective directors and Merger Sub may be named as defendants in putative class action lawsuits challenging
the proposed merger and seeking, among other things, equitable relief to enjoin consummation of the merger, rescission of the merger and/or
rescissory
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damages. One of the conditions to the closing of the merger is that no temporary restraining order, preliminary or permanent injunction or other
judgment, order or decree entered, enacted, promulgated, enforced or issued by an governmental entity of competent jurisdiction in the United
States or any material foreign jurisdictions shall be and remain in effect prohibiting the consummation of the merger or the other transactions
contemplated by the Merger Agreement, the Stockholder's Agreement or the Master Supply Agreement or making consummation of the merger
illegal. As such, if any such lawsuits are filed and any potential plaintiffs are successful in obtaining at temporary restraining order, preliminary
or permanent injunction or other judgment, order or decree prohibiting the consummation of the merger or the other transactions contemplated
by the Merger Agreement, the Stockholder's Agreement or the Master Supply Agreement or making consummation of the merger illegal, then
such injunction may prevent the merger from being completed or from being completed within the expected timeframe.

         The merger is subject to various closing conditions, and uncertainties related to the merger or the failure to complete the merger could
negatively impact Forestar's business or share price.

        The merger is subject to the satisfaction of a number of conditions beyond Forestar's or D.R. Horton's control, and there is no assurance that
the merger and the respective related transactions will occur on the terms and timeline currently contemplated or at all, or that the conditions to
the merger will be satisfied or waived in a timely manner or at all. Any delay in completing the merger could cause Forestar not to realize, or
delay the realization of, some or all of the benefits that Forestar expects to achieve from the merger. In addition, the efforts to satisfy the closing
conditions of the merger may place a significant burden on Forestar's management and internal resources. Any significant diversion of
management attention away from ongoing business and any difficulties encountered in the merger process could adversely affect Forestar's
business, results of operations and financial condition.

        The Merger Agreement limits Forestar's ability to pursue alternatives to the merger. These restrictions may prevent Forestar from pursuing
attractive business opportunities and making other changes to its business prior to the effective time of the merger or termination of the Merger
Agreement. Forestar could also be subject to litigation related to any failure to complete the merger.

        Uncertainty about the completion and effect of the merger on Forestar or its employees, customers or joint venture partners may have an
adverse effect on Forestar's share price and business, including with respect to customer or joint venture partner uncertainty regarding the
operations of the Company after completion of the merger. These uncertainties may also impair Forestar's ability to preserve employee morale
and attract, retain and motivate key employees until the merger is completed. If key employees depart because of uncertainty about their future
roles and the potential complexities of the merger or a desire not to remain with the business after the completion of the merger, the Company's
business could be harmed.

        If the proposed merger is not completed, the share price of Forestar's common stock may decline to the extent that the current market price
of Forestar common stock reflects an assumption that the merger and related transactions will be completed. In addition, upon termination of the
Merger Agreement, under specified circumstances (including in connection with a superior offer), Forestar may be required to pay a termination
fee of $20 million. Also, if the Merger Agreement is terminated under specified circumstances, Forestar may be required to reimburse D.R.
Horton for its fees and expenses incurred in connection with the Merger Agreement not to exceed $4 million. See the section entitled "�The
Merger Agreement contains provisions that could affect the decisions of a third party considering making an alternative acquisition proposal to
the merger."

        Further, a failed or significantly delayed merger may result in negative publicity and a negative impression of Forestar in the investment
community. Any disruptions to Forestar's business resulting
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from the announcement and pendency of the merger, including any adverse changes in its relationships with its customers, joint venture partners,
vendors, suppliers and employees or recruiting and retention efforts, could continue or accelerate in the event of a failed transaction. There can
be no assurance that Forestar's business, these relationships or its financial condition will not be negatively impacted, as compared to the
condition prior to the announcement of the merger, if the merger is not consummated.

         The projected financial information included in this proxy statement/prospectus is presented for informational purposes only and may
not be an indication of Forestar's financial condition or results of operations before or after completion of the merger.

        The projected financial information contained in this proxy statement/prospectus is presented for informational purposes only based on
various adjustments, assumptions and preliminary estimates and may not be an indication of the Company's financial condition or results of
operations following completion of the merger for several reasons. The projected financial information was prepared during the period prior to
the execution of the Merger Agreement on June 29, 2017 and has not been updated. See the section entitled "The Merger�Projected Financial
Information." The actual financial condition and results of operations of the Company following completion of the merger may not be consistent
with, or evident from, the projected financial information. In addition, the assumptions used in preparing the projected financial information may
not prove to be accurate, and other factors may affect the Company's financial condition or results of operations following completion of the
merger. Any potential decline in the Company's financial condition or results of operations may cause significant variations in the stock price of
the Company after completion of the merger.

         The opinion of Forestar's financial advisor to the Forestar Board was delivered prior to the signing of the Merger Agreement and does
not reflect changes in circumstances since such opinion was delivered.

        The opinion of Forestar's financial advisor to the Board was delivered prior to the signing of the Merger Agreement. Changes in the
operations and prospects of Forestar, general market and economic conditions and other factors that may be beyond the control of Forestar may
significantly alter the value or prices of shares of Forestar common stock by the time the merger is completed. The opinion does not speak as of
the date of this proxy statement/prospectus, as of the time the merger will be completed, or as of any date other than the date of such opinion.

 Risks Relating to the Company After Completion of the Merger

         So long as D.R. Horton controls the Company, other holders of Forestar common stock after completion of the merger will have limited
ability to influence matters requiring stockholder approval, and if you are a holder of Forestar common stock after completion of the merger,
D.R. Horton's interest may conflict with yours.

        Following completion of the merger, D.R. Horton will beneficially own approximately 75% of the Company. As a result, until such time as
D.R. Horton and its controlled affiliates hold shares representing less than a majority of the votes entitled to be cast by the holders of outstanding
Forestar common stock at a stockholder meeting, D.R. Horton generally will have the ability to control the outcome of any matter submitted for
the vote of Company stockholders, except in certain circumstances set forth in the Company's new certificate of incorporation or bylaws. In
addition, under the terms of the Stockholder's Agreement, so long as D.R. Horton or its affiliates own 35% or more of the voting securities of the
Company, the Company may not take certain actions without D.R. Horton's approval, including certain actions with respect to equity issuances,
indebtedness, acquisitions and executive hiring, termination and compensation. See "The Stockholder's Agreement�Approval Rights."
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        In addition, pursuant to the Stockholder's Agreement, the Company will be subject to certain requirements and limitations regarding the
composition of the Board. However, many of those requirements and limitations expire 15 months after the effective time of the merger.
Thereafter, for so long as D.R. Horton and its controlled affiliates hold shares of Forestar common stock representing at least a majority of the
votes entitled to be cast by the holders of Forestar common stock at a stockholder meeting, D.R. Horton will be able to nominate and elect all the
members of the Board, subject to a requirement that D.R. Horton and the Company use reasonable best efforts to cause at least three directors
qualify as "independent directors," as such term is defined in the NYSE listing rules, and applicable law. The directors elected by D.R. Horton
will have the authority to make decisions affecting the capital structure of the Company, including the issuance of additional capital stock or
options, the incurrence of additional indebtedness, the implementation of stock repurchase programs and the declaration of dividends.

        The interests of D.R. Horton may not coincide with the interests of the other Company stockholders, and the other Company stockholders
will not have received any interest in D.R. Horton or D.R. Horton's common stock in connection with the merger or the other transactions
described herein. The business, financial and operating policies of Forestar in effect prior to the effective time of the merger may not continue
following the effective time of the merger. D.R. Horton's ability, subject to the limitations in the Stockholder's Agreement and the Company's
new certificate of incorporation and bylaws, to control matters submitted to the Company's stockholders for approval will limit the ability of
other stockholders to influence corporate matters, and the Company may take actions that its stockholders do not view as beneficial. In such
circumstances, the market price of Forestar common stock could be adversely affected. In addition, the existence of a controlling stockholder of
the Company may have the effect of making it more difficult for a third party to acquire, or discouraging a third party from seeking to acquire,
the Company. A third party would be required to negotiate any such transaction with D.R. Horton, and the interests of D.R. Horton with respect
to such transaction may be different from the interests of other Company stockholders. See the sections entitled "Comparison of Rights of
Stockholders Before and After the Merger" and "Control and Management of the Company After the Merger."

        Subject to limitations in the Stockholder's Agreement and the Company's new certificate of incorporation, as will be in effect at the
effective time of the merger, that limit D.R. Horton's ability to take advantage of certain corporate opportunities, D.R. Horton is not restricted
from competing with the Company or otherwise taking for itself or its other affiliates certain corporate opportunities that may be attractive to the
Company.

         The rights of Forestar stockholders will be different before and after completion of the merger.

        The rights of Forestar stockholders who receive new shares of Forestar common stock in the merger will be governed by the Second
Amended and Restated Certificate of Incorporation (which we refer to as the "new charter") and Second Amended and Restated Bylaws (which
we refer to as the "new bylaws") of the Company. As a result, there will be material differences between the current rights of Forestar
stockholders and the rights they can expect to have as stockholders following completion of the merger. You should carefully review the forms
of the Company's new charter and new bylaws to be in effect following completion of the merger, copies of which are attached as Exhibits A
and B, respectively, to Annex A to this proxy statement/prospectus. By becoming a holder of new shares of Forestar common stock issued in
connection with the merger, Forestar stockholders are deemed to have notice of and to have consented to the provisions of the Company's new
charter and new bylaws, including with respect to the provisions that are described above and elsewhere in this proxy statement/prospectus,
including in the sections entitled "Comparison of Rights of Stockholders Before and After the Merger" and "Control and Management of the
Company After the Merger."
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         New shares of Forestar common stock issued in connection with the merger may have a value that is less than the cash consideration,
and the value could fluctuate significantly.

        The new shares of Forestar common stock for which Forestar stockholders may make an election in the merger may have a value that
differs from the cash consideration of $17.75 per existing share of Forestar common stock. No third-party appraisal or other determination of
value was requested or obtained by the Board with respect to the value of the new shares of Forestar common stock to be issued in connection
with the merger. Accordingly, holders of existing shares of Forestar common stock who receive new shares of Forestar common stock, whether
by reason of electing stock or as a result of the proration and allocation rules described in this proxy statement/prospectus, instead of the cash
consideration of $17.75 per share, in connection with the merger will be subject to the risk that the per share value of the new shares of Forestar
common stock may be less than the amount of the cash consideration, and the trading price of new shares of Forestar common stock
immediately following the effective time of the merger may be different from, and lower than, the closing price of existing shares of Forestar
common stock at the time of the first public announcement of the merger or at any time thereafter. In addition, the value of new shares of
Forestar common stock could fluctuate significantly for many reasons, including:

�
the risks described in this proxy statement/prospectus;

�
the Company's operating and financial performance and prospects, including based on the implementation of the terms of the
Master Supply Agreement;

�
changes to the competitive landscape;

�
the arrival or departure of key personnel;

�
speculation in the press or the investment community; and

�
general market conditions.

         Any inability to resolve favorably any disputes that may arise between the Company and D.R. Horton may result in a significant
reduction of the Company's revenues and earnings.

        Disputes may arise between D.R. Horton and the Company in a number of areas, including:

�
business combinations involving the Company;

�
sales or dispositions by D.R. Horton of all or any portion of its ownership interest in the Company;

�
performance under the Master Supply Agreement;

�
arrangements with third parties that are exclusionary to D.R. Horton or the Company; and

�
business opportunities that may be attractive to both D.R. Horton and the Company.

        The Company may not be able to resolve any potential conflicts, and even if it does, the resolution may be less favorable than if the
Company were dealing with an unaffiliated party.
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        New agreements may be entered into between the Company and D.R. Horton, including under the Master Supply Agreement, and
agreements the Company enters into with D.R. Horton may be amended upon agreement between the parties. While the Company is controlled
by D.R. Horton, it may not have the leverage to negotiate these agreements, or amendments thereto if required, on terms as favorable to the
Company as those that the Company would negotiate with an unaffiliated third party.
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         D.R. Horton's ability to control the Board may make it difficult for the Company to recruit independent directors.

        For so long as D.R. Horton and its controlled affiliates hold shares of Forestar common stock representing at least a majority of the votes
entitled to be cast by the holders of Forestar common stock at a stockholders' meeting, D.R. Horton will be able to elect all of the members of
the Board, subject to the requirement to nominate one individual from the current Board at the Company's 2018 annual meeting of stockholders.
Further, the interests of D.R. Horton and the Company's other stockholders may diverge. Under these circumstances, persons who might
otherwise accept an invitation to join the Board may decline.

         After completion of the merger, the Company will be a "controlled company" within the meaning of the NYSE rules and, as a result,
may rely on exemptions from certain corporate governance requirements that provide protection to stockholders of companies that are not
"controlled companies."

        Following completion of the merger, D.R. Horton will own more than 50% of the total voting power of Forestar common stock and, as a
result, the Company will be a "controlled company" under the NYSE corporate governance standards. As a controlled company, the Company
will be exempt under the NYSE standards from the obligation to comply with certain NYSE corporate governance requirements, including the
requirements:

�
that a majority of the Board consists of independent directors;

�
that the Company have a nominating and governance committee that is composed entirely of independent directors with a
written charter addressing the committee's purpose and responsibilities;

�
that the Company have a compensation committee that is composed entirely of independent directors with a written charter
addressing the committee's purpose and responsibilities; and

�
that an annual performance evaluation of the nominating and governance committee and compensation committee be
performed.

        If the Company uses the "controlled company" exemptions, holders of Forestar common stock after completion of the merger will not have
the same protection afforded to stockholders of companies that are subject to all of the NYSE corporate governance requirements.

         The Company may not realize potential benefits of the strategic relationship with D.R. Horton, including the transactions contemplated
by the Master Supply Agreement.

        The Master Supply Agreement establishes a strategic relationship between the Company and D.R. Horton for the supply of developed lots
following completion of the merger. Under the Master Supply Agreement, the Company will, and D.R. Horton may, present lot development
opportunities that it desires to develop to the other party, subject to certain exceptions. The parties will collaborate with respect to such
opportunities and, if they elect to develop such opportunities, D.R. Horton will have a right of first refusal to acquire some or all of the lots
developed by the Company, as set forth in the Master Supply Agreement, on market terms as determined by the parties. There are numerous
uncertainties associated the Company's relationship with D.R. Horton, including the risk that the parties will be unable to negotiate mutually
acceptable terms for lot development opportunities and the fact that D.R. Horton is not obligated to present lot development opportunities to the
Company. As a result, the Company may not realize potential benefits of the strategic relationship with D.R. Horton, which may affect the
Company's financial condition or results of operations following completion of the merger. For more information, see the section entitled "The
Master Supply Agreement."
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         D.R. Horton's control of the Company or the strategic relationship between D.R. Horton and the Company may negatively affect the
Company's business relationships with other builder customers.

        So long as D.R. Horton controls the Company or the strategic relationship between D.R. Horton and the Company remains in place, the
Company's business relationships with other builder customers may be negatively affected, including as a result of the risk that such other
builder customers may believe that the Company will favor D.R. Horton over its other customers. In addition, the Company has in the past relied
on builder referrals as a source for land development opportunities, and there is a risk that builders may refer such opportunities to land
developers other than the Company as a result of the Company's close alignment with D.R. Horton.

         An investment in Forestar common stock after completion of the merger may be less liquid than an investment in Forestar common
stock before completion of the merger.

        Forestar common stock after completion of the merger may be less liquid than Forestar common stock before completion of the merger
because (a) the aggregate value of the publicly held Forestar common stock at the effective time of the merger will be substantially less than the
aggregate value of the publicly held Forestar common stock outstanding immediately prior to the merger (as a result of the payment of the cash
consideration), and (b) unlike the publicly held Forestar common stock before completion of the merger, all of the publicly held new Forestar
common stock after completion of the merger will be minority shares of a company controlled by D.R. Horton, which will own
approximately 75% of the equity of the Company following completion of the merger. See "�So long as D.R. Horton controls the Company,
other holders of Forestar common stock after completion of the merger will have limited ability to influence matters requiring stockholder
approval, and if you are a holder of Forestar common stock after completion of the merger, D.R. Horton's interest may conflict with yours."

         Forestar will experience an "ownership change" under Section 382 of the Internal Revenue Code of 1986, as amended (the "Code"),
potentially limiting its use of tax attributes, such as unrealized built-in losses and other tax attributes, to reduce future tax liabilities after
completion of the merger.

        Forestar has substantial unrealized built-in losses and other tax attributes for U.S. federal income tax purposes. The utilization of these tax
attributes following completion of the merger depends on the timing and amount of taxable income earned by the Company in the future, which
Forestar is not able to predict. Moreover, Forestar will experience an "ownership change" under Section 382 of the Code as a result of the
merger, potentially limiting the use of the Company's tax attributes to reduce future tax liabilities for U.S. federal income tax purposes. This
limitation may affect the timing of when these tax attributes may be used which, in turn, may impact the timing and amount of cash taxes
payable by the Company.

 Other Risk Factors of Forestar

        Forestar's business is and will be subject to the risks described above. In addition, Forestar's business is, and will continue to be, subject to
the risks described in Forestar's Annual Report on Form 10-K for the year ended December 31, 2016, as updated by subsequent Quarterly
Reports on Form 10-Q and Current Reports on Form 8-K, all of which (other than information deemed, in accordance with SEC rules, to be
furnished and not filed) are or will be filed with the SEC and incorporated by reference into this proxy statement/prospectus. See the section
entitled "Where You Can Find More Information" for the location of information incorporated by reference in this proxy statement/prospectus.
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 CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

        This proxy statement/prospectus contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of
1995, which are subject to risks, uncertainties and assumptions that are difficult to predict. Forward-looking statements are predictions based on
expectations and projections about future events, and are not statements of historical fact. Forward-looking statements include statements
concerning business strategy, plans and prospects, among other things, including anticipated trends and developments in and management plans
for our business and the markets in which we operate. In some cases, you can identify these statements by forward-looking words, such as
"estimate," "expect," "anticipate," "project," "plan," "intend," "believe," "forecast," "foresee," "likely," "may," "should," "goal," "target,"
"might," "will," "could," "predict," and "continue," the negative or plural of these words and other comparable terminology. All forward-looking
statements included in this proxy statement/prospectus are based upon information available to us as of the filing date of this proxy statement,
and we undertake no obligation to update any of these forward-looking statements for any reason. You should not place undue reliance on
forward-looking statements. The forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause
our actual results, levels of activity, performance, or achievements to differ materially from those expressed or implied by these statements.
Important factors that could cause actual results to differ materially from those contained in any forward-looking statement include the factors
identified in Forestar's Annual Report on Form 10-K for the year ended December 31, 2016 under the heading "Risk Factors," as updated from
time to time by Forestar's Quarterly Reports on Form 10-Q and other documents of Forestar on file or in this proxy statement/prospectus filed
with the SEC by Forestar, including the following factors:

�
one or more closing conditions to the merger may not be satisfied or waived, on a timely basis or at all, including receipt of
the Company stockholder approval or the condition that holders of 20% or more of Forestar common stock do not properly
exercise appraisal rights;

�
there may be a material adverse change to Forestar or the business of Forestar may suffer as a result of uncertainty
surrounding the transaction;

�
the merger may involve unexpected costs, liabilities or delays;

�
legal proceedings may be initiated related to the merger; and

�
there may be changes in economic conditions, political conditions, changes in federal or state laws or regulation.

        There can be no assurance that the merger will be completed, or if it is completed, that it will close within the anticipated time period or that
the expected benefits of the merger will be realized. Consequently, all of the forward-looking statements we make in this proxy
statement/prospectus are qualified by the information contained or incorporated by reference herein, including, but not limited to, (i) the
information contained under this heading and (ii) the information contained under the headings "Risk Factors" and information in our
consolidated financial statements and notes thereto included in our most recent filing on Form 10-K and subsequent periodic and interim report
filings (see the section entitled "Where You Can Find More Information"). No assurance can be given that these are all of the factors that could
cause actual results to vary materially from the forward-looking statements.
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 THE MERGER

The following is a discussion of the merger and the material terms of the Merger Agreement. This summary does not purport to be complete
and may not contain all of the information about the Merger Agreement that is important to you. We encourage you to read carefully the Merger
Agreement, a copy of which is attached to this proxy statement/prospectus as Annex A, in its entirety, as the rights and obligations of the parties
thereto are governed by the express terms of the Merger Agreement and not by this summary or any other information contained in this proxy
statement/prospectus.

 Background of the Merger

        The Board continuously evaluates Forestar's strategic direction and business with a goal of maximizing stockholder value. On December 8,
2014, the Company issued a press release approved by the Board announcing that the Board, working together with its management team and
financial advisor, was exploring strategic alternatives to enhance stockholder value. Thereafter, on May 12, 2015, the Company announced that,
as a result of its review of strategic alternatives, the Board had approved and initiated a plan to focus on growing the Company's core real estate
business, including harvesting cash flows from its non-core oil and gas business by significantly reducing capital expenditures and operating
costs.

        On June 15, 2015, the chief executive officer of a publicly traded real estate operating company ("Party A") sent a letter to the Company's
chief executive officer to express an interest in discussing a potential combination of the Company and Party A, but no price or valuation was
specified.

        On July 15, 2015, the chief executive officer of the Company participated in a telephone conference with the chief executive officer of
Party A to elaborate on the Company's focus on the plan announced on May 12, 2015.

        On August 6, 2015, the chief executive officer of Party A sent another letter to the chief executive officer of the Company, copying the
Board, reiterating Party A's desire to consider a combination of the two companies and outlining the potential benefits of a combination. The
letter did not include any indicative valuation of the Company. Forestar's closing stock price was $12.92 on August 6, 2015.

        On August 11, 2015, the Board held an in-person meeting, with members of Forestar management in attendance. Representatives of the
Company's then-financial advisor (which was not JMP) were also present during a portion of the meeting. Forestar management provided an
overview of Party A and its strategy and certain financial information. The Company's financial advisor summarized certain considerations with
a possible combination of Party A and the Company, including relative trading activity and implied historical exchange ratios. After discussion
among the Board, management and its financial advisor, the Board determined to direct management to inform Party A that the Company was
not interested in pursuing a transaction, among other reasons due to the fact that the Company and Party A were pursuing different real estate
strategies as Party A was focused on acquiring and holding income producing properties and the Company was principally a land developer for
single-family communities. After the meeting, Forestar's chief executive officer sent a letter to the chief executive officer of Party A advising
that the Board had determined that exploration of a business combination with Party A at this time was not in the best interests of Forestar and
its stockholders.

        On September 28, 2015, among other management and Board changes, the Company announced the appointment of Phillip J. Weber as its
new chief executive officer, and that James A. Rubright would be Forestar's non-executive chairman effective December 31, 2015. On
October 2, 2015, the Company announced the appointment of Charles D. Jehl as the new chief financial officer of the Company.

        On October 22, 2015, Forestar's management team held introductory meetings with a publicly traded real estate investment firm ("Party B")
to explore Party B acquiring Forestar's community
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development portfolio or all of the equity interests in the Company. This meeting arose out of discussions between a representative of Forestar
and a representative of Party B who had a pre-existing personal relationship. Forestar and Party B entered into a confidentiality agreement on
November 13, 2015, and Party B initiated due diligence of the Company. Shortly thereafter, Party B informed the Company it would not proceed
with a transaction due to Party B's belief that Party B would not be able to offer a price at which the Company would be willing to transact.

        The Board held an in-person meeting on November 10, 2015, with members of Forestar management in attendance. At the meeting, in
connection with the Board's plan to focus on the core business, the Board determined to engage financial advisors to commence the sales process
for certain non-core assets, including specifically the sale of its hotel property in Austin, Texas, and its oil and gas working interest assets in
North Dakota. Forestar's closing stock price was $13.37 on November 10, 2015.

        In early December 2015, Bruce Dickson, then the Company's chief real estate officer, met with representatives of a private residential and
commercial real estate company ("Party C") to discuss possible strategic alternatives between Forestar and Party C. This meeting was arranged
at the request of the Company as it continued to evaluate its strategy for the community development business.

        During the last two months of 2015 and in 2016 prior to the ultimate engagement of JMP as the Company's financial advisor in August
2016, the Forestar management team met with several potential financial advisors and invited JMP and four other potential financial advisors to
prepare materials and presentations for the Board regarding such firms' views on Forestar's business and alternatives. Throughout 2016 and
2017, the Company continued to pursue its initiatives to reduce operating costs, exit certain non-core assets and focus on maximizing
stockholder value. As the Company narrowed its core business to community development and continued to divest certain non-core assets,
Forestar management also worked with various advisors to consider future alternatives for Forestar in light of the business challenges facing
Forestar and the Company's future financial plan and prospects.

        On January 7, 2016, the Board held a telephonic meeting, with members of Forestar management in attendance. Mr. Weber provided an
update on ongoing initiatives with respect to the Company's non-core assets, and Mr. Jehl provided information regarding net asset value
scenarios for the Company as well as a review of its core business. The Board discussed these reviews and the status of the core community
development business, and discussed the strategic direction of the Company.

        On January 19 and January 20, 2016, Mr. Weber, Mr. Dickson and Michael Quinley, the Company's president�community development, met
with representatives of Party C to introduce Mr. Weber and Mr. Quinley to the Party C representatives and to further discuss possible strategic
alternatives between Forestar and Party C. Party C had executed a confidentiality agreement with Forestar on January 12, 2016. Thereafter, the
parties determined not to proceed with further discussions regarding a transaction due to a perceived lack of strategic alignment between the
parties as Party C was focused on growing its multifamily business, which Forestar was considering for opportunistic exit over time.

        On January 26, 2016, the Board held a telephonic meeting, with members of Forestar management in attendance. At the meeting, the Board
determined the Company's multifamily business was non-core, and to opportunistically exit Forestar's multifamily portfolio and no longer
allocate capital to new projects in that business.

        On February 8 and February 9, 2016, the Board held an in-person meeting, which members of Forestar management attended. At the
meeting, a potential financial advisor made a presentation to the Board regarding the advisor's observations about the Company, its market
positioning, and the Company's strategic alternatives. The Board engaged in a discussion regarding the Company's strategic alternatives, and in
furtherance of the objective to focus on the Company's core community
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development business the Board directed management to commence the process to market its timberland assets and to begin the process to
determine potential values for legacy oil and gas and mineral assets. Forestar's closing stock price was $8.60 on February 9, 2016.

        In April 2016, a representative of a private real estate investment firm ("Party D") discussed with Mr. Quinley Party D's potential interest in
an acquisition of the Company's community development business in the course of Mr. Quinley's regular business interactions with such
representative. Mr. Quinley had been acquainted with the Party D representative for over 30 years during which both Mr. Quinley and the Party
D representative had been employed by various firms associated with Atlanta-area real estate development activities or providing services
thereto. After initial discussions, Party D executed a confidentiality agreement with Forestar on April 19, 2016, and Mr. Quinley had additional
discussions with the Party D representative during May 2016.

        In late April 2016, a representative of a private investment firm ("Party E") contacted a member of the Board (who is no longer a member
of the Board) with whom the Party E representative was already acquainted to inquire about a potential transaction with the Company. The
Forestar director spoke with the representative of Party E regarding Forestar and its business (without sharing any material non-public
information). The director suggested that the Party E representative contact Mr. Weber if Party E was interested in engaging in further
discussions regarding a potential transaction with the Company, and no further contact from Party E was received by the Company in regard to a
potential transaction.

        The Board held a regularly scheduled in-person meeting on May 9 and May 10, 2016, with members of Forestar management and
representatives of two potential financial advisors (neither of which were the potential financial advisor that presented at the February 8 and
February 9, 2016 Board meeting) and Skadden, Arps, Slate, Meagher & Flom LLP ("Skadden"), the Company's legal counsel, in attendance
(with the two potential financial advisors and Skadden in attendance for part of the meeting). At the meeting, Mr. Weber reviewed the evolution
of considerations and decisions since October 2015 related to the Company's portfolio of assets, and discussed with the Board certain historical
financial information and pro forma community development information. Representatives of the first potential financial advisor joined the
meeting to discuss their recommendations, including strategic alternatives, repurchasing or refinancing indebtedness, valuation considerations
for the Company's community development business and their recommendation to initiate a tender offer for the Company's 8.500% senior
secured notes due 2022. The second potential financial advisor then joined the meeting to discuss the Company's net asset value, potential
deleveraging alternatives and recommendations on strategic alternatives. After the presentations by the two potential financial advisors,
Mr. Weber advised the Board that the Company had been approached by a representative of Moelis & Company ("Moelis"), representing a
publicly traded company, the identity of which had not been disclosed to Mr. Weber, that was interested in engaging in discussions with the
Company. The Board discussed the strategic alternatives for the community development business and considerations regarding the financial
advisor the Company may want to engage. Representatives of Skadden joined the meeting to discuss and respond to questions from the directors
regarding their fiduciary duties with respect to the exploration of strategic alternatives. After discussion of the various presentations and
alternatives presented to the Board, the Board determined to initiate a cash tender offer and consent solicitation for the Company's senior secured
notes, and to continue to focus on the Company's core community development business. Forestar's closing stock price was $12.43 on May 10,
2016.

        After the Board meeting, the Moelis representative that had contacted Mr. Weber prior to the Board meeting about potentially engaging in
discussions with the Company disclosed to Mr. Weber the identity of the advisor's client, D.R. Horton. On May 11, 2016, Mr. Weber and
Mr. Quinley had an in-person meeting with representatives of D.R. Horton to discuss Forestar and D.R. Horton and whether the parties would be
interested in a potential transaction or other strategic business arrangement.
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        On May 18, 2016, Mr. Weber, Mr. Jehl and Mr. Quinley had a follow-up meeting with representatives of D.R. Horton to discuss further
whether the parties would be interested in a potential transaction or other strategic business arrangement.

        On May 27, 2016, the Company entered into a confidentiality agreement with D.R. Horton, which agreement included a "standstill"
provision (which "standstill" expired in accordance with its terms on February 27, 2017).

        On June 1, 2016, Mr. Weber, Mr. Jehl, David M. Grimm, then the Company's chief administrative officer and general counsel, and
Mr. Quinley met with representatives of D.R. Horton, including D.R. Horton's financial advisor, and the parties discussed a potential strategic
alliance and other potential business arrangements. In the days following, the parties and their advisors continued to discuss a potential
transaction.

        On June 6, 2016, D.R. Horton delivered a draft term sheet to Forestar proposing an equity investment by D.R. Horton in Forestar. The term
sheet provided for a proposed investment in Forestar by D.R. Horton to acquire a combination of common stock representing 19.9% of the fully
diluted Forestar common shares outstanding prior to the issuance at a purchase price equal to the market value per share, and convertible
preferred stock representing an additional 20% of the fully diluted Forestar common shares outstanding on an as-converted basis. The term sheet
provided that D.R. Horton would have proportional representation on the Board and on a newly formed investment committee composed of
Forestar management and D.R. Horton representatives, and D.R. Horton would have certain veto rights at the Board level and on the investment
committee. The term sheet also provided that the Company would use the proceeds of the investment to pursue lot development projects in
which D.R. Horton would have rights to purchase a significant portion of the lots, and the parties would also enter into an agreement providing
D.R. Horton with preferential rights to acquire developed lots from the Company at market prices.

        On June 13, 2016, Mr. Quinley met with representatives of Party D and discussed Party D acquiring Forestar's community development
portfolio.

        On June 16, 2016, the Board held a telephonic meeting, with members of Forestar management in attendance. Mr. Weber reviewed the fact
that several parties had previously expressed an interest in Forestar's community development business (such as Party B, Party C and Party D),
and discussed D.R. Horton's proposal and the status of conversations with D.R. Horton. In light of the potential interest in the community
development business and the D.R. Horton proposal, Forestar management recommended to the Board that the Company would benefit from
engaging a financial advisor to assist with the identification and evaluation of strategic alternatives, and noted that the Company had been in
contact with several potential firms. Following discussions, the Board authorized Forestar management (i) to continue discussions with potential
financial advisors with a goal of identifying a firm for recommendation to the Board and (ii) to continue discussions with D.R. Horton to enable
D.R. Horton to better understand the value of the Company for purposes of its potential strategic investment and address other aspects of D.R.
Horton's proposal.

        During June and July 2016, Forestar management reached out to and met with potential financial advisors regarding the Company. On
June 21, 2016, Mr. Weber and Mr. Jehl held a telephone conference with representatives of JMP to invite JMP to attend the August 2016
meeting of the Board for discussions regarding the Company's strategic alternatives.

        On June 23, 2016, Mr. Jehl and other Forestar employees participated in a conference call with D.R. Horton and its financial advisor to
discuss the potential strategic investment and Forestar's financial position.
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        On June 29, 2016, Mr. Weber, Mr. Jehl and Mr. Quinley met with representatives of Party D to introduce Mr. Weber and Mr. Jehl and
continue the discussions regarding Party D's potential acquisition of Forestar's community development portfolio.

        On July 13, 2016, Forestar management, in furtherance of the process authorized by the Board to evaluate potential financial advisors,
authorized JMP, in contemplation of potential formal engagement, to reach out to five initial parties to discuss possible interest in a potential
transaction with Forestar (with respect to the community development business or otherwise), including two private investment firms ("Party F"
and "Party G"), a real estate investment firm ("Party H"), a private owner and developer of mixed-use, master-planned communities ("Party I"),
and a non-U.S. publicly traded real estate firm ("Party J").

        On July 14, 2016, Mr. Weber, Mr. Jehl, Mr. Grimm and Mr. Quinley met with representatives of D.R. Horton at D.R. Horton's corporate
offices to further discuss the potential strategic investment by D.R. Horton in Forestar.

        Party G executed a confidentiality agreement with Forestar on July 21, 2016.

        On July 22, 2016, Mr. Weber met with representatives of D.R. Horton at its corporate offices to discuss valuation considerations with
respect to Forestar and the terms of the potential strategic investment by D.R. Horton.

        On July 26, 2016, Forestar delivered to D.R. Horton a revised draft of the term sheet regarding D.R. Horton's potential strategic investment
in the Company, consistent with the general feedback to the term sheet from the Board at the June 16, 2016 meeting. The term sheet
contemplated an acquisition of 19.9% of Forestar common stock at an unspecified premium to the market price and eliminated the proposed
preferred stock investment, and, among other changes to D.R. Horton's proposed term sheet, limited D.R. Horton's board of directors veto rights
and removed D.R. Horton's investment committee veto rights and added a five-year customary standstill that limited D.R. Horton's ability to
acquire more than 25% of Forestar common stock or to take certain other actions. Forestar's closing stock price was $12.24 on July 26, 2016.

        On July 27, 2016, Party F and Party J each executed a confidentiality agreement with Forestar.

        On August 1, 2016, Mr. Rubright met with representatives of D.R. Horton at his home to further discuss the potential strategic investment
by D.R. Horton in Forestar.

        On August 4, 2016, D.R. Horton delivered to the Company a revised draft of the term sheet regarding D.R. Horton's proposed strategic
investment in the Company. The revised term sheet contemplated an acquisition by D.R. Horton of 19.9% of Forestar common stock, and
convertible preferred stock that, together with the common stock, would result in D.R. Horton owning 25% of the fully diluted Forestar common
shares outstanding on an as-diluted basis, at a purchase price of $13.75 per share in each case. Among other changes to the Forestar July 26,
2016 draft term sheet, the revised draft (i) included expanded board of directors veto rights, (ii) reinstated certain of D.R. Horton's veto rights on
the investment committee and (iii) provided for a more limited two-year standstill agreement that allowed D.R. Horton to acquire up to 30% of
Forestar common stock.

        The Board held an in-person meeting on August 8 and August 9, 2016, with members of Forestar management in attendance.
Representatives of JMP and another potential financial advisor were also in attendance for portions of the meeting. As the Board was evaluating
which financial advisor it would engage, Forestar management invited JMP and the other potential financial advisor to attend portions of the
Board meeting, and each of JMP and the other financial advisor separately joined the meeting to discuss potential strategic alternatives that the
Company might wish to consider and valuation matters. JMP discussed with the Board three potential options for the Company: sale, liquidation
or status quo with growth, and discussed the five parties contacted for preliminary outreach in July, as
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well as additional potential transaction parties. After discussion of the various alternatives presented and considerations regarding the
appropriate financial advisor, the Board decided to engage in a process to explore a potential sale of the Company and approved the engagement
of JMP to assist with the process (at no time did JMP participate in any discussions of the Board regarding JMP's engagement). The Board's
selection was based on JMP's reputation and experience and familiarity with Forestar and its business. The Board also discussed D.R. Horton's
most recent proposal. The Board determined that the proposed investment construct was problematic to Forestar because the proposed D.R.
Horton governance rights were excessive in comparison to the proposed level of investment. Shortly after the Board meeting, Forestar
management informed D.R. Horton of these conclusions and the fact that the Company intended to engage JMP to explore strategic alternatives.
Thereafter, D.R. Horton advised Forestar management that D.R. Horton was not interested in participating in a formal process with other parties.
Forestar's closing stock price was $12.16 on August 9, 2016.

        On August 11, 2016, Party H executed a confidentiality agreement with Forestar.

        JMP was formally engaged on August 18, 2016 pursuant to the approval granted by the Board in the August 8 and August 9, 2016 meeting.
Forestar's closing stock price was $12.25 on August 18, 2016. Beginning on August 18, 2016 and through September, at the direction of the
Company and consistent with direction of the Board to initiate a potential sale process, JMP reached out to, or continued engagement with, 18
parties (including Parties A�J mentioned above, other than Party E, in light of their lack of response to the prior discussions, and Party D, who
Forestar management was dealing with directly at the time) to solicit interest in an acquisition of Forestar, including several parties that had
reached out to JMP or Forestar inquiring about a possible transaction. The contacted parties included public and private strategic acquirors,
including national homebuilders, and private investment firms.

        On September 6, 2016, Forestar opened an electronic data room for potential acquirors that had executed confidentiality agreements.

        On September 14, 2016, a non-binding indication of interest was received from Party D based on the prior discussions between Party D and
Forestar management. The indication of interest consisted of an offer to purchase only Forestar's community development assets for
$250 million. Forestar management had informed Party D that JMP had been retained by Forestar to assist it with evaluating strategic
alternatives for the Company as a whole. Also on that day, Party I executed a confidentiality agreement with Forestar and was granted access to
the electronic data room shortly thereafter.

        On September 22, 2016, at the direction of the Company, JMP transmitted a process letter to the 10 parties included in the initial outreach
group (including Party B and Parties G�J) that had expressed an interest in a potential transaction inviting them to submit by no later than
October 7, 2016 initial indications of interest to acquire Forestar. Forestar's closing stock price was $11.67 on September 22, 2016.

        On September 28, 2016, Forestar executed a confidentiality agreement with Party I with respect to information to be provided to Forestar
by Party I.

        Throughout late September and October 2016, JMP and the Company's management held various telephone conferences and in-person
meetings with the various parties considering a transaction to provide further information on Forestar and its business.

        From September 26, 2016 to October 6, 2016, Mr. Weber, Mr. Jehl, Mr. Quinley, Mr. Thomas H. Burleson, the Company's Executive Vice
President�Real Estate, West Region, other Forestar employees and representatives of JMP held telephone or in-person conferences with each of
Party G, Party I, Party F and a private investment firm ("Party K") to provide information regarding Forestar and its business. Party K had
initially inquired about purchasing the Company's receivables from the Cibolo Canyons Special Improvement District, but Party K subsequently
contacted JMP to be involved
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in the potential sale process. Party K executed a confidentiality agreement with Forestar on October 5, 2016 and was granted access to the
electronic data room shortly thereafter.

        On October 7, 2016, Party F submitted an initial non-binding indication of interest for Forestar for an all-cash acquisition of Forestar at a
preliminary valuation of $14.00 per share.

        On October 11, 2016, Mr. Jehl, Mr. Quinley, Mr. Burleson and other Forestar employees and representatives of JMP held separate
telephone conferences with representatives of a publicly traded homebuilder ("Party L") and a publicly traded real estate investment trust ("Party
M") to provide an overview of Forestar and its community development business by project and market, each of whom had been part of the
initial outreach group contacted by JMP. Party L had executed a confidentiality agreement with Forestar on September 29, 2016 and Party M
had executed a confidentiality agreement with Forestar on September 26, 2016, and each were granted access to the electronic data room shortly
after executing such confidentiality agreements.

        On October 14, 2016, Party I submitted an initial non-binding indication of interest. The indication of interest provided for a non-cash,
all-stock private-to-public merger transaction pursuant to which Party I and Forestar would merge with Forestar as the surviving corporation,
and Forestar stockholders would own approximately 13%-14% of the merged company. The offer implied a valuation of Forestar of
approximately $600 million to $625 million based on Party I's proposed valuation of itself (a price per share of $14.05 to $14.64). Party I
indicated that it would consider including a cash portion of the purchase price if Forestar preferred such a structure. In response to Party I's
initial indication of interest, JMP requested that Party I provide financial information to support the valuation of Party I included in its initial
indication of interest.

        On October 18, 2016, D.R. Horton withdrew its earlier offer that had valued the Company at $13.75 per share, informing the Company that
it was not interested in an acquisition of the entire company and that it did not wish to participate in the potential sale process. D.R. Horton
indicated that it would not work on a potential strategic investment in the Company until the potential sale process was concluded. Also on that
day, Party I provided initial diligence information in response to Forestar's request to provide financial information to support the Party I
valuation included in its initial indication of interest.

        On October 19, 2016, the Board held a telephonic meeting, with members of Forestar management and representatives of JMP and Skadden
in attendance (with JMP in attendance for part of the meeting). The representative of Skadden reviewed with the members of the Board their
fiduciary duties. JMP summarized the status of the potential sale process to date, noting that of the parties that had been contacted as part of the
initial outreach group or that had otherwise engaged in discussions with Forestar as noted above, nine (including Party A) had either declined to
participate in the process or had withdrawn from the process after executing a confidentiality agreement with the Company. Four of the parties
had submitted initial indications of interest: D.R. Horton (at a value of $13.75 per share, which offer had been withdrawn on October 18, 2016),
Party D (at an implied value of $5.87 per share for the community development business only), Party F (at a value of $14.00 per share) and Party
I (at an implied value of $14.05 to $14.64 per share based on Party I's valuation of itself included in its indication of interest). The Board
engaged in discussion with the JMP representatives regarding the process and the parties that had indicated, or were expected to indicate based
on discussions with JMP, interest in a transaction with Forestar. Forestar's closing stock price was $11.20 on October 19, 2016.

        Also on October 19, 2016, an initial non-binding indication of interest was received from Party M, which contemplated that Party M would
contribute a master planned community land portfolio to Forestar in exchange for Forestar common stock, preferred equity, or other
consideration to be determined. Party M did not include an indicative valuation in its indication of interest. After discussions between
representatives of the Company and Party M regarding the proposed transaction, including the possibility of Party M providing debt financing to
an acquiror of the Company, the parties
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concluded that a transaction involving Forestar and Party M was not a strategic fit given Party M's proposed transaction structure, and Party M
did not continue in the potential sale process.

        On October 24, 2016, Mr. Jehl, Mr. Quinley, Mr. Burleson and other Forestar employees and representatives of JMP held a telephone
conference with representatives of a private community developer ("Party N") to provide an overview of Forestar and its community
development business by project and market. Party N had executed a confidentiality agreement with Forestar on October 11, 2016 and was
granted access to the electronic data room shortly thereafter.

        Also on October 24, 2016, consistent with the discussions at the October 19, 2016 meeting of the Board, Forestar management instructed
JMP to initiate an expanded outreach to six additional potential acquirors, including Starwood Capital Group ("Starwood"), a private real estate
developer ("Party O") and investment firms and publicly traded real estate companies. In the days following, JMP reached out to all six parties
to solicit their interest in participating in the potential sale process. On that same day, JMP transmitted a detailed request list to Party I for
financial information so that Forestar, with the assistance of its advisors, could assess Party I's proposed valuation of itself.

        Starwood executed a confidentiality agreement with Forestar on October 24, 2016 and was granted access to the electronic data room
shortly thereafter.

        On October 26, 2016, Mr. Burleson and other Forestar employees and representatives of JMP held a telephone conference with
representatives of Party K to provide an overview of Forestar and its community development business by project and market.

        Also on October 26, 2016, Mr. Weber and Mr. Jehl and representatives of JMP met with representatives of Party F to discuss the potential
sale process and the progress made by Party F to date, including the terms of its indication of interest. The parties discussed arranging project
level tours for representatives of Party F in November 2016.

        On the same day, Mr. Weber and Mr. Jehl and representatives of JMP also met with Party N and discussed Party N's continued interest in
purchasing the Company or its community development assets.

        On October 27, 2016, Party I provided additional high level financial due diligence information. Forestar, in consultation with JMP, did not
consider such information sufficient to assess Party I's proposed valuation of itself. At the Company's direction, JMP communicated to Party I
the need for additional due diligence materials in order for the Company to assess Party I's proposed valuation of itself.

        On November 1, 2016, Party F informed JMP that it wanted to introduce another private investment firm into the process ("Party P") to
evaluate the potential transaction as a potential partner with Party F. Representatives of JMP spoke with representatives of Party P and Party P
executed a confidentiality agreement on November 4, 2016 and was granted access to the electronic data room shortly thereafter. Party P began
to work with Party F to evaluate the potential transaction as potential partners.

        On November 7, 2016, Party N submitted an initial non-binding indication of interest for an all-cash acquisition of the Company at $14.50
per share.

        The Board met at an in-person meeting on November 7 and November 8, 2016, with members of Forestar management and representatives
of JMP in attendance (with JMP in attendance for part of the meeting). Forestar management and JMP provided an update of the potential sale
process, including an overview of the six additional parties contacted, and an overview of potential strategic alternatives for the Company.
Forestar's closing stock price was $11.35 on November 7, 2016.

        On November 9, 2016, Party O executed a confidentiality agreement with Forestar and was granted access to the electronic data room
shortly thereafter.
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        In November 2016, based on discussions at the Board meeting on November 7 and November 8, 2016, Forestar determined to invite
Starwood and Party O (based on discussions with such parties) and Party F and Party P, Party I and Party N (based on the terms of the initial
indications of interest submitted by, and discussions with, such parties) to participate in the second round of the potential sale process. Such
parties were included in the second round of the potential sale process based on the potential benefit to Forestar stockholders of the participation
of such parties in light of their perceived interest level in and ability to consummate a transaction and in the interest of furthering a competitive
process. Forestar determined not to invite Party D into the second round due to the lower valuation and structural impediments to a transaction
compared to the other prospective acquirors. During the course of the second round of the potential sale process, the Company arranged various
site tours and telephone conferences at the request of the potential acquirors in connection with their due diligence, as detailed below.

        On November 11, 2016, Mr. Jehl and other Forestar employees and Forestar's external tax counsel participated in a conference call with
Party F in which the parties discussed structuring alternatives for a potential transaction.

        On November 15, 2016, Mr. Jehl, Mr. Quinley, Mr. Burleson and other Forestar employees and representatives of JMP held a telephone
conference with representatives of Starwood to provide an overview of Forestar and its community development business by project and market.

        From November 16 to November 18, 2016, Mr. Weber, Mr. Jehl, Mr. Quinley, Mr. Burleson, representatives of JMP and other Forestar
employees held in-person meetings, and Forestar representatives conducted project tours for, representatives of Party F and Party P. Forestar
provided Party F and Party P with additional information regarding Forestar and an update on the core business and status of the non-core
business and dispositions.

        From November 28 to December 1, 2016, Mr. Weber, Mr. Jehl, Mr. Quinley, Mr. Burleson, representatives of JMP and other Forestar
employees held in-person meetings, and Forestar representatives conducted project tours for, representatives of Starwood. In addition, Forestar
provided additional information and an update on the core community development business and the status of the non-core asset divestitures.

        On December 2, 2016, Mr. Burleson met with representatives of Party O, with Mr. Jehl and other Forestar employees and representatives of
JMP joining by telephone conference. Forestar provided an overview of Forestar and its community development business by project and
market. Also on that day, at the direction of the Company, JMP contacted three additional parties that had expressed interest in providing
financing to Party N in the potential sale process.

        On December 6, 2016, Party O submitted an initial, non-binding indication of interest for an all-cash acquisition of Forestar at a price of
$15.00 per share.

        On December 13, 2016, at the direction of the Company, JMP transmitted a second round process letter to Starwood and Party F and Party
P, Party I, Party N and Party O, which were the only parties that continued to express an interest in pursuing a transaction with the Company,
inviting such parties to submit final offers by no later than January 20, 2017.

        Also on December 13, 2016, Mr. Weber, Mr. Jehl, Mr. Burleson, representatives of JMP and other Forestar employees held in-person
meetings, and Forestar representatives conducted project tours for, representatives of Party O. On the same day, Forestar provided Party O with
additional information regarding Forestar and an update on the core business and status of the non-core business and dispositions, and the parties
discussed the terms of Party O's indication of interest.
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        On December 14, 2016, Mr. Jehl and other Forestar employees and Forestar's external tax counsel participated in a conference call with
Party O in which the parties discussed structuring alternatives for a potential transaction.

        On December 15, 2016, Mr. Weber and Mr. Jehl had a meeting with Mr. Mike Moser, the chief executive officer of Starwood Land
Ventures, L.L.C. ("Starwood Land"), an affiliate of Starwood, in which the parties continued to discuss the potential transaction between
Forestar and Starwood. Forestar management reviewed business and financial information with Mr. Moser. Mr. Moser expressed interest in
pursuing a transaction and adding the Forestar community development business to Starwood Land's existing platform.

        On December 19, 2016, Mr. Jehl participated in a conference call with representatives of Party O to discuss historical costs and projected
SG&A assumptions and employee census information.

        On December 22, 2016, Starwood Land submitted a preliminary, non-binding indication of interest for an all-cash acquisition of the
Company at a price of $15.00 per share, subject to approval by Starwood's investment committee.

        On December 29, 2016, Mr. Jehl and other Forestar employees and Forestar's external tax counsel participated in a conference call with
Party I in which the parties discussed structuring alternatives for a potential transaction.

        On December 30, 2016, at the direction of the Company, JMP transmitted a draft merger agreement prepared by Skadden to Starwood,
Party F and Party P, Party I, Party N and Party O, and requested that the parties submit a revised draft of such proposed merger agreement with
their final offers to be submitted no later than January 20, 2017.

        On January 3, 2017, Mr. Jehl participated in a telephone conference with representatives of Party F and Party P to provide an update on the
non-core asset divestitures and SG&A discussions.

        Also on January 3, 2017, Party N informed the Company that it would not be submitting a final offer because Party N was only interested
in purchasing the community development assets of Forestar and not the equity of the Company (including the Company's liabilities), and Party
N had not yet been able to arrange financing for a transaction.

        On January 4, 2017, Mr. Weber and Mr. Jehl met with representatives of Party O to discuss an acquisition of Forestar and to provide a
presentation regarding Forestar's water assets.

        On January 4 and January 6, 2017, Mr. Jehl, Mr. Burleson and other Forestar employees participated in telephone conferences with
Mr. Moser and Mr. Craig Campbell, the President, West Region of Starwood Land, to discuss due diligence matters.

        On January 5, 2017, the Board held a telephonic meeting, with members of Forestar management and representatives of JMP and Skadden
in attendance (with JMP in attendance for part of the meeting). The representatives of JMP provided an update on the potential sale process and
engagement with the remaining parties, including property tours and significant meetings, and an overview of the expected final round bids
based on discussions with the interested parties. The representative of Skadden reviewed with the members of the Board their fiduciary duties
with respect to the potential sale process.

        On January 6, 2017, Mr. Jehl and other Forestar employees and Forestar's external tax counsel participated in a follow-up conference call
with Party O to continue discussing the structuring options for the transaction.

        On January 10, 2017, Mr. Jehl, Mr. Burleson and other Forestar employees participated in telephone conferences with Party F and Party P
to discuss due diligence matters and an overview of the West region assets.
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        On January 12, 2017, Mr. Weber and Mr. Jehl and representatives of JMP met with Mr. Moser and Mr. David Baker, a Vice President of
Starwood, in Austin, Texas, to discuss financial and business due diligence matters for the potential transaction between the Company and
Starwood.

        On January 16, 2017, Mr. Weber participated in a conference call with a representative of Party O to discuss the possible acquisition of
Forestar by Party O.

        On January 19, 2017, Party F and Party P informed JMP that they would not be submitting a final offer for the acquisition of Forestar
because based on their additional due diligence reviews of the Company, the valuation of the Company would be substantially lower than the
values provided in Party F's initial indication of interest. Party O also informed JMP that it would not be submitting a final offer for Forestar for
the same reasons but it expressed an interest in acquiring solely the Company's community development assets if a transaction for sale of the
entire Company was not consummated.

        On January 27, 2017, Party I submitted its second non-binding offer for a merger of Forestar and Party I, which continued to reflect a
stock-for-stock merger pursuant to which Party I would acquire Forestar and become a public company. The offer included a proposed value of
Party I within the range provided in its initial indication of interest, and Forestar stockholders would own approximately 15% of the merged
company. Party I did not submit a revised draft of the proposed merger agreement with its offer.

        On January 28, 2017, the Board held a telephonic meeting, with members of Forestar management and representatives of JMP in
attendance (with JMP in attendance for part of the meeting). The representatives of JMP provided an update on the potential sale process,
identifying the parties that had withdrawn from the process and that only Party I had provided a final offer and that the January 20, 2017
deadline for such offers included in the process letter had passed, and that Party I continued to propose a stock-for-stock transaction without
supplying necessary data for the Company to assess Party I's own valuation. After consultation with JMP, the Board determined that, in addition
to Party I, the Company should continue to engage with Starwood to encourage submission of a final offer and with Party F and Party P with the
goal of encouraging Party F and Party P to reengage in the potential sale process and submit a final offer. Forestar's closing stock price was
$13.00 on January 27, 2017.

        On January 31, 2017, JMP had a telephone conference with representatives of Party I to discuss their offer and to request the necessary
information for the Company to assess the proposed valuation of Party I.

        On February 1, 2017, Party I provided additional financial due diligence information consisting primarily of a third party liquidation
analysis at a value substantially below Party I's proposed valuation in its final offer, and which Forestar, in consultation with JMP, did not
consider sufficient to substantiate Party I's proposed valuation of itself.

        On February 8, 2017, Starwood submitted its non-binding second offer, which included an offer to acquire the Company for a price of
$13.65 per share and proposed a 30-day exclusivity period to continue its due diligence and execute transaction documents, followed by a
post-signing due diligence period of 30 days, with Starwood having the right to terminate the merger agreement (which we refer to as the
"Starwood merger agreement") in its sole discretion during such 30-day diligence period. Starwood indicated to Forestar management that it had
reduced the offer price from $15.00 per share price included in Starwood Land's initial indication of interest as a result of findings during the
course of its due diligence investigation of the Company, including, among other things, the fact that a greater percentage of the Company's
residential lots were under contract than Starwood had initially assumed and Starwood's belief that obtaining entitlements for one of the
Company's assets was less feasible or likely to take longer than Starwood had initially assumed.
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        On February 13 and February 14, 2017, the Board held an in-person meeting, with members of Forestar management and representatives of
JMP and Skadden in attendance (with JMP and Skadden in attendance for part of the meeting). JMP informed the Board that JMP had reached
out to Party F after the January 28, 2017 Board meeting to encourage Party F and Party P to reengage in the potential sale process and submit a
final offer, and Party F had declined on behalf of both such parties. In addition to the offers from Starwood and Party I, the Board discussed the
Company's 2016 performance, historical community development results and projected performance, key performance indicators, inventory of
lots, historical and projected SG&A targets. The Board also reviewed potential net asset value scenarios, which scenarios compared net asset
values in the event of the Company's dissolution and winding up of its affairs or the continuation of the Company's business plan at different
levels of investment (which scenarios are set forth below under "�Projected Financial Information�Alternative Net Asset Value Scenarios").
The Skadden representative reviewed with the Board the process and potential timing for the Company to dissolve or wind up its affairs under
Delaware law. JMP and Forestar management reviewed with the Board the potential recoveries for stockholders under management's estimates
of asset values, liabilities and carry costs, including sensitivities on a per share basis depending on the estimated sales price of the Company's
community development business. The Board engaged in a discussion of the offers from Starwood and Party I and the other strategic options
available to the Company on a going-forward basis, including the potential sale of the community development portfolio combined with
liquidation of the remaining non-core assets and dissolution and winding up of the Company's affairs. JMP noted that, based on Party I's
valuation of Party I's stock included in Party I's second offer and the due diligence materials provided by Party I, the implied per share value of
the Party I offer was in a range of $10.96 per share to $16.00 per share. The Board discussed that, as a private company, Party I's valuation of
itself was subject to various assumptions which would require significant additional due diligence to assess, as well as other considerations with
respect to Party I's stock merger proposal, including the fact that Forestar Stockholders would own less than 20% of the merged entity. The
representative of Skadden reviewed with the members of the Board their fiduciary duties in the context of the two offers. Following discussion
by the Board, the Board directed Forestar management to continue to engage with Starwood and Party I, and to continue to request the due
diligence items from Party I necessary for the Company to further assess the valuation of Party I in light of the proposed stock-for-stock
transaction structure. The Board directed JMP to inform Starwood that it should raise its offer price in order to remain competitive on value and
if it desired to enter into an exclusivity agreement with the Company. Forestar's closing stock price was $13.25 on February 13, 2017.

        On February 16, 2017, representatives of JMP held a telephonic meeting with Starwood in which it was conveyed to Starwood that the
Board had determined that Starwood's $13.65 per share offer was insufficient and that the Board was unwilling to grant an exclusivity period
longer than 30 days or a "diligence out" allowing Starwood to unilaterally terminate the Starwood merger agreement.

        On the same day, JMP sent a supplemental detailed due diligence request list to Party I and participated in a telephone conference with
representatives of Party I to discuss the requests and the need for the information to allow Forestar to further assess the value of Party I's offer.
Later that day, Party I informed JMP that it was withdrawing from the potential sale process, and did not give a reason for the withdrawal.

        On February 21, 2017, Starwood submitted another non-binding indication of interest to the Company, increasing its offer price from
$13.65 per share to $14.25 per share, and proposing a 30-day exclusivity agreement to complete due diligence and negotiate the transaction
documents. On the same day, Kirkland & Ellis LLP ("Kirkland"), Starwood's legal counsel, delivered a revised draft of the Starwood merger
agreement to Skadden.

37

Edgar Filing: Forestar Group Inc. - Form 424B3

63



Table of Contents

        On February 24, 2017, the Board held a telephonic meeting, with members of Forestar management and representatives of JMP and
Skadden in attendance (with JMP in attendance for part of the meeting). JMP provided a process update and overview, and noted that with Party
I's refusal to provide the requested diligence information and withdrawal from the potential sale process, Starwood was the sole party that
remained in the potential sale process. JMP reviewed Starwood's revised offer of $14.25 per share, which was the highest cash final offer
received by the Company. The representative from Skadden discussed the proposed exclusivity agreement and several points in the revised draft
of the Starwood merger agreement submitted by Starwood. After discussion, the Board directed Forestar management to seek improvement of
certain terms in the Starwood merger agreement, including regarding termination fees, interim operating covenants, closing conditions and the
outside date for the merger, as a condition to entering into the exclusivity agreement with Starwood.

        Following the Board meeting, representatives of JMP reached out to Starwood to discuss the matters raised at the meeting to seek
improvement to certain terms in exchange for Forestar agreeing to enter into an exclusivity agreement with Starwood.

        On February 27, 2017, the Board held a telephonic meeting, with members of Forestar management and representatives of JMP and
Skadden in attendance (with JMP in attendance for part of the meeting). JMP reported on its discussions with Starwood, including Starwood's
requirement of a 30-day exclusivity period in order to continue pursuing a transaction. JMP updated the Board on Starwood's response to issues
raised with respect to certain terms in the Starwood merger agreement and Skadden summarized the proposed exclusivity agreement. After
discussion, the Board authorized Forestar management to enter into a 30-day exclusivity agreement with Starwood and to continue the
negotiation of the Starwood merger agreement during this period. Later that day, Forestar and Starwood entered into a 30-day exclusivity
agreement, with the exclusivity period expiring on March 29, 2017. Forestar's closing stock price was $13.45 on February 27, 2017.

        During the exclusivity period, Starwood and its advisors worked to complete its due diligence of Forestar, including via access to an
electronic data room provided by Forestar, while Starwood's and Forestar management and advisors worked to finalize the Starwood merger
agreement and other definitive transaction documents.

        On March 3, 2017, Skadden provided Kirkland with a revised draft of the Starwood merger agreement. On March 18, 2017, Kirkland
provided Skadden with a revised draft of the Starwood merger agreement. On March 24, 2017, Skadden provided Kirkland with a revised draft
of the Starwood merger agreement. During this period, representatives from Skadden and Kirkland engaged in numerous telephonic meetings to
discuss the Starwood merger agreement.

        On March 27, 2017, the Board held a telephonic meeting, with members of Forestar management and representatives of JMP and Skadden
in attendance (with JMP in attendance for part of the meeting). JMP provided an update on the progress of Starwood's due diligence process and
that Starwood continued to seek information and desired to perform additional analysis but that Starwood's advisors had made substantial
progress in their due diligence review. JMP noted that Starwood had originally requested a 21 day extension to the exclusivity period, but after
further discussion between Starwood and Forestar, had reduced its request to an extension to April 14, 2017. The representative of Skadden
provided an overview of the status of negotiation of the Starwood merger agreement, including significant open items. Following discussion
among the directors, the Board authorized extending the exclusivity period to April 14, 2017.

        During the period from March 27, 2017 to April 13, 2017, Forestar's and Starwood's management and advisors worked to finalize the
definitive transaction documents and Starwood's due diligence review of Forestar.
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        On April 3, 2017, Kirkland provided Skadden with a revised draft of the Starwood merger agreement, which included consents of various
counterparties to Forestar joint ventures as a closing condition to the merger. Forestar and Starwood and their representatives discussed the
approach to these consents over the next several days and determined to seek to obtain certain consents prior to the execution of the Starwood
merger agreement if possible.

        On April 6, 2017, Skadden provided Kirkland with a revised draft of the Starwood merger agreement.

        On April 10, 2017, Kirkland provided Skadden with Starwood's proposal on the key remaining open issues in the Starwood merger
agreement, including the joint venture counterparty closing condition, termination fees and expense reimbursement triggers and amounts and
expanding the divestiture condition. Later that day, Skadden and Kirkland discussed and negotiated the open issues, and Kirkland provided
Skadden with drafts of the Starwood equity commitment letter and limited guarantee.

        From April 10 through April 13, 2017, representatives of the Company and Starwood further negotiated, and reached resolution on, certain
open points in the Starwood merger agreement, which included, among others, the lack of the joint venture counterparty consents condition,
termination fees and expense reimbursement triggers and amounts and the scope of the divestiture condition, and the terms and conditions of the
Starwood limited guarantee.

        On April 12, 2017, the Board held a telephonic meeting to consider the Starwood offer and the terms of the Starwood merger agreement.
Forestar management and representatives of JMP and Skadden were in attendance (with JMP in attendance for part of the meeting). Skadden's
representative reviewed the director fiduciary duties and other legal matters, and provided an overview of the status of the terms of the Starwood
merger agreement and the resolution of certain issues, including that the Company and Starwood had obtained consents from certain joint
venture counterparties and that the associated closing condition had been removed from the Starwood merger agreement. Skadden's
representative noted that certain issues remained open in the Starwood merger agreement, including with respect to termination fees and expense
reimbursement amounts and triggers, and the Board provided guidance to Forestar management and Skadden as to the acceptable approach to
such issues. After discussing the transaction with Forestar management and the representatives of JMP and Skadden, the Board determined to
reconvene the following afternoon to consider approval of the Starwood transaction. The Board directed Skadden to discuss and attempt to
resolve with Kirkland the remaining open points, including the triggers for the expense reimbursement provisions. Representatives of Skadden
and Kirkland held telephonic meetings to discuss these open issues and finalized the Starwood merger agreement.

        On April 13, 2017, Starwood informed the Company that the Starwood investment committee met that morning to consider the transaction
and approved the merger with Starwood (which we refer to as the "Starwood merger").

        In the afternoon of April 13, 2017, the Board convened a telephonic meeting to consider the Starwood offer and the terms of the Starwood
merger agreement. Forestar management and representatives of JMP and Skadden were in attendance (with JMP in attendance for part of the
meeting). Skadden's representatives reviewed the director fiduciary duties and other legal matters and the terms of the Starwood merger
agreement, and confirmed that all open issues with respect to the Starwood merger agreement and other transaction documents had been
satisfactorily resolved, including with respect to termination fees and expense reimbursement amounts and triggers. JMP provided an overview
of the potential sale process, including that 29 parties had either been contacted or contacted the Company or JMP during the process that
launched in August 2016 (or had been in previous contact with Forestar as discussed above), that 22 parties had executed a confidentiality
agreement in relation to a potential transaction (none of which contained a "standstill" provision, except for the
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confidentiality agreement with D.R. Horton, as noted above), that eight parties had submitted initial indications of interest and were invited to
conduct further due diligence and that two parties (Starwood and Party I) had submitted final offers, with Party I subsequently withdrawing its
offer. JMP reviewed with the Board JMP's financial analysis of the $14.25 per share consideration to be received in the Starwood merger and
rendered to the Board an oral opinion, confirmed by delivery of a written opinion dated April 13, 2017, to the effect that, as of that date and
based on and subject to the various assumptions and limitations set forth in its opinion, the $14.25 per share consideration to be received by the
holders of Forestar common stock (other than Starwood and its affiliates) in the Starwood merger was fair, from a financial point of view, to
such holders. After discussing the proposed transaction and considering the presentations by Skadden and JMP, the Board unanimously
determined the merger with Starwood to be advisable and in the best interests of Forestar stockholders, determined to approve the Starwood
merger agreement and resolved to recommend adoption of the Starwood merger agreement by Forestar stockholders. Following the meeting,
Forestar confirmed to Starwood that it had obtained its required Board approval and the Starwood merger agreement was executed by Forestar
and Starwood in the evening of April 13, 2017.

        Later on April 13, 2017, Forestar and Starwood issued a press release announcing the execution of the Starwood merger agreement.

        On June 1, 2017, Forestar filed with the SEC a definitive proxy statement for the special meeting of the Company's stockholders to be held
in regards to the Starwood merger.

        On June 5, 2017, Mr. Weber received an email from a representative of Moelis, attaching a letter to the Board in which D.R. Horton
proposed to acquire 75% of the Company for $16.25 in cash per share (the "D.R. Horton $16.25 Proposal"). In connection with the D.R. Horton
$16.25 Proposal, D.R. Horton delivered to the Company proposed drafts of the Stockholder's Agreement and Master Supply Agreement. D.R.
Horton and the Company each issued a press release announcing the D.R. Horton $16.25 Proposal and D.R. Horton held an investor call related
to the D.R. Horton $16.25 Proposal. Later on June 5, 2017, the Board held a telephonic meeting, with members of Company management and
representatives of Skadden in attendance, to discuss the D.R. Horton $16.25 Proposal. Representatives of Skadden gave an overview of the
fiduciary duties of the Board and the terms of the Starwood merger agreement relating to the consideration of, and permitted actions with respect
to, alternative proposals to the Starwood merger. Pursuant to the terms of the Starwood merger agreement, the Company delivered notice of the
D.R. Horton $16.25 Proposal to Starwood on June 5, 2017.

        On June 6, 2017, Mr. Weber spoke with Mr. Moser to discuss the D.R. Horton $16.25 Proposal.

        On June 7, 2017, upon Starwood's request, Citigroup Inc. ("Citi"), Starwood's financial advisor, was given access to the Company's
electronic data room. On behalf of the Company, representatives of JMP spoke with Mr. Baker and Mr. Alexis Kantt from Starwood regarding
the D.R. Horton $16.25 Proposal and the Company's expected timing to consider D.R. Horton $16.25 Proposal. Representatives of Skadden
spoke with representatives of Kirkland regarding the D.R. Horton $16.25 Proposal and the Company's expected timing and approach to
consideration of the D.R. Horton $16.25 Proposal. Later in the day, the Board held a telephonic meeting, with members of Company
management and representatives of JMP and Skadden in attendance, to discuss the D.R. Horton $16.25 Proposal. Representatives of Skadden
gave an overview of the fiduciary duties of the Board and the terms of the Starwood merger agreement relating to the consideration of, and
permitted actions with respect to, alternative proposals to the Starwood merger. Representatives of JMP discussed initial considerations
regarding the financial aspects of the D.R. Horton $16.25 Proposal. After discussion of the D.R. Horton proposal with management, JMP and
Skadden, including discussion of preliminary implied relative values of the consideration in the D.R. Horton $16.25 Proposal compared to the
$14.25 per share price in the Starwood merger, the Board determined, based on the information then available to
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it, that the D.R. Horton $16.25 Proposal could reasonably be expected to lead to a "Superior Proposal," as defined in the Starwood merger
agreement and that failing to participate in discussions or negotiations regarding, or to furnish or disclose information (including non-public
information) in response to, the D.R. Horton $16.25 Proposal would be inconsistent with the Board's fiduciary duties to Forestar stockholders
under applicable law. Accordingly, the Board instructed management to proceed to negotiate a confidentiality agreement with D.R. Horton and,
upon execution of such agreement, enter into discussions or negotiations with D.R. Horton regarding the D.R. Horton $16.25 Proposal.
Following the meeting of the Board, the Company notified Starwood of the determination of the Board, as required by the Starwood merger
agreement.

        On June 8, 2017, the Company published a press release announcing the determination of the Board and that it expected to engage in
discussions or negotiations with D.R. Horton regarding the D.R. Horton $16.25 Proposal and furnish information to D.R. Horton in compliance
with the Starwood merger agreement. Representatives of Skadden delivered an initial draft of a confidentiality agreement to Gibson, Dunn &
Crutcher LLP ("Gibson Dunn"), D.R. Horton's legal counsel. Later that day, following negotiations between the parties, the Company and D.R.
Horton executed a confidentiality agreement and the Company provided D.R. Horton with a copy of the Company Disclosure Letter delivered
by the Company in connection with the Starwood merger agreement. Gibson Dunn delivered an initial draft of the Merger Agreement to
Skadden.

        On June 9, 2017, the Company delivered notice to Starwood that the Company and D.R. Horton had executed the confidentiality agreement
and that a draft Merger Agreement had been delivered to the Company. D.R. Horton and its advisors were granted access to the Company's
electronic data room and representatives of Skadden delivered to Gibson Dunn a list of initial questions with respect to the D.R. Horton $16.25
Proposal and the initial draft of the Merger Agreement. Representatives of Gibson Dunn and Skadden held a telephone conference to discuss the
D.R. Horton $16.25 Proposal and timing and status of D.R. Horton's due diligence review, including the expectation that D.R. Horton's due
diligence review would be largely completed within two to three days. From June 9 to June 11, 2017, the Company and its representatives
responded to questions and provided additional due diligence materials to D.R. Horton and its representatives. As required by the Starwood
merger agreement, the Company provided Starwood with all additional due diligence materials that were provided to D.R. Horton and that had
not been previously provided to Starwood. Representatives from JMP spoke with representatives from Moelis regarding the D.R. Horton $16.25
Proposal and the growth projections that D.R. Horton had provided in its investor call related to the announcement of the D.R. Horton $16.25
Proposal. Later that day, representatives from JMP also spoke with representatives from Citi regarding the D.R. Horton $16.25 Proposal and the
Company's expected timing to respond to the D.R. Horton $16.25 Proposal.

        On June 10, 2017, representatives of the Company, D.R. Horton, JMP, Moelis, Skadden and Gibson Dunn participated in a telephone
conference to discuss the Company's initial questions with respect to the D.R. Horton $16.25 Proposal and D.R. Horton's future plans for the
Company. Later that day, Moelis provided additional detail on the D.R. Horton growth projections for the Company.

        On June 11, 2017, representatives of the Company, D.R. Horton, JMP, Moelis, Skadden and Gibson Dunn held a telephonic meeting to
discuss D.R. Horton's due diligence questions with respect to the Company. Representatives of the Company answered various questions from
representatives of D.R. Horton regarding the Company and its business. Also that day, Mr. Rubright and Mr. Weber spoke with Mr. David Auld,
Chief Executive Officer, and Mr. Mike Murray, Chief Operating Officer, of D.R. Horton regarding various matters related to the transaction
contemplated by the D.R. Horton $16.25 Proposal, including the structure and timing of a transaction. Later that day, Skadden delivered to
Gibson Dunn a revised draft of the Merger Agreement.
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        On June 12, 2017, the Board held a telephonic meeting to discuss the D.R. Horton $16.25 Proposal, with members of the Company's
management and representatives of JMP and Skadden in attendance. At the request of D.R. Horton, representatives of D.R. Horton, Moelis and
Gibson Dunn joined for portions of the meeting. Representatives of D.R. Horton management discussed with the Board D.R. Horton's views of
the benefits to Forestar stockholders of the relationship between D.R. Horton and the Company after the closing of a potential transaction,
including regarding the Master Supply Agreement and the post-closing governance of the Company. Representatives of D.R. Horton responded
to various questions of the Board, and confirmed that D.R. Horton's due diligence review of the Company was largely complete. After the D.R.
Horton discussion, the D.R. Horton, Moelis and Gibson Dunn representatives left the telephonic meeting and the Board reconvened to discuss
D.R. Horton's presentation and the current status of a potential transaction with D.R. Horton, including the provisions of the draft Merger
Agreement, Stockholder's Agreement and Master Supply Agreement. Later that day, representatives from JMP spoke to Mr. Baker and
Mr. Kantt from Starwood to discuss the current status of the Company's review of the D.R. Horton $16.25 Proposal. On the evening of June 12,
representatives of the Company, JMP, Moelis and D.R. Horton participated in a telephonic conference to discuss the D.R. Horton growth
projections for the Company.

        On June 13, 2017, representatives of JMP and Moelis participated in a conference call to discuss D.R. Horton's growth projections for the
Company.

        On June 14, 2017, representatives of Citi and JMP participated in a conference call to discuss the D.R. Horton $16.25 Proposal and Citi
delivered to JMP a presentation regarding the valuation of the D.R. Horton $16.25 Proposal, which presentation was provided to the Board.
Later that day, the Board held a telephonic meeting, with members of the Company's management and representatives of JMP and Skadden in
attendance, to discuss the D.R. Horton $16.25 Proposal. Skadden discussed various process considerations, the fiduciary duties of the Board in
light of the D.R. Horton $16.25 Proposal and the terms of the Starwood merger agreement, and provided an overview of certain issues in the
draft documents and potential approaches thereto, including with respect to the post-closing governance of the Company. Representatives of
JMP discussed various preliminary valuation considerations, particularly with respect to the approximately 25% of Forestar common stock that
would remain outstanding and publicly traded after the closing of the D.R. Horton merger. After discussion among the Board, including
negotiation options with respect to the D.R. Horton $16.25 Proposal, the Board directed the Company's management, with the assistance of JMP
and Skadden, to further review the growth projections for the Company provided by D.R. Horton and negotiate with D.R. Horton various items
of the D.R. Horton $16.25 Proposal and the terms of the proposed agreements, including D.R. Horton's post-closing governance rights and
potential alternative transactions structures, including a forward triangular merger structure similar to the structure contemplated by the
Starwood merger agreement. Representatives of JMP, Moelis, Skadden and Gibson Dunn participated in a conference call in which Skadden and
JMP provided feedback on the D.R. Horton $16.25 Proposal in accordance with the Company's directives and the participants discussed
potential alternative transaction structures.

        On June 15, 2017, Skadden delivered to Gibson Dunn revised drafts of the Stockholder's Agreement and the Master Supply Agreement.
Later that day, representatives of JMP spoke to Mr. Baker and Mr. Kantt from Starwood to discuss the current status of the Company's review of
the D.R. Horton $16.25 Proposal.

        On June 16, 2017, representatives of Skadden and Gibson Dunn participated in a conference call to discuss the draft Merger Agreement,
Stockholder's Agreement and Master Supply Agreement. Among other items, the parties discussed allocation of responsibility for payment of
the termination fee under the Starwood merger agreement, transaction structure, the appraisal rights condition, the size of the Board following
the completion of the D.R. Horton merger, the obligation to retain legacy Board
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members for a period of time following the completion of the D.R. Horton merger, stockholder consent rights, board committee and investment
committee requirements, and required D.R. Horton minimum ownership thresholds for various governance rights or that would allow
termination of the Stockholder's Agreement or Master Supply Agreement. Later that day, representatives of JMP and Moelis participated in a
conference call to discuss D.R. Horton's growth projections for the Company.

        On June 17, 2017, Gibson Dunn delivered to Skadden revised drafts of the Merger Agreement, Stockholder's Agreement, and Master
Supply Agreement, and Skadden delivered a draft of the Company Disclosure Letter to Gibson Dunn.

        On June 18, 2017, Skadden and Kirkland held a telephonic conference to discuss the status of the Company's negotiations with D.R.
Horton. In addition, representatives of the Company's management, JMP and Skadden participated in a conference call to discuss outstanding
issues with the most recent drafts of the transaction documents delivered by Gibson Dunn, including potential approaches to the various
governance provisions. Later that day, representatives of JMP spoke to Mr. Baker and Mr. Kantt from Starwood to discuss the current status of
the Company's review of the D.R. Horton $16.25 Proposal.

        On June 19, 2017, the Board held a telephonic meeting to discuss the D.R. Horton $16.25 Proposal, with members of the Company's
management and representatives of JMP and Skadden in attendance. Skadden presented a summary of the open issues in the transaction
documents, which were generally focused on the governance rights in the Stockholder's Agreement, including the provisions with respect to the
legacy Forestar director, the extent of D.R. Horton consent rights as a stockholder, composition of the Nominating and Governance Committee
during the Lock-Up Period (as defined herein), and ownership thresholds for D.R. Horton rights and termination of the Stockholder's
Agreement. JMP discussed financial aspects of the D.R. Horton $16.25 Proposal, including factors which might influence the valuation of
Forestar common stock not held by D.R. Horton after the merger. In addition to valuation considerations, the Board, JMP and Skadden discussed
the timing and process with respect to the D.R. Horton $16.25 Proposal. After the discussion, the Board directed the Company's management
and its representatives to revise the transaction documents and deliver them to D.R. Horton, and directed JMP to complete its work comparing
financial aspects of the D.R. Horton $16.25 Proposal and the Starwood merger agreement. The Board expected that it would be in a position to
make a determination at its next meeting whether the D.R. Horton $16.25 Proposal constituted a "Superior Proposal" under the Starwood merger
agreement. After the meeting, Skadden delivered to Gibson Dunn updated drafts of the Merger Agreement, Stockholder's Agreement, Master
Supply Agreement and Company Disclosure Letter. Skadden and Gibson Dunn held a conference call in which Skadden conveyed that if D.R.
Horton would like the Board to consider a revised proposal from D.R. Horton that included the proposed changes to the various transaction
documents, D.R. Horton should be prepared to submit executed documents and a binding offer ahead of the next Board meeting, which was
expected to occur on June 21, 2017. Later that day, representatives from JMP spoke to Mr. Baker and Mr. Kantt from Starwood to discuss the
current status of the Company's review of the D.R. Horton $16.25 Proposal.

        On June 20, 2017, Kirkland and Skadden held a conference call regarding various closing matters with respect to the Starwood merger and
Kirkland indicated that Starwood remained committed to working toward a closing in the middle of July. Gibson Dunn delivered to Skadden
revised drafts of the Merger Agreement, Stockholder's Agreement and Master Supply Agreement, as well as a draft certificate of incorporation
and draft bylaws for the surviving entity in the prospective merger contemplated by the D.R. Horton $16.25 Proposal. Skadden delivered notice
to Starwood that the Company received revised drafts of the transaction documents from D.R. Horton. Representatives of Skadden and Gibson
Dunn held various telephone conferences to discuss the revised drafts of the transaction agreements to attempt to resolve any remaining open
items.
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        On June 21, 2017, Skadden delivered to Gibson Dunn a revised Company Disclosure Letter. Skadden informed Kirkland that the Board
would be meeting and expected to make its determination with respect to whether the D.R. Horton $16.25 Proposal constituted a Superior
Proposal. Prior to the meeting of the Board, Starwood transmitted a letter to the Company with a proposed amendment to the Starwood merger
agreement, executed by the Starwood parties, to increase the merger consideration in the Starwood merger from $14.25 per share to $15.50 per
share (the "Starwood $15.50 Amendment"). The Starwood $15.50 Amendment provided that other than the increase in the merger consideration
to $15.50 per share, the terms of the Starwood merger agreement would be unchanged. Starwood included with its letter a financial presentation
prepared by Citi comparing the value of the D.R. Horton $16.25 Proposal and the proposed increased $15.50 per share price in the Starwood
merger. Thereafter, the Board held a telephonic meeting, with members of the Company's management and representatives of JMP and Skadden
in attendance, to discuss the D.R. Horton $16.25 Proposal and the Starwood $15.50 Amendment. Skadden presented an overview of the
fiduciary duties of the Board, and provided a summary of the expected binding offer for the D.R. Horton $16.25 Proposal and the proposed
Starwood $15.50 Amendment. The Company's management presented its views on the comparative value of the transactions. JMP discussed a
comparison of financial aspects of the transactions. During the meeting, D.R. Horton submitted the expected binding offer with respect to the
D.R. Horton $16.25 Proposal, which included executed versions of the Merger Agreement, the Stockholder's Agreement and the Master Supply
Agreement and a binding offer letter which stated that the binding offer would automatically terminate if, among other things, (a) the Company
failed to provide notice to D.R. Horton by 5:30 p.m. New York time on June 22, 2017 that the Company had provided notice to Starwood that
the Board had determined that the D.R. Horton $16.25 Proposal was a Superior Proposal under the Starwood merger agreement, or (b) the
Company failed to terminate the Starwood merger agreement and return the Company's countersignatures to the transaction agreements by
1:00 p.m. New York time on June 29, 2017. After discussing the D.R. Horton proposal and the proposed Starwood $15.50 Amendment, the
Board determined not to make a determination at the meeting regarding whether the D.R. Horton $16.25 Proposal constituted a Superior
Proposal in order to allow JMP to update its work comparing financial aspects of the transactions in light of the increased $15.50 per share price
proposed by Starwood, and to provide the Board with adequate time to consider the two transactions. The Board resolved to approve the
Company's entry into the Starwood $15.50 Amendment and reaffirmed its prior determination, in light of the Starwood $15.50 Amendment, that
the D.R. Horton $16.25 Proposal could reasonably be expected to lead to a Superior Proposal. Thereafter, the Company executed the Starwood
$15.50 Amendment and Skadden delivered notice to Starwood of the execution of the Starwood $15.50 Amendment and of the determination by
the Board that the D.R. Horton $16.25 Proposal could reasonably be expected to lead to a Superior Proposal. Skadden also delivered notice to
Starwood of Gibson Dunn's delivery to Skadden of the D.R. Horton binding offer and of Skadden's delivery of an updated Company Disclosure
Letter to Gibson Dunn. Later on June 21, 2017, the Company issued a press release announcing the Starwood $15.50 Amendment and the
determination by the Board that the D.R. Horton $16.25 Proposal could reasonably be expected to lead to a Superior Proposal. That evening,
representatives of JMP spoke with representatives of Moelis to discuss the D.R. Horton proposal in light of the Starwood $15.50 Amendment.

        On June 22, 2017, D.R. Horton issued a pre-market press release in which it noted its commitment to the D.R. Horton $16.25 Proposal.
Representatives of Skadden and Gibson Dunn held a conference call to discuss the upcoming meeting of the Board, scheduled for later in the
day, and Skadden informed Gibson Dunn that it was expected that the Board would make a determination at the meeting regarding whether the
D.R. Horton $16.25 Proposal was a Superior Proposal. Prior to the Board meeting, D.R. Horton submitted a revised binding offer to the
Company increasing the cash consideration to acquire 75% of the Company from $16.25 per share to $16.75 per share (the "D.R. Horton $16.75
Proposal"). The binding offer with respect to the D.R. Horton $16.75 Proposal,
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which included executed versions of the Merger Agreement, the Stockholder's Agreement and the Master Supply Agreement unchanged from
the June 21 versions other than with respect to the increase in the cash consideration to $16.75 per share, provided that the binding offer would
automatically terminate if, among other things, (a) the Company failed to provide notice to D.R. Horton by 11:59 p.m. New York time on
June 22, 2017 that the Company had provided notice to Starwood that the Board had determined that the D.R. Horton $16.75 Proposal was a
Superior Proposal under the Starwood merger agreement, or (b) the Company failed to terminate the Starwood merger agreement and return the
Company's countersignatures to the transaction agreements by 1:00 p.m. New York time on June 29, 2017. After receiving the D.R. Horton
$16.75 Proposal, but before the Board meeting, Skadden telephoned Kirkland to update them that there had been developments with respect to
the D.R. Horton transaction and that Skadden would likely have additional information to share following the meeting with the Board. The
Board held a telephonic meeting at 5:00 p.m. New York time, with members of the Company's management and representatives of JMP and
Skadden in attendance. In light of the recent receipt of the D.R. Horton $16.75 Proposal, the Board discussed the relative valuations of the two
transactions, but determined to make no immediate determination with respect to whether the D.R. Horton $16.75 Proposal constituted a
Superior Proposal. JMP again discussed a comparison of financial aspects of the transactions and discussed transaction timing, considerations
related to stockholder approval, considerations related to recent trading of the Company's stock and other strategic considerations. The Board
also discussed its approach with respect to the Starwood and D.R. Horton transactions and concluded that it would likely determine that a D.R.
Horton transaction was a Superior Proposal at a price of $17.25 per share, if the Starwood price remained at $15.50 per share. The Board
directed the Company's management, JMP and Skadden to reach out to Starwood and D.R. Horton to encourage each party to present a revised
offer that evening for consideration by the Board ahead of the 11:59 p.m. New York time expiration of the D.R. Horton $16.75 Proposal. The
Board determined to reconvene later in the evening.

        After the conclusion of the 5:00 p.m. New York time meeting of the Board, representatives of JMP telephoned representatives of Moelis to
convey that no determination was made with respect to the D.R. Horton $16.75 Proposal but that, based on the Starwood $15.50 Amendment,
the Board had authorized JMP to communicate that the Board would likely declare a D.R. Horton transaction at a price of $17.25 per share a
Superior Proposal and that, in any event, the Board was scheduled to reconvene that evening. Skadden telephoned Kirkland to notify them of the
D.R. Horton $16.75 Proposal and informed them that if an improved Starwood offer were to be forthcoming, it would be preferable to be made
that evening. Subsequently, Kirkland delivered to Skadden a second proposed amendment to the Starwood merger agreement, executed by the
Starwood parties, to increase the merger consideration from $15.50 to $16.00 per share (the "Starwood $16.00 Amendment"). The Starwood
$16.00 Amendment provided that other than the increase in the merger consideration to $16.00 per share, the terms of the Starwood merger
agreement would be unchanged. The Board held another telephonic meeting, at 9:30 p.m. New York time, to discuss its approach while awaiting
a possible response from D.R. Horton. The Board was informed that a response from D.R. Horton had not been received and was likely to be
provided, if one were forthcoming, only on the morning of June 23, 2017. Representatives of JMP discussed with the Board the relative
valuation of the Starwood $16.00 Amendment and the D.R. Horton transaction at various potential values of the cash consideration in the D.R.
Horton merger. After such discussion, the Board instructed JMP to notify Moelis that the Board would likely determine the D.R. Horton
transaction a Superior Proposal at a price of $17.75 per share in light of the increased Starwood price. In light of the lack of response from D.R.
Horton and the Starwood $16.00 Amendment, the Board opted to allow the D.R. Horton $16.75 Proposal to expire at 11:59 p.m., approved the
execution and delivery of the Starwood $16.00 Amendment and decided to reconvene at 7:00 a.m. New York time on June 23, 2017.
Representatives of JMP telephoned Moelis to inform Moelis that the Board would reconvene at that time to consider any binding offer that was
provided by D.R. Horton ahead of such meeting.
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        On June 23, 2017, prior to the 7:00 a.m. New York time Board meeting, D.R. Horton submitted a revised binding offer to the Company
increasing the cash consideration to acquire 75% of the Company from $16.75 per share to $17.75 per share (the "D.R. Horton $17.75
Proposal"). The D.R. Horton $17.75 Proposal, which included executed versions of the Merger Agreement, the Stockholder's Agreement and the
Master Supply Agreement unchanged from the June 21 versions other than with respect to consideration, provided that the binding offer would
automatically terminate if, among other things, (a) the Company failed to provide notice to D.R. Horton by 9:30 a.m. New York time on
June 23, 2017 that the Company had provided notice to Starwood that the Board had determined that the D.R. Horton $17.75 Proposal was a
Superior Proposal under the Starwood merger agreement, or (b) the Company failed to terminate the Starwood merger agreement and return the
Company's countersignatures to the transaction agreements by 1:00 p.m. New York time on June 30, 2017. The Board held a telephonic Board
meeting at 7:00 a.m. New York time, with members of Company management and representatives of JMP and Skadden in attendance.
Representatives of Skadden provided an overview of the Board's fiduciary duties and the proposed terms of the transaction documents with D.R.
Horton, and JMP discussed financial aspects of the D.R. Horton $17.75 Proposal compared to the $16.00 per share price from Starwood. After
discussing the D.R. Horton $17.75 Proposal and the Starwood merger agreement, including the Starwood $16.00 Amendment, the Board
determined that the D.R. Horton $17.75 Proposal constituted a Superior Proposal, and that failure to terminate the Starwood merger agreement
to enter into an agreement concerning the D.R. Horton $17.75 Proposal would be inconsistent with its fiduciary duties to the stockholders of the
Company under applicable law. Following the Board meeting, Skadden delivered a notice to Starwood that the Board has determined that the
D.R. Horton $17.75 Proposal constituted a Superior Proposal and that the Board intended to terminate the Starwood merger agreement to enter
into a definitive, written agreement with respect to the D.R. Horton $17.75 Proposal. In accordance with the Starwood merger agreement, the
Company informed Starwood that it would discuss and negotiate with Starwood in good faith (to the extent requested by Starwood) until
5:00 p.m. New York time on June 28, 2017 such adjustments in the terms and conditions of the Starwood merger agreement as would permit the
Board not to terminate the Starwood merger agreement with Starwood, and provided notice to D.R. Horton of its delivery of such notice to
Starwood. The Company also delivered written notice to Starwood of the D.R. Horton $16.75 Proposal and the D.R. Horton $17.75 Proposal, as
well as the execution by the Company of the Starwood $16.00 Amendment. Representatives from JMP spoke with Mr. Baker at Starwood
regarding the decision of the Board and the pending press release. The Company issued a press release announcing the Superior Proposal
determination and the Starwood $16.00 Amendment on the morning of June 23, 2017.

        Following the notice on June 23, 2017 until the end of the notice period at 5:00 p.m. New York time on June 28, 2017, Starwood did not
request that the Company discuss and negotiate with Starwood in good faith any adjustments to the terms and conditions of the Starwood merger
agreement. During such period, representatives of Starwood contacted representatives of D.R. Horton to discuss the potential acquisition of
certain Forestar assets by Starwood. D.R. Horton informed Starwood that it did not have the authority to negotiate any such transaction on behalf
of Forestar and that it was not currently in a position to determine the appropriate sale value of any of Forestar's assets.

        On the evening of June 28, 2017, the Board convened a telephonic meeting to consider the D.R. Horton $17.75 Proposal. Representatives
of Company management and representatives of JMP and Skadden were in attendance. Skadden's representatives reviewed the director fiduciary
duties and other legal matters and the terms of the Merger Agreement, the Stockholder's Agreement and the Master Supply Agreement and
confirmed that the transaction documents were unchanged from those discussed at the previous Board meeting, other than the increased price.
JMP reviewed with the Board JMP's financial analysis of the D.R. Horton $17.75 Proposal and rendered to the Board an oral opinion, confirmed
by delivery of a written opinion dated June 28, 2017, to the effect that, as of that
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date and based on and subject to the various assumptions and limitations set forth in its opinion, the aggregate merger consideration to be
received by the holders of Forestar common stock (other than D.R. Horton and its affiliates) in the merger was fair, from a financial point of
view, to such holders. After discussing the proposed transaction and considering the presentations by Skadden and JMP, the Board unanimously
resolved that the D.R. Horton $17.75 Proposal remained a Superior Proposal, to terminate the Starwood merger agreement, to authorize the
Company to pay the $20 million termination fee to Starwood, that the merger with D.R. Horton is advisable and in the best interests of Forestar
stockholders and to approve the Merger Agreement and recommend adoption of the Merger Agreement by Forestar stockholders.

        On the morning of June 29, 2017, the Company paid the $20 million termination fee to Starwood as required under the Starwood merger
agreement and provided a notice of termination of the Starwood merger agreement to Starwood. Immediately thereafter, the Company executed
the Merger Agreement, the Stockholder's Agreement and the Master Supply Agreement and provided such documents to D.R. Horton, together
with a notice of the Company's termination of the Starwood merger agreement.

        Later on the morning of June 29, 2017, prior to the market opening, the Company issued a press release announcing the termination of the
Starwood merger agreement and the entry into the Merger Agreement, and the Company and D.R. Horton issued a joint press release
announcing the execution of the Merger Agreement.

        Following the execution of the merger agreement, representatives of Starwood again contacted representatives of D.R. Horton to discuss a
potential transaction involving the acquisition of certain Forestar assets by Starwood. Representatives of D.R. Horton informed representatives
of Forestar regarding the Starwood inquiry, and subsequently representatives of D.R. Horton met with representatives of Starwood to discuss
Starwood's interest in a transaction. Following such meeting, D.R. Horton again informed Starwood that it did not have the authority to negotiate
any such transaction on behalf of Forestar and that it was not currently in a position to determine the appropriate sale value of any of Forestar's
assets.

 Recommendation of the Forestar Board of Directors and Reasons for the Merger

Recommendation of Our Board of Directors

        The Board, after considering the various factors described below, (i) unanimously determined that the Merger Agreement and the
transactions contemplated by the Merger Agreement, including the merger, are advisable, fair to and in the best interests of Forestar and its
stockholders, (ii) declared the Merger Agreement advisable under Delaware law and (iii) unanimously approved, adopted and authorized the
Merger Agreement and the transactions contemplated by the Merger Agreement, including the merger.

The Board unanimously recommends that you vote (i) "FOR" the proposal to adopt the Merger Agreement, (ii) "FOR" the
proposal to approve, by non-binding advisory vote, specified compensation that may be paid or become payable to Forestar's named
executive officers in connection with the merger and (iii) "FOR" the proposal to approve the adjournment of the special meeting, if
necessary or appropriate, to solicit additional proxies if there are insufficient votes at the time of the special meeting to approve the
proposal to adopt the Merger Agreement.

Reasons for the Merger

        In evaluating the merger, the Merger Agreement and the other transactions contemplated by the Merger Agreement, the Board consulted
with our management team and our outside legal and financial advisors and, in reaching its decision to approve the merger, the Merger
Agreement and the
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other transactions contemplated by the Merger Agreement, the Board considered a number of factors, including the following material factors
which it viewed as supporting its decision to approve and recommend approval of the merger and the adoption of the Merger Agreement by our
stockholders:

�
the fact that the Company considered a variety of strategic alternatives over an extensive, approximately two-year period;

�
the fact that the Company sought offers to purchase from a broad group of potential bidders, including financial sponsors
and strategic bidders, 22 of which entered into confidentiality agreements with the Company and received information
related to the Company, and D.R. Horton's offer was the highest value final offer in the judgment of the Board;

�
the fact that the implied value of the proposed aggregate consideration to be received by the holders of Forestar's common
stock of $16.00 to $17.82 on a per share basis (as indicated by the illustrative pro forma Forestar discounted cash flow
analysis performed by Forestar's financial advisor described below under "�Opinion of Forestar's Financial Advisor") was
equal to or above the price of $16.00 per share to be paid in the amended Starwood merger agreement, and a premium of
between 13.8% and 26.8% over the Company's closing stock price on April 12, 2017, the day prior to the announcement of
the Starwood merger agreement; and

�
the belief of the Board that the per share transaction consideration of $17.75 in cash for 75% of the shares of Forestar
common stock is more favorable to Forestar stockholders than the consideration of $16.00 per share in cash per share of
Forestar common stock that was to be paid under the amended Starwood merger agreement;

�
the fact that the price proposed by D.R. Horton reflected extensive negotiations between the Company and D.R. Horton, as
well as extensive negotiations between the Company and Starwood;

�
the Company's current and historical financial condition, results of operations, competitive position, strategic options and
prospects, as well as the Company's future financial plan and prospects, and the Board's and management's knowledge of
D.R. Horton's business, strategy and future prospects, and the assessment, based on such knowledge, that the transaction
would be favorable to Forestar and its stockholders;

�
the perceived challenges and risks, and the general and administrative costs, of continuing as a stand-alone public company
and the assessment by the Board that no other internally developed alternatives were reasonably likely in the near term to
create greater value for Forestar stockholders than the merger, taking into account business, competitive, industry and
market risks;

�
the Board's view of D.R. Horton's successful track record in the real estate business and the potential benefits of the strategic
alliance with D.R. Horton, the nation's largest homebuilder (as measured by number of homes closed and revenues),
including pursuant to the Master Supply Agreement, and discussions with Forestar's management and its financial advisor
regarding D.R. Horton's business, assets, financial condition, business plan and prospects;

�
the financial analyses presented by JMP, as well as the oral opinion of JMP delivered to the Board on June 28, 2017, and
subsequently confirmed by delivery of a written opinion by JMP, dated June 28, 2017, as to the fairness, from a financial
point of view and as of the date of the opinion, to holders of Forestar common stock (other than D.R. Horton and its
affiliates) of the aggregate merger consideration, which opinion was based on and subject to the assumptions made,
procedures followed, matters considered and limitations and qualifications on the review undertaken, as more fully described
below under "�Opinion of Forestar's Financial Advisor," and in considering JMP's opinion, the Board noted that JMP had
informed the Board on June 6,
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2017, that during the two year period ended June 6, 2017, JMP had not been engaged by Forestar, D.R. Horton or Starwood
Land Ventures, and there was no potential engagement pending with such persons, other than in its role as financial advisor
to Forestar in connection with the merger, and that JMP believed that it did not have any relationships with D.R. Horton or
Starwood that would prevent JMP from acting independently as Forestar's financial advisor in connection with the merger;

�
the current state of the economy and uncertainty surrounding forecasted economic conditions both in the near term and the
long term, generally, and within our industry in particular which could reduce revenue generated by our projects;

�
the fact that the Forestar stockholders may elect to receive the merger consideration either in (i) all cash or (ii) all Forestar
common stock (subject, in each case, to proration), providing Forestar stockholders with the option to receive immediate
value through the cash consideration or to continue to participate in the equity value of Forestar as an affiliate of
D.R. Horton following the D.R. Horton merger recognizing that Forestar stockholders will hold approximately 25% on a
fully diluted basis of Forestar equity immediately after the D.R. Horton merger, and that one current Forestar director will
continue to serve on the Board after the D.R. Horton merger;

�
the fact that the termination fee of $20 million payable by us in certain circumstances was viewed by the Board, after
consultation with our advisors, as reasonable and not likely to preclude any other party from making a competing acquisition
proposal, including in light of D.R. Horton's acquisition proposal;

�
the fact that the expense reimbursement of $4 million payable by us if the Merger Agreement is terminated in certain
circumstances was viewed by the Board, after consultation with our advisors, as reasonable;

�
the reasonable likelihood that the merger and the other transactions contemplated by the Merger Agreement would be
completed based on, among other things, D.R. Horton's size and financial liquidity and its status as a strategic acquiror, and
the Company's ability to seek to specifically enforce D.R. Horton's obligations under the Merger Agreement, including the
obligation to consummate the merger, and the lack of a financing condition for the merger;

�
the Company's ability, under circumstances described in the Merger Agreement, to provide information to and engage in
discussions or negotiations with a third party that makes an unsolicited bona fide acquisition proposal if the Board, prior to
taking any such actions, determines in good faith that such acquisition proposal either constitutes a superior proposal or
could reasonably be expected to lead to a superior proposal and the fact that none of the confidentiality agreements entered
into by the Company in the potential sales process contains a "standstill" provision that remains effective;

�
the ability of the Board, under circumstances described in the Merger Agreement, to withdraw, modify or amend the Board's
recommendation that Forestar stockholders vote to adopt the Merger Agreement, subject to payment of a termination fee of
$20 million if the Merger Agreement is terminated in such case;

�
our ability to terminate the Merger Agreement, under certain circumstances, in order to enter into a definitive agreement
providing for a superior proposal if the Board determines, after consultation with advisors and after taking into account any
changes to the terms of the Merger Agreement proposed by D.R. Horton, that the superior proposal continues to constitute a
superior proposal, upon payment of a termination fee of $20 million;
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�
the terms and conditions of the Merger Agreement, which were reviewed by the Board in consultation with our advisors, and
the fact that such terms were derived from arm's-length negotiations among the parties;

�
the belief of the Board that there are a limited number of potential purchasers of the Company based on, among other things,
strategic fit and financial ability;

�
the fact that the receipt of new shares of Forestar common stock, if applicable, is not expected to be taxable to Forestar
stockholders for U.S. federal income tax purposes;

�
the fact that the Merger Agreement would be subject to adoption by our common stockholders, and our common
stockholders would be free to reject the merger by voting against the merger for any reason, including if a higher offer were
to be made prior to the special meeting (although we may be required to pay expense reimbursement of $4 million in such
circumstances or, if we subsequently were to enter into a definitive agreement relating to and/or consummate an acquisition
proposal, a termination fee of $20 million under certain circumstances);

�
the minority stockholder protections contained in the D.R. Horton Stockholder's Agreement and Forestar organizational
documents, including independent director approval of certain actions of Forestar for a period of time after consummation of
the D.R. Horton merger; and

�
the fact that stockholders who do not vote to adopt the Merger Agreement and who follow certain prescribed procedures are
entitled to appraisal rights under Delaware law.

        The Board also considered the following potentially negative factors in its deliberations concerning the merger, the Merger Agreement and
the other transactions contemplated by the Merger Agreement:

�
the fact that the transaction is not all cash, which precludes Forestar stockholders from enjoying certainty of value for their
shares of Forestar common stock;

�
the fact that the receipt of cash, if applicable, is expected to be taxable to Forestar stockholders for U.S. federal income tax
purposes;

�
the fact that the existence of a controlling stockholder of Forestar may have the effect of making it more difficult for a third
party to acquire, or discouraging a third party from seeking to acquire, Forestar, and that a third party would be required to
negotiate any such transaction with D.R. Horton, and the interests of D.R. Horton with respect to such transaction may be
different from the interests of other Forestar stockholders;

�
the risk that the merger could be delayed or not completed;

�
the fact that, although the Board has determined that the merger is advisable and in the best interests of the Company and our
stockholders and reflects the best price reasonably available in a sale of the Company at this time, and despite the fact that
we conducted an extensive marketing process, with the assistance of our financial advisor, there can be no assurances that
another alternative would not have resulted in a higher amount per share than the price payable pursuant to the merger;

�
the significant costs involved in connection with entering into and completing the merger and the substantial time and effort
of management required to complete the merger, which may disrupt the Company's business operations;
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completion of the proposed transactions and generally change the manner in which we have conducted our business and
operations in the past;
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�
the risk that the pending transactions or failure to complete the merger may negatively impact our relationships with our
lenders, stockholders, joint venture partners and other business partners, and may divert attention away from the day-to-day
operation of our business;

�
the risk that the conditions to the merger may not be satisfied, including if holders of 20% or more of our common stock
properly exercise appraisal rights;

�
our inability to solicit competing acquisition proposals and the possibility that the $20 million termination fee payable by us
upon the termination of the Merger Agreement under the circumstances described in the Merger Agreement could
discourage other potential bidders from making a competing bid to acquire us;

�
the risk that the potential benefits of the strategic relationship with D.R. Horton, including the transactions contemplated by
the Master Supply Agreement, may not be realized;

�
the risk that other builder customers may be reluctant to purchase lots from or refer new development projects to Forestar
due to the relationship with D.R. Horton;

�
the risk that after the merger, D.R. Horton will control Forestar and D.R. Horton's interests may conflict with the interests of
the other Forestar stockholders.

�
the fact that some of our directors and executive officers may have interests in the merger and the other transactions
contemplated by the Merger Agreement that are different from, or in addition to, those of our stockholders; and

�
the fact that the Company will experience an "ownership change" under Section 382 of the Code, potentially limiting its use
of tax attributes, such as unrealized built-in losses and other tax attributes, to reduce future tax liabilities after completion of
the merger.

        The foregoing discussion is not meant to be exhaustive, but summarizes the material factors considered by the Board in its consideration of
the merger. After considering these and other factors, the Board concluded that the potential benefits of the merger outweighed the uncertainties
and risks. In view of the variety of factors considered by the Board and the complexity of these factors, the Board did not find it practicable to,
and did not, quantify or otherwise assign relative weights to the foregoing factors in reaching its determination and recommendations. Moreover,
each member of the Board applied his or her own personal business judgment to the process and may have assigned different weights to
different factors. Based upon the totality of the information presented to and considered by the Board, the Board unanimously approved the
Merger Agreement and the consummation of the merger in accordance with the terms and subject to the conditions of the Merger Agreement
and recommends that Forestar stockholders adopt the Merger Agreement.

 Opinion of Forestar's Financial Advisor

        Forestar has retained JMP as its financial advisor in connection with the merger. In connection with this engagement, Forestar requested
that JMP evaluate the fairness, from a financial point of view, to holders of Forestar common stock (other than D.R. Horton and its affiliates) of
the aggregate merger consideration to be received by such holders in the merger. On June 28, 2017, at a meeting of the Board at which the
merger was approved, JMP rendered to the Board an oral opinion, confirmed by delivery of a written opinion dated June 28, 2017, to the effect
that, as of that date and based on and subject to the matters described in its opinion, the aggregate merger consideration to be received by the
holders of Forestar common stock (other than D.R. Horton and its affiliates) in the merger was fair, from a financial point of view, to such
holders.

        The full text of JMP's written opinion, dated June 28, 2017, which describes the assumptions made, procedures followed, matters
considered and limitations on the review undertaken, is attached to this proxy statement/prospectus as Annex D and is incorporated into this
proxy statement/prospectus by
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reference. The description of JMP's opinion set forth in this proxy statement/prospectus is qualified in its entirety by reference to the full text of
JMP's opinion. JMP's opinion was provided to the Board (in its capacity as such) in connection with its consideration of the merger.
JMP's opinion did not address the underlying decision of Forestar to proceed with or effect the merger or the relative merits of the
merger as compared to any alternative strategy or transaction that might exist for Forestar (including, without limitation, the
previously proposed Starwood merger). JMP's opinion does not constitute a recommendation as to how the Board or any stockholder
should act or vote with respect to the merger or any other matter, including whether any stockholder should elect to receive either the
cash consideration or the stock consideration or make no election. Forestar stockholders are urged to read carefully JMP's opinion in its
entirety.

        For purposes of its opinion, JMP:

�
reviewed the financial terms and conditions of the Merger Agreement;

�
reviewed certain publicly available business and financial information relating to Forestar, including Forestar's audited
financial statements for the years ended December 31, 2016, 2015 and 2014;

�
reviewed certain financial projections provided to JMP by Forestar relating to Forestar and its community development
projects, as well as to the estimated sale value of Forestar's multifamily assets (as summarized below under "�Projected
Financial Information"), and certain other historical and current financial and business information provided to JMP by
Forestar, including purchase price information from certain letters of intent and draft purchase agreements as well as certain
third party appraisals provided to JMP by Forestar relating to certain other real estate assets of Forestar;

�
reviewed certain financial projections provided to JMP by D.R. Horton relating to the Company after completion of the
merger and adjustments thereto provided to JMP by Forestar;

�
held discussions regarding the operations, financial condition and prospects of Forestar before and after completion of the
merger with the respective senior managements of Forestar and D.R. Horton;

�
reviewed, for informational purposes, the premiums paid in certain publicly announced mergers and acquisitions transactions
in certain real estate industries;

�
reviewed the current and historical trading prices and volume of Forestar common stock;

�
considered the results of Forestar's efforts, with JMP's assistance, to solicit indications of interest and definitive proposals
from certain third parties with respect to a possible acquisition of Forestar, including with respect to the previously proposed
Starwood merger; and

�
performed such other studies, analyses and inquiries and considered such other factors as JMP deemed appropriate.

        In arriving at its opinion, JMP, with Forestar's consent, (i) relied upon and assumed the accuracy and completeness of all information from
public sources or which was provided to JMP by or on behalf of Forestar or D.R. Horton or otherwise reviewed by JMP, without independent
verification, (ii) did not assume any responsibility for independently verifying such information, and (iii) relied on the assurances of the senior
management of Forestar that it was not aware of any facts or circumstances that would make such information provided to JMP inaccurate or
misleading. In addition, with Forestar's consent, JMP did not make any independent evaluation or appraisal of any of the assets or liabilities
(contingent or otherwise) of Forestar (with respect to any of its community development projects or otherwise), nor was JMP furnished with any
such evaluations or appraisals except as described above. With respect to the financial projections referred to above (including the financial
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projections provided to JMP by D.R. Horton as adjusted by Forestar relating to the Company after completion of the merger) and any other
forecasts or forward-looking information, JMP assumed, at the direction of the senior management of Forestar, that such projections, forecasts
and information were reasonably prepared and reflected the best currently available estimates and good faith judgments of such management as
to the expected future results of operations and financial condition of Forestar before and after completion of the merger and the other matters
covered thereby, and JMP relied on such information in arriving at its opinion. Further, with respect to such financial projections and any other
forecasts or forward-looking information, as part of JMP's analysis in connection with its opinion, JMP assumed, with Forestar's consent, that
the financial results reflected therein could be realized in the amounts and at the times indicated thereby, and JMP did therefore not assess the
reasonableness or achievability of such projections, forecasts and information. With respect to the purchase price information from letters of
intent and draft purchase agreements as well as the third party appraisals referred to above, JMP assumed, at the direction of the senior
management of Forestar, that such purchase price information and third party appraisals represented reasonable estimates of the values of the
assets of Forestar to which they relate, and JMP relied on such information in arriving at its opinion. In arriving at its opinion, JMP did not apply
a minority discount for purposes of its analysis of the new Forestar common stock to be received as part of the aggregate merger consideration.

        In addition, in arriving at its opinion, JMP assumed, with Forestar's consent, that (i) all material information JMP requested from Forestar
during the scope of its engagement had been provided to JMP fully and in good faith, (ii) the merger would be consummated in accordance with
the terms and conditions set forth in the Merger Agreement (the final terms and conditions of which JMP assumed would not differ in any
respect material to JMP's analysis from the aforementioned draft that JMP reviewed), without any waiver, modification or amendment of any
material terms or conditions, (iii) the representations and warranties made by the parties to the Merger Agreement were and would be true and
correct in all respects material to JMP's analysis, (iv) all governmental and third party consents, approvals and agreements necessary for the
consummation of the merger would be obtained without any adverse effect on Forestar or the merger, and (v) the merger would not violate any
applicable federal or state statutes, rules or regulations.

        JMP's opinion addressed only the fairness, from a financial point of view, to the holders of Forestar common stock (other than D.R. Horton
and its affiliates) of the aggregate merger consideration to be received by such holders in the merger. JMP's opinion did not constitute legal,
regulatory, accounting, insurance, tax or other similar professional advice and did not address (i) the underlying decision of Forestar to proceed
with or effect the merger, (ii) the terms of the merger (other than the aggregate merger consideration to the extent expressly addressed in JMP's
opinion) or any arrangements, understandings, agreements or documents related to the merger (including the terms of the Master Supply
Agreement and Stockholder's Agreement contemplated to be entered by Forestar and D.R. Horton), (iii) the fairness of the merger (other than
with respect to the aggregate merger consideration to the extent expressly addressed in JMP's opinion) or any other transaction to Forestar's
equity holders or creditors or any other person or entity, including, without limitation, the fairness of any consideration to be paid in connection
with the merger to the holders of any other class of securities, creditors or other constituencies of Forestar or the fairness of the aggregate merger
consideration relative to any such consideration, (iv) the election by holders of Forestar common stock to receive the cash consideration or the
stock consideration, or the actual allocation between the cash consideration and the stock consideration among such holders (including, without
limitation, any allocation thereof as a result of proration pursuant to the Merger Agreement), or the relative fairness of the cash consideration and
the stock consideration, (v) the relative merits of the merger as compared to any alternative strategy or transaction that might exist for Forestar
(including, without limitation, the previously proposed Starwood merger), or the effect of any other transaction which Forestar may consider in
the future, (vi) the tax, accounting or legal consequences of the merger, or (vii) the solvency, creditworthiness, fair market value or fair value of
any of Forestar, D.R. Horton or
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their respective assets under any applicable laws relating to bankruptcy, insolvency, fraudulent conveyance or similar matters. JMP's opinion
expressed no opinion as to the fairness of the amount or nature of any compensation to any officers, directors or employees of any party to the
merger, or any class of such persons, relative to the aggregate merger consideration to be received by the holders of Forestar common stock in
the merger.

        JMP's opinion was necessarily based on business, economic, monetary, market and other conditions as they existed and could be reasonably
be evaluated on, and the information made available to JMP as of, the date of JMP's opinion. Subsequent developments may affect JMP's
opinion, and JMP assumed no responsibility for updating or revising its opinion based on circumstances or events occurring after the date of the
opinion (regardless of the closing date of the merger). JMP has not been engaged to amend, supplement or update its opinion at any time. JMP
expressed no view or opinion as to what the value of the new Forestar common stock actually will be when issued pursuant to the merger or the
prices at which Forestar common stock issued before or after completion of the merger may be purchased, sold or exchanged, or otherwise be
transferable, at any time. JMP also expressed no view or opinion as to the prices at which any of the real estate assets of Forestar may be
purchased, sold or exchanged, or otherwise be transferable, at any time. Forestar imposed no other instructions or limitations on JMP with
respect to the investigations made or procedures followed by JMP in rendering its opinion.

        In preparing its opinion, JMP performed a variety of financial analyses, including those described below. This summary of the analyses is
not a complete description of JMP's opinion or the analyses underlying, and factors considered in connection with, JMP's opinion, but
summarizes the material analyses performed and presented in connection with such opinion. The preparation of a financial opinion is a complex
analytical process involving various determinations as to the most appropriate and relevant methods of financial analysis and the application of
those methods to the particular circumstances and, therefore, a financial opinion is not readily susceptible to summary description. JMP arrived
at its ultimate opinion based on the results of all analyses undertaken by it and assessed as a whole, and did not draw, in isolation, conclusions
from or with regard to any one factor or method of analysis for purposes of its opinion. Accordingly, JMP believes that its analyses must be
considered as a whole and selecting portions of its analyses and factors without considering all analyses and factors could create a misleading or
incomplete view of the processes underlying its analyses and opinion.

        In its analyses, JMP considered industry performance, general business, economic, market and financial conditions and other matters
existing as of the date of its opinion, many of which are beyond the control of Forestar. No company, business or transaction reviewed is
identical to Forestar, either before or after completion of the merger, or the merger. An evaluation of these analyses is not entirely mathematical;
rather, the analyses involve complex considerations and judgments concerning financial and operating characteristics and other factors that could
affect the public trading or other values of the companies, businesses or transactions reviewed.

        The estimates contained in JMP's analyses and the valuation ranges resulting from any particular analysis are not necessarily indicative of
actual values or predictive of future results or values, which may be significantly more or less favorable than those suggested by its analyses. In
addition, analyses relating to the value of businesses or securities do not purport to be appraisals or to reflect the prices at which businesses or
securities actually may be sold or acquired. Accordingly, the estimates used in, and the results derived from, JMP's analyses are inherently
subject to substantial uncertainty.

        JMP was not requested to, and it did not, recommend the specific consideration payable in the merger. The type and amount of
consideration payable in the merger was determined through negotiations between Forestar and D.R. Horton and the decision of Forestar to enter
into the Merger Agreement was solely that of the Board. JMP's opinion was only one of many factors considered by the
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Board in its consideration of the merger and should not be viewed as determinative of the views of the Board or management with respect to the
merger or the consideration to be received in the merger.

        The following is a summary of the material financial analyses provided to the Board in connection with JMP's opinion. The financial
analyses summarized below include information presented in tabular format. In order to fully understand JMP's financial analyses, the
tables must be read together with the text of each summary. Considering the data below without considering the full narrative
description of the financial analyses, including the methodologies and assumptions underlying the analyses, could create a misleading or
incomplete view of JMP's financial analyses.

        Implied Aggregate Merger Consideration.    JMP calculated implied values of the aggregate merger consideration by adding together the
cash component of approximately $558.3 million and implied values of the aggregate stock consideration based on (1) an implied value of the
stock consideration of $17.75 per share and (2) a range of implied values of the stock consideration based on an illustrative pro forma discounted
cash flow analysis described below. These calculations indicated the following:

�
An implied value of the aggregate merger consideration of $744.3 million using an implied value of the aggregate stock
consideration based on an implied value of the stock consideration of $17.75 per share; and

�
A range of implied values of the aggregate merger consideration of $670.7 million to $747.2 million (or $16.00 to $17.82 on
a per share basis based on the total number of outstanding share of Forestar common stock as provided by the management
of Forestar and without regard to the allocation of the cash consideration and the stock consideration to individual Forestar
stockholders pursuant to the merger agreement) using a range of implied values of the aggregate stock consideration based
on an illustrative pro forma discounted cash flow analysis.

        JMP also reviewed with the Board for informational purposes (and not as part of JMP's financial analysis with respect to its opinion),
among other things, implied values of the aggregate merger consideration by adding together the cash component of approximately
$558.3 million and implied values of the aggregate stock consideration based on the volume weighted average stock prices of Forestar for the
30-day, 60-day, 90-day and 180-day periods ended April 12, 2017, which indicated implied values of the aggregate merger consideration of
$699.2 million, $697.5 million, $696.1 million and $692.8 million, respectively.

        Illustrative Pro Forma Discounted Cash Flow Analysis.    JMP performed an illustrative pro forma discounted cash flow analysis of the
Company after completion of the merger based on financial projections provided to JMP by D.R. Horton as adjusted by Forestar relating to the
Company after completion of the merger (as summarized below under "�Projected Financial Information"). Using discount rates ranging from
9.2% to 13.6%, which were selected by JMP taking into account a weighted average cost of capital calculation performed with data relating to
the Company after completion of the merger and selected publicly traded, small-cap homebuilders, JMP calculated (i) a range of implied present
values of the projected unlevered free cash flows of the Company after completion of the merger that it was forecasted to generate from April 1,
2017 through calendar year 2022 as summarized in "�Projected Financial Information" and (ii) a range of implied present values of implied
terminal values for the Company after completion of the merger derived by applying a range of terminal multiples of 1.00x to 1.50x selected by
JMP to the estimated book value of the Company after completion of the merger as of December 31, 2022. This analysis indicated an
approximate implied per share equity value reference range for the Company after completion of the merger of $10.73 to $18.02 and an
approximate implied value range for the aggregate stock consideration of $112.5 million to $188.9 million.
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        Standalone Forestar Net Asset Valuation Analysis.    JMP performed a net asset valuation analysis of Forestar based on (i) financial
projections provided to JMP by Forestar relating to Forestar's community development projects as well as the estimated sale value of Forestar's
multifamily assets (as summarized below under "�Projected Financial Information"), (ii) certain purchase price information from letters of intent
and draft purchase agreements provided to JMP by Forestar relating to certain other real estate assets of Forestar held for sale, including water
and timberland assets and other undeveloped land assets held for sale, and (iii) book values as of March 31, 2017 for Forestar's other assets and
liabilities provided to JMP by Forestar. With respect to Forestar's community development projects, JMP calculated a range of implied present
values of approximately $283.8 million to $310.5 million for the projected cash flows that Forestar's community development projects were
forecasted by Forestar to generate using a blended discount rate of 23.0% to 27.0%, which reflected project-by-project adjustments based on
project type, project lifecycle, project activity status and other market specific adjustments (weighted by the projected cash flows of each
community development project) to an initial discount rate range of 19.5% to 23.5% selected by JMP based on review of industry surveys,
industry research and industry experience. With respect to Forestar's multifamily assets, JMP calculated a range of implied present values of
approximately $44.1 million to $52.8 million for the potential estimated net proceeds that Forestar forecasted could be generated by Forestar
from the sale of such assets. Other real estate asset values were based on certain third party appraisals and other purchase price information
provided to JMP by Forestar. This analysis indicated an approximate implied per share equity value reference range for Forestar of $13.71 to
$14.53 and an approximate implied total equity value reference range for Forestar of $582.6 million to $617.9 million, as compared to the
implied values of the aggregate merger consideration referred to above.

        Standalone Forestar Discounted Cash Flow Analysis.    JMP performed a discounted cash flow analysis of Forestar based on financial
projections provided to JMP by Forestar relating to Forestar (as summarized below in "�Projected Financial Information"). Using discount rates
ranging from 13.1% to 16.1%, which were selected by JMP taking into account a weighted average cost of capital calculation performed with
data relating to Forestar, JMP calculated (i) a range of implied present values of the projected unlevered free cash flows of Forestar that Forestar
was forecasted to generate from April 1, 2017 through March 31, 2027 as summarized below under "�Projected Financial Information" and
(ii) a range of implied present values of implied terminal values for Forestar derived by applying a range of perpetuity growth rates of 0.5% to
2.5% selected by JMP to Forestar's estimated unlevered free cash flows for the 12-month period ending March 31, 2027. This analysis indicated
an approximate implied per share equity value reference range for Forestar of $12.93 to $13.85 and an approximate implied total equity value
reference range for Forestar of $550.8 million to $590.6 million, as compared to the implied values of the aggregate merger consideration
referred to above.

        Premiums Paid in Selected Historical M&A Transactions.    JMP reviewed for informational purposes (and not as part of JMP's financial
analysis with respect to its opinion) the implied premiums paid in 25 selected acquisitions of publicly traded U.S. equity REITs and
homebuilders relative to the closing stock prices of the acquired companies one day, five days and 30 days prior to public announcement of the
relevant transaction and relative to the volume weighted average stock prices of the acquired companies during the 30-day, 60-day, 90-day and
180-day periods (except as otherwise noted) ended on the last trading day prior to public announcement of the relevant transaction. The selected
acquisitions consisted of completed transactions consummated between June 26, 2007 and June 26, 2017 with at least 50% cash consideration
and announced equity transaction values of between $250 million and $5 billion. The medians of the implied premiums paid in the selected
acquisitions reviewed by JMP were then compared to the implied premiums paid in the merger based on the $17.75 cash consideration to be
received in the merger relative to the closing stock prices of Forestar on April 12,
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2017, April 7, 2017 and March 12, 2017 and relative to the volume weighted average stock prices of Forestar during the 30-day, 60-day, 90-day
and 180-day periods ended April 12, 2017, as follows:

Implied Premiums Paid (Prior to Announcement)

Spot Price Volume Weighted Average Price

1-Day 5-Day 30-Day 30-Day 60-Day 90-Day 180-Day
Median of Selected Historical M&A Transactions 14.5% 17.1% 15.5% 7.0% 10.2% 12.2% 13.3%
Forestar (Proposed Transaction at $17.75 per Share)
Implied Premiums 26.3% 25.4% 36.5% 32.1% 33.7% 35.0% 38.3%

Note: Volume weighted average stock price of American Realty Capital Healthcare Trust, which was acquired by Ventas, Inc. on January 16,
2015, used to calculate 60-day, 90-day and 180-day median data was based on trading period beginning April 7, 2014, the first day of trading on
NASDAQ of American Realty Capital Healthcare Trust common stock.

        Miscellaneous.    Under the terms of JMP's engagement, Forestar has agreed to pay JMP for its financial advisory services in connection
with the merger an aggregate fee currently estimated to be approximately $7.1 million, portions of which became payable upon JMP's
engagement and upon delivery of JMP's opinion, dated April 13, 2017, in connection with the previously proposed Starwood merger, a portion
of which was payable upon delivery of JMP's opinion in connection with the merger and approximately $5.6 million of which is contingent upon
completion of the merger. In addition, Forestar has agreed to indemnify JMP against certain claims and liabilities related to or arising out of its
engagement. JMP may seek to provide financial advisory services to Forestar, D.R. Horton or their respective affiliates in the future, for which
JMP would expect to receive compensation. In the ordinary course of business, JMP and its affiliates may actively trade or hold the securities of
Forestar and D.R. Horton for their own account or for the account of their customers and, accordingly, may at any time hold a long or short
position in those securities.

        Forestar selected JMP as its financial advisor in connection with the merger based on JMP's reputation and experience and familiarity with
Forestar and its business. JMP is a nationally recognized investment banking firm which provides capital raising, mergers and acquisitions
transaction and other strategic advisory services to corporate clients. JMP's opinion was approved by a JMP Securities LLC fairness opinion
committee.

 Projected Financial Information

        Forestar does not, as a matter of course, publicly disclose long-term projections as to future financial performance due to, among other
reasons, the unpredictability of the underlying assumptions and estimates, though Forestar has in the past provided investors with annual lot sale
volume guidance among other items, which it may update from time to time during the relevant year. However, in connection with the
evaluation of the proposed merger, Forestar provided the Board and/or certain bidders, including Starwood and D.R. Horton, with certain
non-public, unaudited prospective financial information prepared by Forestar's management, and D.R. Horton publicly released certain growth
projections for Forestar, each as summarized below, which we refer to as the "Forecasts." As noted below, certain Forecasts were also provided
to JMP for use in connection with its financial analyses summarized above under "�Opinion of Forestar's Financial Advisor."

        The Forecasts were not prepared with a view to public disclosure and are included in this proxy statement/prospectus only because such
information was made available as described above. The Forecasts were not prepared with a view to compliance with generally accepted
accounting principles as applied in the United States, which we refer to as GAAP, the published guidelines of the SEC regarding projections and
forward-looking statements or the guidelines established by the American
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Institute of Certified Public Accountants for preparation and presentation of prospective financial information. Neither the Company's
independent auditors, nor any other independent accountants, have compiled, examined or performed any procedures with respect to the
prospective financial information contained herein, nor have they expressed any opinion or any other form of assurance on such information or
its achievability, and assume no responsibility for, and disclaim any association with, the prospective financial information. Except for the
D.R. Horton Forestar projections described below under "�D.R. Horton Forestar Projections," the Forecasts included in this proxy
statement/prospectus have been prepared by, and are the responsibility of, Forestar's management, and are subjective in many respects.
D.R. Horton prepared the projections described below under "�D.R. Horton Forestar Projections," which are included for informational
purposes, and Forestar has no responsibility for such prospective financial information.

        Although a summary of the Forecasts is presented with numerical specificity, they reflect numerous assumptions and estimates as to future
events made by Forestar's management, which it believes were reasonable at the time the Forecasts were prepared, taking into account the
relevant information available to management at such time. However, this information is not fact and should not be relied upon as being
necessarily indicative of actual future results. Important factors that may affect actual results and cause the Forecasts not to be achieved include
general economic conditions, interest rates, accuracy of certain accounting assumptions, timing of development expenditures, demand for
residential lots and new housing, changes in actual or projected cash flows, competitive pressures, including from existing and potential new real
estate supply, and changes in tax or other laws, governmental policies or regulations. In addition, the Forecasts do not take into account any
circumstances or events occurring after the date that they were prepared and, except as noted in the D.R. Horton Forestar Projections and the
Forestar Adjusted D.R. Horton Forestar Projections, do not give effect to the merger. As a result, there can be no assurance that the Forecasts
will be realized, and actual results may be materially better or worse than those contained in the Forecasts. The inclusion of this information
should not be regarded as an indication that the Board, Forestar's management, D.R. Horton, JMP, their respective representatives or any other
recipient of this information considered, or now considers, the Forecasts to be material information of Forestar, or necessarily predictive of
actual future results nor should it be construed as financial guidance, and it should not be relied upon as such. The summary of the Forecasts is
not included in this proxy statement/prospectus in order to induce any stockholder to vote in favor of the proposal to adopt the Merger
Agreement or any of the other proposals to be voted on at the special meeting or to influence any stockholder to make any investment decision
with respect to the merger or Forestar, including whether or not to seek appraisal rights with respect to the shares of Forestar's common stock.

        The Forecasts should be evaluated, if at all, in conjunction with the historical financial statements and other information regarding Forestar
contained in Forestar's public filings with the SEC. The Forecasts are forward-looking statements. For information on factors that may cause
Forestar's future results to materially vary, see the section entitled "Cautionary Statement Regarding Forward-Looking Statements."

        Except to the extent required by applicable federal securities laws, we do not intend, and expressly disclaim any responsibility to update or
otherwise revise the Forecasts to reflect circumstances existing after the date when Forestar prepared the Forecasts or to reflect the occurrence of
future events or changes in general economic of industry conditions, even in the event that any of the assumptions underlying the Forecasts are
shown to be in error.

        In light of the foregoing factors and the uncertainties inherent in the Forecasts, stockholders are cautioned not to place undue reliance on the
Forecasts included in this proxy statement/prospectus.

        Certain of the measures included in the Forecasts may be considered non-GAAP financial measures, as noted below. Non-GAAP financial
measures should not be considered in isolation from,
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or as a substitute for, financial information presented in compliance with GAAP, and non-GAAP financial measures as used by Forestar may not
be comparable to similarly titled amounts used by other companies.

Community Development Project Cash Flows

        The following table presents the estimated future net cash flow data prepared by Forestar's management for the Company's community
development business from April 1, 2017 - October 31, 2034. This data does not include any cash flows generated from non-core asset sales or
any other sources other than the community development business. The net cash flows include direct project related carry costs, but exclude
SG&A costs not directly associated with the projects, interest expense on corporate debt and income taxes. It does not give effect to the merger
and related transactions.

        The Company has historically prepared this data for internal business purposes and updated the information quarterly to reflect business
activity in the prior quarter. The Company made the data available to JMP in connection with its analyses and to all parties in the potential sale
process that executed confidentiality agreements, including D.R. Horton, for purposes of evaluating Forestar's community development
business. This data is substantially similar to the net cash flow information included in the proxy statement related to the Starwood merger,
except that Forestar updated the data for the passage of time from the initial preparation in January 2017.

Projected Years Ending December 31,(1) Total
Estimated

Undiscounted
Net Cash

Flows($ in millions)

April 1 -
December 31,

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
2027 -
2034

Owned
Projects(1) $ 52.3 $ 146.8 $ 64.6 $ 59.3 $ 63.1 $ 33.6 $ 17.4 $ 10.7 $ 12.0 $ 8.4 $ 82.4 $ 550.6
Joint Venture
Projects(2) $ 14.3 $ 34.3 $ 28.7 $ 22.1 $ 13.1 $ 11.5 $ 7.5 $ 5.7 $ 8.5 $ 3.2 $ 2.8 $ 151.7
                       
Total $ 66.6 $ 181.1 $ 93.3 $ 81.4 $ 76.2 $ 45.1 $ 24.9 $ 16.4 $ 20.5 $ 11.6 $ 85.2 $ 702.3
                       
             
                       

(1)
Represents the Company's existing community development portfolio life of project remaining net cash flows and assumes the existing
projects are developed. Assumes residential lots and residential and commercial tracts are sold over time based on the Company's
current business plans. Years 2027 - 2034 principally represent net cash flows from utility and improvement districts associated with
certain projects. Owned Projects include the Company's two remaining mitigation projects.

(2)
Represents Forestar's pro-rata share of the net cash flows distributed from joint ventures.

Alternative Net Asset Value Scenarios

        The following table represents net asset value scenarios that were prepared by Forestar's management and presented to the Board in
February 2017 as the Board considered various strategic alternatives for Forestar, including the potential bulk sale of the community
development assets, sale of the remaining non-core assets and subsequent liquidation of the Company. As noted above, the Company made a
number of assumptions and estimates in preparation of the prospective financial information, including assumptions regarding the sales prices of
non-core assets and SG&A costs. The potential scenarios depicted in the table below were (a) a bulk sale of community development assets in
September 2017 and the sale of the remaining non-core assets by year-end 2017, (b) a bulk sale of the community development assets in
December 2019 and the sale of the remaining non-core assets by year-end 2017, (c) a portfolio run-off based on the execution of Forestar's
existing business plan with no new acquisitions assumed and the sale of the remaining non-core assets by year-end 2017, (d) a plan to continue
operating Forestar as a standalone public company executing the existing business plans with additional investment in the business to maintain
approximately 1,800 lots sold per year on average over the next five years and the sale of the remaining non-core assets by year-end 2017, and
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(e) a plan to continue operating Forestar as a standalone public company executing the existing business plans with additional investment in the
business to maintain approximately 2,500 lots sold per year on average over the next five years and the sale of the remaining non-core assets by
year-end 2017. This financial data was not provided to D.R. Horton or other potential acquirors prior to such data being included in the
Company's proxy statement with respect to the Starwood merger.

($ in millions, except per share amounts)

2017 Bulk
Sale/

Liquidation(1)

2019 Bulk
Sale/

Liquidation(2)
Portfolio

Run-Off(3)
1,800 Lots

Per Year(4)
2,500 Lots

Per Year(5)
Total Estimated Asset Value $ 825.7 $ 843.7 $ 841.9 $ 857.0 $ 870.0
Total Debt, Accounts Payable and Other Liabilities $ 167.8 $ 167.8 $ 154.4 $ 154.4 $ 154.4
Estimated Net Asset Value (NAV) (Before Estimated
Carry Costs) $ 657.9 $ 675.9 $ 687.5 $ 702.6 $ 715.6
Total Estimated Carry Costs(6) $ 61.8 $ 124.1 $ 163.7 $ 161.8 $ 175.8
Estimated NAV After Estimated Carry Costs $ 596.1 $ 551.8 $ 523.8 $ 540.8 $ 539.8
NAV Per Share (After Estimated Carry Costs)(7) $ 13.99 $ 12.95 $ 12.29 $ 12.69 $ 12.67

(1)
Assumes the community development business plan is executed through September 2017 with the net present value of $44.7 million
estimated at December 31, 2016 and a sale of the remaining community development assets at September 30, 2017 for $370.5 million
at an estimated net present value of $305.3 million at December 31, 2016. Assumes the remaining non-core assets are sold by year-end
2017 for $191 million, which includes multifamily assets, undeveloped land and timberland assets, minerals and water assets;
repayment of $125.3 million in outstanding debt upon the sale of assets, receipt of other current assets and taxes receivable and
settlement of accounts payable and other liabilities.

(2)
Assumes the community development business plan is executed 2017 - 2019 with the net present value of $253.8 million estimated at
December 31, 2016 and a sale of the remaining community development assets at December 31, 2019 for $194.3 million, at an
estimated net present value of $114.2 million at December 31, 2016. Assumes the remaining non-core assets are sold by year-end 2017
for $191 million, which includes multifamily assets, undeveloped land and timberland assets, minerals and water assets; repayment of
$125.3 million in outstanding debt upon the sale of the remaining community development assets, receipt of other current assets and
taxes receivable and settlement of accounts payable and other liabilities.

(3)
Assumes the community development assets are sold per the execution of the existing business plan with no new acquisitions but
including $252.2 million in development (including contributions to joint ventures), essentially running off the portfolio over time;
assumes the remaining non-core assets are sold for $191 million by year-end 2017, which includes multifamily assets, undeveloped
land and timberland assets, minerals and water assets; repayment of the $125.3 million in outstanding debt by first quarter-end 2020
and receipt of other current assets and taxes receivable and settlement of accounts payable and other liabilities.

(4)
Assumes the Company continues to operate as a standalone public company executing the existing business plan (consistent with the
portfolio run-off scenario) with investment of $522.3 million in community development, including acquisition of approximately
7,000 lots for $151.7 million over five years and the investment of $370.6 million in development (including contributions to joint
ventures); assumes the remaining non-core assets are sold by year-end 2017 for $191 million, which includes multifamily assets,
undeveloped land and timberland assets, minerals and water assets; repayment of $125.3 million in outstanding debt by first
quarter-end 2020, receipt of other current assets and taxes receivable and settlement of accounts payable and other liabilities.
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(5)
Assumes the Company continues to operate as a standalone public company executing the existing business plan (consistent with the
portfolio run-off scenario) with investment of $739.1 million in community development, including acquisition of approximately
12,000 lots for $257.2 million over five years and the investment of $481.9 million in development (including contributions to joint
ventures); assumes the remaining non-core assets are sold by year-end 2017 for $191 million, which includes multifamily assets,
undeveloped land and timberland assets, minerals and water assets; repayment of $125.3 million in outstanding debt by first
quarter-end 2020, receipt of other current assets and taxes receivable and settlement of accounts payable and other liabilities.

(6)
Includes assumptions on SG&A and headcount, interest expense, income taxes (which for the 2017 bulk sale/liquidation scenario
includes sales of community development assets with built-in tax losses that fully offset federal income tax liability from non-core
asset sales) and transaction costs. Also includes, in the 2017 bulk sale/liquidation scenario, the 2019 bulk sale/liquidation scenario and
the portfolio run-off scenario, estimated contingent liability reserve for unknown liabilities assuming the Company is dissolved and
winds up its affairs in accordance with Delaware law.

(7)
Assumes 42.6 million fully diluted shares outstanding.

April 1, 2017 - March 31, 2027 Financial Model

        The following table presents selected unaudited prospective financial data for April 1, 2017 to March 31, 2027 for Forestar as provided to
JMP in June 2017 in connection with its financial analyses summarized above under "�Opinion of Forestar's Financial Advisor." This financial
data generally incorporates and reflects the financial information included in "�Community Development Project Cash Flows" above, except for
changes relating to updated timing assumptions with respect to two community development projects to reflect developments after the
preparation of the financial information included in "�Community Development Project Cash Flows" above. The data does not give effect to the
merger and related transactions. This financial data was not provided to D.R. Horton or other potential acquirors prior to a version of such
information being included in the proxy statement for the Starwood merger. This data is substantially similar to the 2017 - 2026 Financial Model
information included in the Company's proxy statement related to the Starwood merger, except that Forestar has updated the data for the passage
of time from the initial preparation in April 2017.

Projected Years Ending December 31,(1)

($ in millions)

April 1 -
December 31,

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

January 1
-

March 31,
2027

Revenue $ 119.4 $ 163.3 $ 129.9 $ 179.7 $ 142.5 $ 146.6 $ 133.6 $ 128.6 $ 133.4 $ 141.6 $ 37.6
Net Income
(after-tax) $ 46.7 $ 22.9 $ 16.0 $ 25.4 $ 19.0 $ 13.6 $ 11.4 $ 11.2 $ 12.3 $ 12.7 $ 2.9
Cash Flow From
Operations $ 50.3 $ 64.0 $ 26.2 $ 66.4 $ (9.9) $ 40.1 $ 26.6 $ 24.6 $ (1.6) $ 24.2 $ 5.3
Cash Flow From
Investing $ 58.5 $ 13.9 $ 15.9 $ 9.2 $ 6.3 $ 3.7 $ 1.9 $ 3.4 $ 5.2 $ 1.8 $ (0.1)
Cash Flow From
Financing $ (5.1) $ (1.0) $ �$ (120.0) $ �$ �$ �$ �$ �$ �$ �
Net Change in Cash
Flow $ 103.7 $ 76.9 $ 42.1 $ (44.4) $ (3.6) $ 43.8 $ 28.5 $ 28.0 $ 3.6 $ 26.0 $ 5.2

(1)
The model assumes Forestar would deploy capital to re-invest in its community development business to achieve the sale of approximately
1,700 - 1,800 lots per year from the business, generally consistent with the average range of lots sold 2012 - 2016, including approximately $94 million
invested in acquisitions and development (including contributions to ventures) per year on average to fund the replacement of residential lot inventory
sold from the community development business as projected. The model also assumes the Company's senior secured notes of $5.3 million are paid in
full in third quarter of 2017 and the Company's convertible notes are held and paid in full at maturity in the first quarter of 2020. The model assumes all
growth is funded through cash flow generated from operations and assumes no additional leverage on the business. The model assumes income tax
liability of $36.4 million net of refunds in April 2017 - December 2017 related to gains from non-core asset sales and from operations of the
community development business. Income taxes are calculated in 2018�first quarter 2027 based on a 37% income tax rate with limited ability to utilize
any built in losses from the community development business due to the continued operations and capitalization of costs for tax purposes. The model
assumes Forestar continues operating over the 10 year period as a standalone public company and the Company executes its cost savings related to
targeted SG&A levels.
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        For use in connection with its financial analyses summarized above under "�Opinion of Forestar's Financial Advisor," JMP Securities
arithmetically calculated projected unlevered free cash flow for April 1, 2017 to March 31, 2027 using the information contained in the
prospective April 1, 2017 to March 31, 2027 financial model prepared by Forestar's management, as follows (in millions): April 1, 2017 to
December 31, 2017: $111.5; 2018: $80.3; 2019: $44.9; 2020: $76.6; 2021: ($3.6); 2022: $44.1; 2023: $30.1; 2024: $28.1; 2025: $3.7; 2026:
$26.1; January 1, 2027 to March 31, 2027: $5.2. Unlevered free cash flow is defined for purposes of the Forecasts as net cash flow generated
excluding debt repayment and interest expense, interest income and tax benefit of interest tax deductible. Calculation also excludes consolidated
venture cash flows due to third parties. Unlevered free cash flow is a non-GAAP financial measure and should not be considered as an
alternative to revenue or net income as a measure of operating performance or net change in cash flow as a measure of liquidity. The foregoing
estimates of unlevered free cash flows were calculated solely for purposes of the standalone discounted cash flow analysis in connection with
JMP's opinion, and none of Forestar, D.R. Horton or JMP assumes any responsibility for any use of such estimates, or reliance on such
estimates, for any other purpose.

D.R. Horton Forestar Projections

        The following table presents the D.R. Horton growth projections that D.R. Horton publicly released in connection with the announcement
of its initial submission of a non-binding proposal on June 5, 2017. The D.R. Horton projections were based on future D.R. Horton-sourced
projects and did not include lot deliveries, revenue or operating profits from Forestar's existing assets. D.R. Horton noted that (a) it expects to
accelerate lot absorptions and improve the return profile across Forestar's existing asset base, but those benefits are not included in the analysis,
(b) the projections assume D. R. Horton sources eight projects for Forestar within the first year, scaling up to a run-rate of 24 projects per year
by 2021 across D.R. Horton's 78 operating markets, (c) project level assumptions are based on a representative sample of deals that D.R. Horton
either currently owns or controls and (d) the growth plan is funded with Forestar's existing balance sheet and assumes modest project-level
leverage and no new equity. Corporate operating costs were allocated based on the projected D.R. Horton-sourced lot sales as a percentage of
estimated total lot sales by the Company, and such costs do not include all of the estimated corporate and project level operating costs associated
with the Company's ongoing business.

($ in millions) 2018 2019 2020 2021 2022 2023
D.R. Horton Incremental Lots
Sold 945 3,560 7,131 10,666 13,348 15,650
Lot Sale Revenue $ 75.8 $ 276.6 $ 549.2 $ 831.0 $ 1,038.1 $ 1,221.3
Operating Profit $ 0.5 $ 19.5 $ 54.1 $ 89.5 $ 115.4 $ 139.2

Forestar Adjusted D.R. Horton Forestar Projections

        The following table presents the D.R. Horton growth projections presented in the prior section, as adjusted by Forestar management. The
adjusted projections are based on the adjusted D.R. Horton-sourced projects and do not include lot deliveries, revenue or operating profits from
Forestar's existing assets, but do include 100% of the estimated corporate operating costs of the Company's ongoing business and the projected
D.R. Horton-sourced projects (unlike the D.R. Horton Forestar Projections above, which allocated the estimated corporate operating costs based
on the projected D.R. Horton-sourced lot sales as a percentage of estimated total lot sales by the Company). Forestar's management reviewed the
D.R. Horton projections and made certain adjustments to such projections, including (a) a 20% reduction in lot absorption over the life of the
four representative land development projects provided by D.R. Horton to Forestar, (b) project-level development spending timeframe increased
from a median of nine months to 12 months to reflect cash expenditures over a longer time period and (c) a 40% increase in corporate operating
costs compared to D.R. Horton's projected corporate operating
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costs. The Company made this information available to the Board and to JMP for use in connection with the illustrative pro forma discounted
cash flow analysis summarized above under "�Opinion of Forestar's Financial Advisor."

($ in millions) 2017 2018 2019 2020 2021 2022
Cumulative
2017 - 2022

D.R. Horton Incremental Lots Sold 33 945 3,560 7,164 10,666 13,348 35,716
Annual Period Adjustment � � (1,140) (3,190) (4,887) (6,502) (15,719)
Forestar Adjusted D.R. Horton
Incremental Lots Sold 33 945 2,420 3,974 5,779 6,846 19,997
D.R. Horton New Pipeline Deals 8 16 16 24 24 24 112
Annual Period Adjustment (4) (8) (8) (12) (12) (8) (52)
Forestar Adjusted New Pipeline Deals 4 8 8 12 12 16 60
Lot Sale Revenue $ 3.1 $ 76.4 $ 188.6 $ 309.3 $ 445.6 $ 537.6 $ 1,560.7
Cost of Sales $ (2.5) $ (62.2) $ (152.9) $ (250.2) $ (360.7) $ (435.4) $ (1,264.0)
Project Level and Corporate
Operating Costs $ (13.8) $ (34.0) $ (40.5) $ (50.6) $ (57.6) $ (62.3) $ (258.7)
Forestar Adjusted Operating Profit $ (13.2) $ (19.8) $ (4.8) $ 8.5 $ 27.3 $ 39.9 $ 38.0

 Interests of Forestar's Directors and Executive Officers in the Merger

        In considering the recommendation of the Board that you vote to adopt the Merger Agreement, you should be aware that Forestar's
directors and current and former executive officers have interests in the merger that are different from, or in addition to, those of Forestar
stockholders generally. The Board was aware of and considered those interests, among other matters, in reaching its decisions to (i) approve the
merger and (ii) resolve to recommend that Forestar stockholders adopt the Merger Agreement. Stockholders should take these interests into
account in deciding whether to vote "FOR" the proposal to adopt the Merger Agreement. These interests are described in more detail below, and
certain of them are quantified in the narrative below and, for the executive officers, in the Golden Parachute Compensation table below under
"�Merger-Related Compensation for Forestar's Named Executive Officers."

Overview

        Certain directors hold unvested stock options that will vest and become payable upon consummation of the merger. The non-employee
directors otherwise have no interests in the merger that are different from, or in addition to, those of Forestar stockholders generally, though the
directors do also hold fully vested restricted stock units and, together with the executive officers of Forestar, will be entitled to receive
indemnification, advancement of expenses and exculpation from the surviving entity and coverage under directors' and officers' liability
insurance policies following the merger. See the section entitled "The Merger Agreement�Other Covenants and Agreements�Indemnification and
Insurance."

        Each of the Company's current executive officers (Messrs. Weber, Jehl and Quinley) hold unvested equity awards that will vest and become
payable upon consummation of the merger, and each will be entitled to certain severance benefits upon and by reason of a qualifying termination
of employment following the merger. Moreover, each of the current executive officers has been granted a cash retention incentive award.
Mr. Grimm, the Company's former Chief Administrative Officer & General Counsel, holds unvested equity awards that will vest and become
payable upon and by reason of consummation of the merger, and he is also party to a Separation Agreement and Release that will provide him
additional benefits by reason of consummation of the merger. Mr. Dickson, the Company's former Chief Real Estate Officer (together with
Messrs. Weber, Jehl, Quinley and Grimm, the "named executive officers") holds performance-based equity awards that will become payable
upon consummation of the merger, but he is not entitled to any other compensation or benefits by reason of the merger.
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        These interests are described further below.

Equity Award Acceleration

        Pursuant to the Merger Agreement, each equity incentive compensation award denominated in shares of Forestar common stock (an "equity
award") that is outstanding immediately prior to the effective time of the merger will be cancelled as of the effective time. In exchange for such
cancellation, the holders of equity awards will receive from Forestar the cash consideration for each share of Forestar common stock underlying
the equity award (plus payment in cash, without interest, of all accrued dividend equivalents, if any, with respect thereto and, in the case of
equity awards that are stock options, less the aggregate exercise or strike price thereunder, but not less than $0), whether or not such equity
award was vested as of the effective time of the merger, with such payment subject to applicable tax withholding.

        With respect to any equity award that is a market-leveraged stock unit, the number of shares of Forestar common stock subject to such
equity awards will be determined according to the terms set forth in the applicable award agreements, with the vesting date fair market value (as
used in such agreements) equal to the sum of the cash consideration and reinvested dividends (as defined in such agreement).

        Several of our directors hold unvested equity awards in the form of stock options (in addition to restricted stock units that will either vest by
reason of service before consummation of the merger or cease to be of effect at the time of the merger). The number of options (based on
holdings as of August 21, 2017, the latest practicable date prior to the filing of this proxy statement/prospectus) and their value (based on the
excess of the merger consideration over the applicable exercise price) are set out in the table below as applicable.

Director

Number of
Unvested
Options

Value of
Unvested
Options

M. Ashton Hudson 13,500 $ 123,525
William Powers, Jr.* � �
James A. Rubright � �
Daniel B. Silvers 7,000 $ 25,690
Richard M. Smith � �
Richard D. Squires 13,500 $ 123,525

*
Mr. Powers retired from the Board effective May 9, 2017.

        In addition, each named executive officer holds market-leveraged stock units, and each of our named executive officers other than
Mr. Dickson hold unvested stock options and time-based restricted stock units. The value of those various awards is reflected in the Golden
Parachute Compensation table below under "�Merger-Related Compensation for Forestar's Named Executive Officers."

Cash Retention Incentive Award

        In anticipation of the potential for a corporate transaction involving the Company, its executive officers did not receive long-term incentive
grants that otherwise would have been authorized in the ordinary course in February 2017. In lieu thereof, and with the consent of D.R. Horton,
the Company on August 22, 2017 granted cash-settled retention incentive awards to its current executive officers in the aggregate amount of
$405,000 for Mr. Weber, $375,000 for Mr. Jehl and $225,000 for Mr. Quinley. The awards are payable in three equal installments, in each case,
notwithstanding the terms and conditions of any other agreement such respective officer may have with the Company, conditioned
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upon the continued employment of the officer through, respectively, (i) the earlier of February 13, 2018 or the closing date of the merger,
(ii) February 13, 2019, and (iii) February 13, 2020.

Change in Control/Severance Agreements with Current Executive Officers

        Each of our current executive officers is a party to a Change in Control/Severance Agreement with the Company that provides certain
payments and benefits upon a qualifying termination of the executive officer's employment by the Company without "cause" (as defined below)
or by the executive for "good reason" (as defined below) within two years following a "change in control" of the Company (which would include
consummation of the merger). Upon such a qualifying termination of employment, the executives would be entitled to:

�
a prorated current cycle annual incentive bonus if the termination is before the end of the first half of the cycle or a full
annual incentive bonus if termination is during the second half of the cycle (in each case, assuming achievement of
performance goals at the target level);

�
any earned but unpaid incentive compensation that has been allocated or awarded to the executive for a completed bonus
cycle preceding the date of termination (presently $0);

�
lump sum cash severance payment equal to two times their highest base salary during the three-year period prior to the
change in control plus two times the target annual bonus during the year of the termination, or if higher, the actual bonus in
any of the three fiscal years preceding the termination;

�
health and welfare benefits for two years at no greater cost to the executive;

�
full acceleration of vesting of all unvested or restricted equity or equity-based awards, including stock options, stock
appreciation rights, restricted shares, restricted stock units, market-leveraged stock units, and performance stock units
(though, in regard to awards outstanding immediately before consummation of the merger, such acceleration will occur by
reason of the consummation of the merger without regard to any subsequent employment termination);

�
a lump sum payment equal to two years' match and contributions under the Company's 401(k) plan plus two years'
contributions under the Company's Supplemental Executive Retirement Plan ("SERP"), assuming, in each case, that the
executive made the maximum permissible contributions and earned compensation at the highest rate of compensation during
the three-year period prior to the termination;

�
three years (two years in the case of Mr. Jehl) of additional service credit under the SERP (though no such additional service
credit will increase the executives' benefit under that plan);

�
reimbursement for outplacement services for one year not to exceed 15% of the sum of the applicable executive's highest
base salary during the three years preceding the termination and his target bonus for the year of the termination, or if higher,
the actual bonus in any of the three fiscal years before the termination; and

�
two years' continuation of current perquisites.

        The agreements with Messrs. Jehl and Quinley include gross-up provisions in the event the executive is required to pay excise tax on these
amounts, but only if their value exceeds 110% of the amount that would not be subject to excise tax; otherwise the amount would be reduced to
the maximum amount that would not trigger the excise tax. Mr. Weber is not entitled to any excise tax gross-up; however, if any amounts
payable to him would be subject to excise tax, the amount payable to him would be reduced to the extent such reduction would provide him with
a greater after-tax benefit.

Edgar Filing: Forestar Group Inc. - Form 424B3

96



        For purposes of the Change in Control/Severance Agreement, "cause" generally means (i) the willful and continued failure by the executive
officer to substantially perform his or her duties with the
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Company after a written demand for substantial performance is delivered by the Board or (ii) the willful engaging by the executive officer in
conduct which is demonstrably and materially injurious to the Company, monetarily or otherwise.

        For purposes of the Change in Control/Severance Agreement, "good reason" generally means (i) a material reduction in the executive
officer's authority, duties, or responsibilities, which for purposes of the Change in Control/Severance Agreement, shall include only the
assignment to the executive officer of any duties substantially inconsistent with the executive officer's status as a senior executive officer of the
Company or a material adverse alteration in the nature or status of the executive officer's responsibilities from those in effect immediately prior
to the change in control (including, as applicable and without limitation, the executive officer ceasing to be an executive officer of a public
company), (ii) a material diminution in base salary as in effect immediately prior to the change in control, (iii) relocation of the executive
officer's principal place of employment to a location more than fifty miles from the Company's headquarters immediately prior to the change in
control or (iv) any other action or inaction that constitutes a material breach of certain successor employer obligations or employee benefits
continuation provisions of the Change in Control/ Severance Agreement. Any such "good reason" must be asserted by the executive officer in a
notice of termination given within ninety days following the date of the first act or failure to act constituting such "good reason."

        The Golden Parachute Compensation table below under "�Merger-Related Compensation for Forestar's Named Executive Officers"
quantifies the payments and benefits that may be provided under the Change in Control/Severance Agreements upon a qualifying termination of
employment following consummation of the merger. In addition, pursuant to the terms of a separate employment agreement with the Company,
if he becomes eligible for benefits under his Change in Control/Severance Agreement by reason of a termination of employment following
consummation of the merger, Mr. Weber would be subject to a two-year noncompetition and employee/customer nonsolicitation restrictive
covenant.

Separation Agreement and Release with Mr. Grimm

        On April 13, 2017, the Company and Mr. Grimm entered into a Separation Agreement and Release pursuant to which Mr. Grimm's
employment with the Company terminated effective April 14, 2017. Pursuant to that agreement, Mr. Grimm provided a release of claims against
the Company, agreed to certain other restrictive covenants and cooperation undertakings, and also agreed to provide post-employment
consulting services to the Company on an as-needed basis generally through July 13, 2017 for a monthly consulting fee of $25,000 and (pursuant
to a modification of the agreement effected June 29, 2017) thereafter from time to time through consummation of the merger (subject to earlier
termination by either Mr. Grimm or the Company) for an hourly fee of $500.

        Upon and by reason of his employment termination, the Company agreed to provide Mr. Grimm termination benefits in the form of a
lump-sum cash payment of $550,000, reimbursement for medical insurance continuation costs for one year and for the cost of converting his
Company-provided life and AD&D insurance to a personal policy (provided that such reimbursement obligations will cease to the extent he
acquires other employer-provided coverage), and reimbursement for outplacement expenses of up to $25,000 to the extent incurred not more
than six months following his termination.

        Upon consummation of the merger, the Company will provide to Mr. Grimm the payments and benefits that would have been provided to
him (based on his compensation levels in effect upon his employment termination) pursuant to the Change in Control/Severance Agreement that
was in effect between him and the Company immediately before his termination as if he had experienced a qualifying termination of
employment thereunder immediately following consummation of the merger, less the termination benefits provided to him under the Separation
Agreement and Release. Mr. Grimm's Change in Control/Severance Agreement was substantially identical to the Change in
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Control/Severance Agreement applicable to Mr. Jehl, as described above under "�Change in Control/Severance Agreements with Current
Executive Officers." The amounts that would become payable to Mr. Grimm under his Separation Agreement and Release by reason of the
consummation of the merger are set out in the Golden Parachute Compensation table below under "�Merger-Related Compensation for
Forestar's Named Executive Officers."

Indemnification and Insurance

        Pursuant to the terms of the Merger Agreement, members of the Board and executive officers of Forestar will be entitled to certain ongoing
indemnification and coverage under directors' and officers' liability insurance policies following the merger. Such indemnification and insurance
coverage is further described in the section entitled "The Merger Agreement�Other Covenants and Agreements�Indemnification and
Insurance."

Merger-Related Compensation for Forestar's Named Executive Officers

        In accordance with Item 402(t) of Regulation S-K, the Golden Parachute Compensation table below sets forth the estimated amount of
compensation that is based on or that otherwise relates to the merger and that may be payable to the Company's "named executive officers"
identified above, who are those individuals listed in the "Summary Compensation Table" that is part of the Company's most recent securities
filing for which disclosure was required under Item 402(c) of Regulation S-K (its proxy statement for the 2017 annual meeting). These amounts
have been calculated assuming the merger was consummated on August 21, 2017 (the latest practicable date prior to the filing of this proxy
statement/prospectus), equity incentive compensation award holdings as of such date and, for purposes of determining equity award values, the
per-share merger consideration (a per-share cash value of $17.75). The amounts in the table below do not include amounts that are already
vested without regard to the merger (such as vested equity awards and benefits under the Company's Supplemental Executive Retirement Plan)
or amounts that may be granted following the date of this proxy statement/prospectus.

        Other than a portion of the amounts shown for Messrs. Weber, Jehl and Quinley in the "Cash" column of the table (as described in
footnote 1 to the table), the amounts shown in the "Equity" column of the table and the amounts shown in the table for Mr. Grimm, which
respective amounts will become payable upon and solely by reason of consummation of the merger, the amounts set out in the table below are
payable only if there shall occur a qualifying termination of employment within two years following consummation of the merger (a termination
of Messrs. Weber, Jehl or Quinley by the Company without "cause" or by such executive for "good reason") and were determined as if such
executive experienced a qualifying termination of employment as of the date of the merger's consummation.

        See the discussion above for further information about the compensation disclosed in the table below. The amounts indicated below are
estimates of amounts that might become payable to the named executive officers and the estimates are based on multiple assumptions that may
not prove correct, including assumptions that are based on information not currently available. Accordingly, the actual amounts, if any, received
by a named executive officer (other than Mr. Dickson) may differ in material respects from the amounts set forth below. The amounts set forth
in the table below do not reflect any reduction that might apply by reason of the applicable limits on paying amounts subject to a golden
parachute excise tax; it is not expected that any payments would be grossed up in respect of such taxes.
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 Golden Parachute Compensation

Named Executive Officer Cash(1) Equity(2)
Perquisites/
Benefits(3) Total

Phillip J. Weber $ 2,730,399 $ 1,335,919 $ 185,966 $ 4,252,284
Charles D. Jehl $ 1,809,699 $ 1,189,586 $ 137,216 $ 3,136,501
Michael Quinley $ 1,374,031 $ 1,203,055 $ 108,225 $ 2,685,311
David M. Grimm* $ 812,002 $ 747,414 $ 107,083 $ 1,666,499
Bruce F. Dickson** � $ 226,668 � $ 226,668

*
Mr. Grimm's employment with the Company terminated April 14, 2017. As explained more fully above under "�Separation
Agreement and Release with Mr. Grimm," the amounts shown for him (in other than the "Equity" column) represent amounts that
would have been provided to him (based on his compensation levels in effect upon his actual termination of employment) pursuant to
the Change in Control/Severance Agreement that was in effect between him and the Company immediately before his termination as if
he had experienced a qualifying termination of employment thereunder immediately following consummation of the merger, less the
$550,000 already paid to him upon his termination of employment and less certain medical insurance cost amounts described in
footnote 3 to this table.

**
Mr. Dickson's employment with the Company terminated March 31, 2016. The amount shown for him represents payment in respect
of market-leveraged stock units that were prorated upon his retirement and otherwise would have settled as of February 10, 2018 based
on the Company's average stock price during the 40 trading days preceding such date.

(1)
Includes, for Messrs. Weber, Jehl and Quinley, the portion of a retention incentive that is payable on the closing date of the merger
(i.e., on a "single-trigger" basis); the table does not reflect additional retention amounts that would be payable on February 13, 2019
and February 13, 2020 subject to continued employment through the respective dates, as described above under "�Cash Retention
Incentive Award." Otherwise represents lump-sum severance payable upon a qualifying termination of employment (a termination of
employment by the Company without "cause" or by the executive for "good reason" within two years following consummation of the
merger)�i.e., on a "double-trigger" basis�except for Mr. Grimm, who would be paid such amount in a lump sum upon and by reason of
the consummation of the merger�i.e., on a "single-trigger" basis. As described in greater detail above, the severance payments would
consist of the following (in the case of Mr. Grimm, less the $550,000 already paid under his Separation Agreement and Release):
(i) two times their respective highest base salary during the three-year period prior to the merger plus two times the target annual
bonus during the year of the termination, or if higher, the actual bonus in any of the three fiscal years preceding the termination, (ii) a
pro-rated short-term incentive bonus based on the number of months in the year of termination that the individual was employed prior
to the termination date if the termination date occurred in the first half of the bonus cycle or (as is assumed here) the full incentive
bonus if the termination date occurred during the second half of the cycle, in each case assuming achievement of performance goals at
the target level, and (iii) a lump sum payment equal to two years' match and contributions under the Company's 401(k) plan plus two
years' contributions under the Company's SERP, assuming, in each case, that the executive made the maximum permissible
contributions and earned compensation at the highest rate of compensation during the three-year period prior to
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termination. The following table sets out these various components as reflected in the "Cash" column in the "Golden Parachute
Compensation" table above:

Severance

Named Executive Officer
Retention
Incentive

Salary and
Bonus Severance

Incentive
Bonus

401(k) and
SERP Total

Phillip J. Weber $ 135,000 $ 2,000,000 $ 500,000 $ 95,399 $ 2,730,399
Charles D. Jehl $ 125,000 $ 1,350,000 $ 260,000 $ 74,699 $ 1,809,699
Michael Quinley $ 75,000 $ 1,070,000 $ 165,000 $ 64,031 $ 1,374,031
David M. Grimm � $ 580,000* $ 165,000 $ 67,002 $ 812,002
Bruce F. Dickson � � � � �

*
The $550,000 previously paid to Mr. Grimm under his Separation Agreement and Release has been deducted from the amount that
otherwise would have been reflected for him in this column.

(2)
As described in greater detail above, each named executive officer holds market-leveraged stock units, and each of our named
executive officers other than Mr. Dickson hold unvested stock options and time-based restricted stock units. The payment amount
reflected in the "Equity" column in the "Golden Parachute Compensation" table above reflects the value of accelerated vesting of those
awards based on the number of such equity-based awards held by each named executive officer on August 21, 2017, and the following
table sets out the various components of those respective amounts (in the case of stock options, net of the aggregate exercise price and,
in the case of market-leveraged stock units pursuant to the terms thereof, performance attainment based on the per-share merger
consideration of $17.75):

Named Executive Officer
Stock

Options

Restricted
Stock
Units

Market-
Leveraged

Stock
Units Total

Phillip J. Weber $ 305,567 $ 481,593 $ 548,759 $ 1,335,919
Charles D. Jehl $ 33,724 $ 756,771 $ 399,091 $ 1,189,586
Michael Quinley $ 107,596 $ 696,368 $ 399,091 $ 1,203,055
David M. Grimm $ 42,153 $ 206,397 $ 498,864 $ 747,414
Bruce Dickson � � $ 226,668 $ 226,668

Each of the awards will vest on a "single-trigger" basis upon and by reason of the consummation of the merger, whether or not
employment is terminated.

(3)
Represents the value of: (i) for Messrs. Weber, Jehl and Quinley, two years of continued medical/welfare benefits ($34,113, $34,113
and $26,122, respectively) and, for Mr. Grimm, two years of continued medical/welfare benefits less the medical continuation
coverage amount already provided to him in respect of the period beginning May 1, 2017 and ending upon consummation of the
merger ($20,480); and (ii) one year of outplacement assistance ($150,000 for Mr. Weber, $101,250 for Mr. Jehl, $80,250 for
Mr. Quinley and, assuming that he will not have incurred any other outplacement expense before consummation of the merger,
$84,750 for Mr. Grimm); and (iii) the value of two years of continued perquisites ($1,853). Continued medical coverage amounts
reflect actual Company costs for 2017 and assume an annual 15% cost increase. These benefits and payments are "double-trigger" in
nature as they will be provided only in the event of a termination of employment by the Company without "cause" or by the executive
for "good reason" within two years following consummation of the merger, except in the case of Mr. Grimm, who becomes eligible for
them upon and by reason of the consummation of the merger�i.e., on a "single-trigger" basis.
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 Accounting Treatment of the Merger

        The merger will be accounted for under the acquisition method in accordance with U.S. generally accepted accounting principles. D.R.
Horton is considered to be acquiring Forestar in the merger based upon the following factors: (i) D.R. Horton will own approximately 75% of
the common stock of Forestar immediately following the closing of the merger, and (ii) directors appointed by D.R. Horton will hold the
majority of the board seats in Forestar. Forestar will remain a public reporting company and will continue to issue separate financial statements
following the closing of the merger.

 Regulatory Approvals Required for the Merger

        We are not aware of any material U.S. federal, state or foreign regulatory requirements or approvals that are required for the execution of
the Merger Agreement or the completion of the merger, other than the filing of a Certificate of Merger with respect to the merger with, and the
acceptance of such Certificate of Merger for record by, the Secretary of State of the State of Delaware.

 Appraisal Rights

        If the merger is completed, stockholders who do not vote in favor of the adoption of the merger proposal and who properly demand
appraisal of their shares and who do not withdraw such demand or lose their right to appraisal will be entitled to appraisal rights in connection
with the merger under Section 262 of the DGCL.

        The following discussion is not a complete statement of the law pertaining to appraisal rights under the DGCL and is qualified in its
entirety by the full text of Section 262, which is attached to this proxy statement/prospectus as Annex E and incorporated herein by reference.
The following summary does not constitute any legal or other advice and does not constitute a recommendation that stockholders exercise their
appraisal rights under Section 262. Only a holder of record of shares of Forestar common stock is entitled to demand appraisal rights for the
shares registered in that holder's name. A person having a beneficial interest in shares of Forestar common stock held of record in the name of
another person, such as a bank, broker or other nominee, must act promptly to cause the record holder to follow the steps summarized below
properly and in a timely manner to perfect appraisal rights. If you hold your shares of Forestar common stock through a bank, broker or other
nominee and you wish to exercise appraisal rights, you should consult with your bank, broker or the other nominee.

        Under Section 262, holders of shares of Forestar common stock who (1) do not vote in favor of the merger proposal; (2) continuously hold
such shares through the effective time of the merger; and (3) otherwise follow the procedures set forth in Section 262 will be entitled to have
their shares appraised by the Court of Chancery of the State of Delaware and to receive in lieu of the merger consideration payment in cash of
the amount determined by the Court of Chancery to be the "fair value" of the shares of Forestar common stock, exclusive of any element of
value arising from the accomplishment or expectation of the merger, together with interest to be paid on the amount determined to be fair value
as determined by the court (subject, in the case of interest payments, to any voluntary cash payments made by the surviving entity pursuant to
subsection (h) of Section 262 of the DGCL). Unless the Court of Chancery, in its discretion, determines otherwise for good cause shown, interest
on an appraisal award will accrue and compound quarterly from the effective time of the merger through the date the judgment is paid at 5%
over the Federal Reserve discount rate (including any surcharge) as established from time to time during such period. Stockholders considering
seeking appraisal should be aware that the fair value of their shares as determined pursuant to Section 262 of the DGCL could be more than, the
same as or less than the merger consideration payable pursuant to the Merger Agreement.
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        Under Section 262, where a merger agreement is to be submitted for adoption at a meeting of stockholders, the corporation, not less than
twenty days prior to the meeting, must notify each of its stockholders entitled to appraisal rights that appraisal rights are available and include in
the notice a copy of Section 262. This proxy statement/prospectus constitutes Forestar's notice to stockholders that appraisal rights are available
in connection with the merger, and the full text of Section 262 is attached to this proxy statement/prospectus as Annex E. In connection with the
merger, any holder of shares of Forestar's common stock who wishes to exercise appraisal rights or who wishes to preserve such holder's right to
do so should review Annex E carefully. Failure to strictly comply with the requirements of Section 262 in a timely and proper manner will result
in the loss of appraisal rights under the DGCL. In addition, the Delaware Court of Chancery will dismiss appraisal proceedings as to all Forestar
stockholders who assert appraisal rights unless (x) the total number of shares of common stock for which appraisal rights have been pursued and
perfected exceeds 1% of Forestar outstanding shares of common stock measured in accordance with subsection (g) of Section 262 of the DGCL
or (y) the value of the merger consideration in respect of the shares of common stock for which appraisal rights have been pursued and perfected
exceeds $1 million.

Because of the complexity of the procedures for exercising the right to seek appraisal of shares of Forestar common stock, Forestar
believes that if a stockholder is considering exercising appraisal rights, that stockholder should seek the advice of legal counsel.

Stockholders wishing to exercise the right to seek an appraisal of their shares of Forestar common stock must fully comply with
Section 262, which means doing, among other things, ALL of the following:

�
the stockholder must not vote in favor of the merger proposal;

�
the stockholder must deliver to Forestar a written demand for appraisal before the vote on the merger proposal at the special
meeting;

�
the stockholder must continuously hold the shares from the date of making the demand through the effective time of the
merger (a stockholder will lose appraisal rights if the stockholder transfers the shares before the effective time); and

�
the stockholder or the surviving entity must file a petition in the Court of Chancery of the State of Delaware requesting a
determination of the fair value of the shares within 120 days after the effective time of the merger. The surviving entity is
under no obligation to file any petition.

Filing Written Demand

        Any holder of shares of Forestar common stock wishing to exercise appraisal rights must deliver to Forestar at the address below, before
the vote on the merger proposal at the special meeting, a written demand for the appraisal of the stockholder's shares, and that stockholder must
not vote in favor of the merger proposal either in person or by proxy. A holder of shares of Forestar common stock exercising appraisal rights
must hold of record the shares on the date the written demand for appraisal is made and must continue to hold the shares of record through the
effective time of the merger. A proxy that is submitted and does not contain voting instructions will, unless revoked, be voted in favor of the
merger proposal, and it will cause a stockholder to lose the stockholder's right to appraisal and will nullify any previously delivered written
demand for appraisal. Therefore, a stockholder who submits a proxy and who wishes to exercise appraisal rights must submit a proxy containing
instructions to vote against the merger proposal or abstain from voting on the merger proposal. However neither voting against the merger
proposal nor abstaining from voting or failing to vote on the merger proposal will, in and of itself, constitute a written demand for appraisal
satisfying the requirements of Section 262. The written demand for appraisal must be in addition to and separate from any proxy or vote on the
merger proposal. A stockholder's failure to make the written demand prior to the taking of the vote on
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the merger proposal at the special meeting will cause the stockholder to lose its appraisal rights in connection with the merger.

        Only a holder of record of shares of common stock is entitled to demand appraisal rights for the shares registered in that holder's name. A
demand for appraisal in respect of shares of common stock should be executed by or on behalf of the holder of record and must reasonably
inform Forestar of the identity of the holder and state that the person intends thereby to demand appraisal of the holder's shares in connection
with the merger. If the shares are owned of record in a fiduciary capacity, such as by a trustee, guardian or custodian, such demand must be
executed by or on behalf of the record owner, and if the shares are owned of record by more than one person, such as in a joint tenancy or a
tenancy in common, the demand should be executed by or on behalf of all joint owners. An authorized agent, including an authorized agent for
two or more joint owners, may execute a demand for appraisal on behalf of a holder of record; however, the agent must identify the record
owner or owners and expressly disclose that, in executing the demand, the agent is acting as agent for the record owner or owners.

        STOCKHOLDERS WHO HOLD THEIR SHARES IN BROKERAGE OR BANK ACCOUNTS OR OTHER NOMINEES AND WHO
WISH TO EXERCISE APPRAISAL RIGHTS SHOULD CONSULT WITH THEIR BANK, BROKER OR OTHER NOMINEES, AS
APPLICABLE, TO DETERMINE THE APPROPRIATE PROCEDURES FOR THE BANK, BROKER OR OTHER NOMINEE TO MAKE A
DEMAND FOR APPRAISAL OF THOSE SHARES. A PERSON HAVING A BENEFICIAL INTEREST IN SHARES HELD OF RECORD
IN THE NAME OF ANOTHER PERSON, SUCH AS A BANK, BROKER OR OTHER NOMINEE, MUST ACT PROMPTLY TO CAUSE
THE RECORD HOLDER TO FOLLOW PROPERLY AND IN A TIMELY MANNER THE STEPS NECESSARY TO PERFECT
APPRAISAL RIGHTS.

        All written demands for appraisal pursuant to Section 262 should be mailed or delivered to:

Forestar Group Inc.
6300 Bee Cave Road

Building Two, Suite 500
Austin, Texas 78746

Attn: General Counsel

        Any holder of shares of Forestar common stock may withdraw his, her or its demand for appraisal and accept the merger consideration by
delivering to Forestar a written withdrawal of the demand for appraisal. However, any such attempt to withdraw the demand made more than
60 days after the effective time of the merger will require written approval of the surviving entity. No appraisal proceeding in the Court of
Chancery of the State of Delaware will be dismissed without the approval of such court and such approval may be conditioned upon such terms
as the court deems just.

Notice by the Surviving Entity

        If the merger is completed, within ten days after the effective time of the merger, the surviving entity will notify each holder of shares of
common stock who has made a written demand for appraisal pursuant to Section 262 and who has not voted in favor of the merger proposal of
the date that the merger has become effective.

Filing a Petition for Appraisal

        Within 120 days after the effective time of the merger, but not thereafter, the surviving entity or any holder of shares of Forestar common
stock who has demanded appraisal rights under Section 262 may commence an appraisal proceeding by filing a petition in the Court of Chancery
of the State of Delaware, with a copy served on the surviving entity in the case of a petition filed by a stockholder,
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demanding a determination of the fair value of the shares held by all stockholders entitled to appraisal. A beneficial owner of shares held either
in a voting trust or by a nominee on behalf of such person may, in such person's own name file a petition for appraisal. If a petition for appraisal
is not timely filed, then the right to an appraisal will cease. Neither D.R. Horton nor the surviving entity is under any obligation, and has no
present intention, to file such a petition, and holders should not assume that D.R. Horton or the surviving entity will file a petition. Accordingly,
any holders of shares of Forestar common stock who desire to have their shares appraised by the Court of Chancery should assume that they will
be responsible for filing a petition for appraisal with the Court of Chancery in the manner prescribed in Section 262. The failure of a holder of
Forestar common stock to file such a petition for appraisal within the period specified in Section 262 will nullify the stockholder's previous
written demand for appraisal.

        Within 120 days after the effective time of the merger, any holder of shares of Forestar common stock who has complied with the
requirements for the exercise of appraisal rights, or a beneficial owner of shares held either in a voting trust or by a nominee on behalf of such
person, will be entitled, upon written request, to receive from the surviving entity a statement setting forth the aggregate number of shares not
voted in favor of the merger proposal and with respect to which Forestar received demands for appraisal, and the aggregate number of holders of
such shares. The surviving entity must mail this statement to the requesting stockholder within ten days after receipt of the written request for
such a statement or within ten days after the expiration of the period for delivery of demands for appraisal, whichever is later.

        If a petition for an appraisal is duly filed by a holder of shares of Forestar common stock and a copy thereof is served upon the surviving
entity, the surviving entity will then be obligated within twenty days after such service to file with the Delaware Register in Chancery a duly
verified list containing the names and addresses of all stockholders who have demanded payment for their shares and with whom agreements as
to the value of their shares have not been reached. After notice to the stockholders as required by the court, the Court of Chancery of the State of
Delaware is empowered to conduct a hearing on the petition to determine those stockholders who have complied with Section 262 and who have
become entitled to appraisal rights thereunder. The Court of Chancery may require the stockholders who demanded appraisal of their shares to
submit their stock certificates to the Register in Chancery for notation thereon of the pendency of the appraisal proceedings, and if any
stockholder fails to comply with the direction, the Court of Chancery may dismiss that stockholder from the proceedings.

Determination of Fair Value

        After determining the holders of Forestar common stock entitled to appraisal, the Court of Chancery of the State of Delaware will appraise
the "fair value" of the shares of common stock, exclusive of any element of value arising from the accomplishment or expectation of the merger,
together with interest, if any, to be paid upon the amount determined to be the fair value. In determining fair value, the Court of Chancery will
take into account all relevant factors. In Weinberger v. UOP, Inc., the Supreme Court of Delaware discussed the factors that could be considered
in determining fair value in an appraisal proceeding, stating that "proof of value by any techniques or methods which are generally considered
acceptable in the financial community and otherwise admissible in court" should be considered, and that "[f]air price obviously requires
consideration of all relevant factors involving the value of a company." The Delaware Supreme Court has stated that in making this
determination of fair value, the court must consider market value, asset value, dividends, earnings prospects, the nature of the enterprise and any
other facts which could be ascertained as of the date of the merger which throw any light on future prospects of the merged corporation.
Section 262 provides that fair value is to be "exclusive of any element of value arising from the accomplishment or expectation of the merger."
In Cede & Co. v. Technicolor, Inc., the Delaware Supreme Court stated that
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such exclusion is a "narrow exclusion [that] does not encompass known elements of value," but which rather applies only to the speculative
elements of value arising from such accomplishment or expectation. In Weinberger, the Delaware Supreme Court also stated that "elements of
future value, including the nature of the enterprise, which are known or susceptible of proof as of the date of the merger and not the product of
speculation, may be considered."

        Stockholders considering seeking appraisal should be aware that the fair value of their shares as so determined by the Court of Chancery of
the State of Delaware could be more than, the same as or less than the consideration they would receive pursuant to the merger if they did not
seek appraisal of their shares and that an opinion of an investment banking firm as to the fairness from a financial point of view of the
consideration payable in a merger is not an opinion as to, and does not in any manner address, fair value under Section 262 of the DGCL.
Although Forestar believes that the merger consideration is fair, no representation is made by Forestar, D.R. Horton or the surviving entity as to
the outcome of the appraisal of fair value as determined by the Court of Chancery of the State of Delaware, and stockholders should recognize
that such an appraisal could result in a determination of a value higher or lower than, or the same as, the merger consideration. Each of Forestar,
D.R. Horton, and the surviving entity reserves the right to assert, in any appraisal proceeding, that for purposes of Section 262, the "fair value"
of a share of Forestar common stock is less than the $17.75 cash consideration.

        Unless the Court of Chancery of the State of Delaware in its discretion determines otherwise for good cause shown, interest from the
effective time through the date of payment of the judgment will be compounded quarterly and will accrue at 5% over the Federal Reserve
discount rate (including any surcharge) as established from time to time during the period between the effective time of the merger and the date
of payment of the judgment. At any time before the entry of judgment in the proceedings, the surviving entity may pay to each stockholder
entitled to appraisal an amount in cash, in which case interest shall accrue thereafter only upon the sum of (1) the difference, if any, between the
amount so paid and the fair value of the shares as determined by the Court of Chancery, and (2) interest theretofore accrued, unless paid at that
time. The costs of the appraisal proceedings (which do not include attorneys' fees or the fees and expenses of experts) may be determined by the
Court of Chancery of the State of Delaware and taxed upon the parties as the Court of Chancery deems equitable under the circumstances. Upon
application of a stockholder, the Court of Chancery may also order that all or a portion of the expenses incurred by a stockholder in connection
with an appraisal, including, without limitation, reasonable attorneys' fees and the fees and expenses of experts, be charged pro rata against the
value of all the shares entitled to be appraised.

        If any stockholder who demands appraisal of his, her or its shares of Forestar's common stock under Section 262 fails to perfect, or loses or
successfully withdraws, such holder's right to appraisal, the stockholder's shares of common stock will be deemed to have been converted at the
effective time of the merger into the right to receive the merger consideration. From and after the effective time of the merger, no stockholder
who has demanded appraisal rights will be entitled to vote such shares of Forestar common stock for any purpose or to receive payment of
dividends or other distributions on the stock, except dividends or other distributions on the holder's shares of Forestar common stock, if any,
payable to stockholders as of a time prior to the effective time of the merger.

 NYSE Listing of Forestar Common Stock

        Forestar will use its reasonable best efforts to cause the new shares of Forestar common stock that are to be issued in connection with the
merger to be approved for listing (subject to notice of issuance) on the NYSE, and the approval of such listing is a condition to the effective time
of the merger. Forestar common stock will continue to be traded on the NYSE under Forestar's current symbol, which is "FOR."

74

Edgar Filing: Forestar Group Inc. - Form 424B3

106



Table of Contents

 Financing

        D.R. Horton and Merger Sub have represented to Forestar that D.R. Horton will have sufficient funds at the closing of the merger to pay all
cash amounts required to be paid by D.R. Horton and Merger Sub under the Merger Agreement.

        D.R. Horton anticipates that the funds needed to close the merger will be funded through cash on hand and other immediately available
capital.

        The consummation of the merger is not subject to any financing conditions.
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 U.S. FEDERAL INCOME TAX CONSEQUENCES OF THE MERGER

        The following is a discussion of U.S. federal income tax consequences of the merger to holders of existing shares of Forestar common stock
that exchange their shares for new shares of Forestar common stock, cash or a combination thereof pursuant to the merger. This discussion is
based upon the Code, Treasury regulations promulgated thereunder, court decisions, published positions of the Internal Revenue Service (the
"IRS") and other applicable authorities, all as in effect on the date of this proxy statement/prospectus and all of which are subject to change or
differing interpretations, possibly with retroactive effect. Any such change or differing interpretation could affect the accuracy of the conclusions
set forth herein. This discussion is limited to holders who hold their existing shares of Forestar common stock as "capital assets" within the
meaning of the Code (generally, property held for investment purposes). This discussion does not describe any tax consequences arising under
the laws of any state, local or foreign tax jurisdiction and does not consider any aspects of U.S. federal tax law other than income taxation (such
as state, gift or alternative minimum tax or the Medicare net investment income surtax). In addition, this discussion does not address the U.S.
federal income tax consequences to holders of shares who exercise appraisal rights under Delaware law. For purposes of this discussion, a
"holder" is a U.S. Holder, a Non-U.S. Holder or both, as the context may require.

        This discussion is for general information only and does not address all of the tax consequences that may be relevant to holders in light of
their particular circumstances, including:

�
holders who may be subject to special treatment under U.S. federal income tax laws, such as: financial institutions,
tax-exempt organizations, S corporations or any other entities or arrangements treated as partnerships or pass-through
entities for U.S. federal income tax purposes (and investors therein), insurance companies, mutual funds, dealers in stocks
and securities, traders in securities that elect to use the mark-to-market method of accounting for their securities, regulated
investment companies, real estate investment trusts, certain expatriates or former long-term residents of the United States or
holders subject to the alternative minimum tax;

�
holders holding shares as part of a hedging, constructive sale or conversion, straddle or other risk reducing transaction;

�
holders who received their existing shares of Forestar common stock in a compensatory transaction; and

�
U.S. Holders whose "functional currency" is not the U.S. dollar.

        If a partnership (including an entity or arrangement treated as a partnership for U.S. federal income tax purposes) is a beneficial owner of
shares of Forestar common stock, the tax treatment of a person treated as a partner in such partnership for U.S. federal income tax purposes will
generally depend upon the status of the partner and the activities of the partnership. Partnerships holding existing shares of Forestar common
stock and partners therein should consult their tax advisors regarding the tax consequences of the merger.

        We have not sought, and do not intend to seek, any ruling from the IRS with respect to the statements made and the conclusions reached in
the following discussion. No assurance can be given that the IRS will agree with the views expressed in this discussion or that a court will not
sustain any challenge by the IRS in the event of litigation.

 U.S. Holders

        For purposes of this discussion, a "U.S. Holder" is a beneficial owner of shares of Forestar common stock that is for U.S. federal income
tax purposes:

�
an individual who is a citizen or resident of the United States;

76

Edgar Filing: Forestar Group Inc. - Form 424B3

108



Table of Contents

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

�
an estate the income of which is subject to U.S. federal income taxation regardless of its source; or

�
a trust (i) if a court within the United States is able to exercise primary supervision over the administration of such trust and
one or more U.S. persons have the authority to control all substantial decisions of such trust or (ii) that has made a valid
election under applicable Treasury regulations to be treated as a U.S. person.

        The U.S. federal income tax consequences of the merger to a U.S. Holder will depend on whether such holder receives new shares of
Forestar common stock, cash or a combination thereof. At the time that the U.S. Holder makes a cash or stock election pursuant to the terms of
the Merger Agreement, the U.S. Holder will not know whether, and to what extent, the proration rules of the Merger Agreement may alter the
mix of consideration to be received by such holder. As a result, the U.S. federal income tax consequences to U.S. Holders will not be
ascertainable with certainty until the precise amount of new shares of Forestar common stock and cash that will be received by each U.S. Holder
pursuant to the merger has been determined.

Exchange Solely for New Shares of Forestar Common Stock

        A U.S. Holder that receives solely new shares of Forestar common stock pursuant to the merger generally will not recognize gain or loss on
the receipt of the new shares of Forestar common stock, and such holder will have the same aggregate tax basis and holding period in its new
shares of Forestar common stock received pursuant to the merger as it had in its existing shares of Forestar common stock surrendered in
exchange therefor.

Exchange Solely for Cash

        A U.S. Holder that receives solely cash pursuant to the merger generally will recognize gain or loss in an amount equal to the difference, if
any, between such cash and such holder's aggregate adjusted tax basis in the existing shares of Forestar common stock surrendered in exchange
therefor. A U.S. Holder's adjusted tax basis in its existing shares of Forestar common stock generally will equal the amount that such holder paid
for such shares. A U.S. Holder's gain or loss generally will be capital gain or loss and will be long-term capital gain or loss if such holder's
holding period in such shares exceeds one year at the time of the completion of the merger. A reduced tax rate on capital gains will generally
apply to long-term capital gains of individuals and other non-corporate U.S. Holders. There are limitations on the deductibility of capital losses.
A U.S. Holder that acquired blocks of shares of Forestar common stock at different times or different prices must determine its adjusted tax
basis, holding period, and gain or loss separately with respect to each block of shares.

Exchange for a Combination of New Shares of Forestar Common Stock and Cash

        A U.S. Holder that receives a combination of new shares of Forestar common stock and cash pursuant to the merger generally will (i) not
recognize gain or loss on the receipt of the new shares of Forestar common stock pursuant to the merger, and such holder will have the same
aggregate tax basis and holding period in its new shares of Forestar common stock received pursuant to the merger as it had in its existing shares
of Forestar common stock surrendered in exchange therefor, and (ii) recognize gain or loss on the receipt of cash pursuant to the merger in an
amount equal to the difference, if any, between such cash and such holder's adjusted tax basis in its shares of existing Forestar common stock
treated as surrendered in exchange therefor. A U.S. Holder's adjusted tax basis in its existing shares of Forestar common stock generally will
equal the amount that such holder paid
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for such shares. Any gain or loss generally will be capital gain or loss and will be long-term capital gain or loss if such holder's holding period in
such shares exceeds one year at the time of the completion of the merger. A reduced tax rate on capital gains generally will apply to long-term
capital gains of individuals and other non-corporate U.S. Holders. There are limitations on the deductibility of capital losses.

        A U.S. Holder that acquired different blocks of shares of Forestar common stock at different times or different prices and receives a
combination of new shares of Forestar common stock and cash pursuant to the merger must determine its adjusted tax basis, holding period, and
gain or loss separately with respect to each block of shares. The election form and letter of transmittal will each permit a U.S. Holder to
designate which blocks of Forestar common stock such holder would like to exchange for cash and which of such blocks it would like to
exchange for new shares of Forestar common stock. Absent an express designation by a U.S. Holder, the election form and letter of transmittal
will each provide for a deemed designation, which will provide that any new shares of Forestar common stock received by a U.S. Holder will be
deemed to be allocated to existing shares of Forestar common stock surrendered in the following order of priority: (1) to those existing shares of
Forestar common stock with a holding period of less than one year that have the lowest tax basis, in ascending order until such shares are
exhausted or the stock portion of the merger consideration is fully allocated, and (2) to those existing shares of Forestar common stock with a
holding period of more than one year that have the lowest tax basis, in ascending order until the stock portion of the merger consideration is fully
allocated. It is unclear whether an express or deemed designation will be accepted by the IRS. As a result, no assurance can be given that, if a
holder reports gain or loss on its U.S. federal income tax return on the basis of such a designation, the IRS will not challenge it. If the IRS
successfully challenged the position taken on a holder's return, such holder could be required to recalculate its amount of gain recognized
through a different allocation method, such as by allocating the new shares of Forestar common stock and the cash received on a pro rata basis to
each existing share of Forestar common stock surrendered pursuant to the merger. U.S. Holders who acquired different blocks of shares at
different times or different prices should consult their tax advisors regarding the manner in which gain or loss should be determined and the
advisability of making express designations on the election form or letter of transmittal.

 Non-U.S. Holders

        For purposes of this discussion, a "Non-U.S. Holder" is a beneficial owner of shares of Forestar common stock that is not a U.S. Holder or
an entity or arrangement treated as a partnership or other pass-through entity for U.S. federal income tax purposes.

        A Non-U.S. Holder generally will recognize gain or loss in the same manner as described above under "�U.S. Holders." Any gain recognized
by a Non-U.S. Holder as a result of the merger generally will not be subject to U.S. federal income tax unless:

�
such gain is effectively connected with a trade or business of such Non-U.S. Holder in the United States (and, if required by
an applicable income tax treaty, is attributable to a permanent establishment maintained by such Non-U.S. Holder in the
United States), in which case such gain generally will be subject to U.S. federal income tax at rates applicable to U.S.
Holders, and if such Non-U.S. Holder is a corporation, such gain may also be subject to a branch profits tax at a rate of 30%
(or a lower rate under an applicable tax treaty);

�
such Non-U.S. Holder is an individual who is present in the United States for 183 days or more in the taxable year of the
merger and meets certain other specified conditions, in which case such gain will be subject to U.S. federal income tax at a
rate of 30% (or a lower rate under an applicable tax treaty) and may be offset by certain U.S. source capital losses (provided
such Non-U.S. Holder has timely filed U.S. federal income tax returns with respect to such losses); or
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�
we are or have been a U.S. real property holding corporation ("USRPHC") at any time within the shorter of the five-year
period preceding the merger and such Non-U.S. Holder's holding period (the "Relevant Period") with respect to such holder's
shares of Forestar common stock. We believe that we are currently a USRPHC for U.S. federal income tax purposes.
However, as long as our common stock continues to be regularly traded on an established securities market in the United
States, within the meaning of applicable Treasury regulations, a Non-U.S. Holder will not be subject to U.S. federal income
tax on any gain recognized as a result of the merger if such Non-U.S. Holder has not held (actually or constructively) more
than 5% of our outstanding common stock at any time within the Relevant Period. If a Non-U.S. Holder has held (actually or
constructively) more than 5% of outstanding Forestar common stock at any time within the Relevant Period, any gain
recognized as a result of the merger generally will be treated as effectively connected with a trade or business of such
Non-U.S. Holder in the United States, which will have the consequences described above.

 Certain Tax Reporting

        Current Treasury regulations may require certain holders of Forestar common stock who are 'significant holders' (generally, a holder that
owns at least 5% of the outstanding Forestar common stock immediately before the merger) and who receive Forestar common stock pursuant to
the merger to comply with certain reporting requirements. Significant holders may generally be required to file a statement with their U.S.
federal income tax returns for the taxable year in which the merger occurs setting forth certain information with respect to the transaction.
Holders should consult their tax advisors to determine whether they are required to provide the foregoing statement.

        HOLDERS SHOULD CONSULT THEIR TAX ADVISORS CONCERNING THE U.S. FEDERAL INCOME TAX CONSEQUENCES
RELATING TO THE MERGER IN LIGHT OF THEIR PARTICULAR CIRCUMSTANCES AND ANY TAX CONSEQUENCES ARISING
UNDER THE LAWS OF ANY STATE, LOCAL OR FOREIGN TAXING JURISDICTION.
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 THE MERGER AGREEMENT

Below is a summary of the material provisions of the Merger Agreement, a copy of which is attached to this proxy statement/prospectus as
Annex A and which is incorporated by reference into this proxy statement/prospectus. This summary does not purport to be complete and may
not contain all of the information about the Merger Agreement that is important to you. We encourage you to read carefully the Merger
Agreement in its entirety, as the rights and obligations of the parties thereto are governed by the express terms of the Merger Agreement and not
by this summary or any other information contained in this proxy statement/prospectus.

 Explanatory Note Regarding the Merger Agreement

        The following summary of the Merger Agreement, and the copy of the Merger Agreement attached as Annex A to this proxy
statement/prospectus, are intended to provide information regarding the terms of the Merger Agreement and are not intended to provide any
factual information about Forestar or modify or supplement any factual disclosures about Forestar in its public reports filed with the SEC. Any
material facts in Forestar's public reports previously filed with the SEC that are incorporated by reference into this proxy statement/prospectus
that contradict the factual disclosures about Forestar contained in the representations and warranties in the Merger Agreement shall modify such
factual disclosures. In particular, the Merger Agreement and the related summary are not intended to be disclosures regarding any facts and
circumstances relating to Forestar. The Merger Agreement contains representations and warranties by, and covenants of, Forestar, D.R. Horton
and Merger Sub that were made only for purposes of the Merger Agreement and as of specified dates. The representations, warranties and
covenants in the Merger Agreement were made solely for the benefit of the parties to the Merger Agreement, may be subject to limitations
agreed upon by the contracting parties, including being qualified by confidential disclosures made for the purposes of allocating contractual risk
between the parties to the Merger Agreement instead of establishing these matters as facts, and may be subject to contractual standards of
materiality applicable to the contracting parties that generally differ from those applicable to investors. In addition, information concerning the
subject matter of the representations, warranties and covenants may change after the date of the Merger Agreement, which subsequent
information may or may not be fully reflected in Forestar's public disclosures. Investors are not third party beneficiaries under the Merger
Agreement.

        Additional information about Forestar may be found elsewhere in this proxy statement/prospectus and Forestar's other public filings. See
the section entitled "Where You Can Find More Information."

 Structure of the Merger; Certificate of Incorporation; Bylaws; Directors and Officers

        At the effective time of the merger, Merger Sub will merge with and into Forestar and the separate corporate existence of Merger Sub will
cease. The Company will be the surviving entity (sometimes referred to herein as the "surviving entity") in the merger. At the effective time of
the merger, all of the property, rights, privileges, powers and franchises of Forestar and Merger Sub shall vest in the surviving entity, and all
debts, liabilities and duties of Forestar and Merger Sub shall become the debts, liabilities and duties of the surviving entity, all as provided under
the DGCL.

        At the effective time of the merger, (a) the certificate of incorporation of Forestar will be amended to read as set forth on Exhibit A to the
Merger Agreement, and, as so amended, shall be the certificate of incorporation of the Company until thereafter changed or amended as
provided therein or by applicable law and (b) the bylaws of Forestar will be amended to read as set forth in Exhibit B to the Merger Agreement
until thereafter changed or amended as provided therein or by applicable law.

        The Board shall take all action necessary such that, effective as of the effective time of the merger, the Board will consist of five members,
including four individuals (including the Executive Chairman) selected by D.R. Horton as well as one individual selected from the current
Board. The officers of
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Forestar immediately prior to the effective time of the merger shall continue as the officers of the Company until the earlier of their resignation
or removal or until their respective successors are duly elected and qualified.

        Because Merger Sub will have no material assets or liabilities at the effective time of the merger, we do not consider the merger to be a
significant business combination for accounting and presentation purposes.

 When the Merger Becomes Effective

        The closing of the merger will take place at the offices of Skadden, Arps, Slate, Meagher & Flom LLP, 1440 New York Avenue NW,
Washington, District of Columbia 20005 on the third business day after the satisfaction or waiver of all of the conditions set forth in the Merger
Agreement (other than those conditions that by their nature are to be satisfied at the closing, but subject to the satisfaction or waiver of such
conditions at the closing), unless another time, date or place is agreed to in writing by Forestar and D.R. Horton.

        On the closing date of the merger, the parties will cause a certificate of merger to be duly executed and filed with the Secretary of State of
the State of Delaware as provided under the DGCL. The merger shall become effective at such time as the certificate of merger is duly filed with
the Secretary of State of the State of Delaware or on such later date and time as shall be agreed to by the parties and specified in the certificate of
merger.

 Merger Consideration

        Each share of Forestar common stock issued and outstanding immediately prior to the effective time (except for shares of Forestar common
stock that are held by Forestar as treasury shares or by Forestar or D.R. Horton or their respective subsidiaries or that are dissenting shares) will
be converted into the right to receive, at the election of the holders of such shares of Forestar common stock, either the cash consideration or the
stock consideration, subject to proration procedures applicable to oversubscription and undersubscription for the cash consideration.

        As described in more detail below, the aggregate amount of cash consideration is fixed. Accordingly, depending on the elections made by
other Forestar stockholders, a Forestar stockholder might receive a portion of the merger consideration in the form such holder did not elect.

        When making an election, Forestar stockholders may specify different elections with respect to different shares of Forestar common stock
held by them (for example, a Forestar stockholder who holds 100 shares of Forestar common stock could make a cash election with respect to 50
shares and a stock election with respect to the other 50 shares).

Cash Consideration

        The Merger Agreement provides that each share of Forestar common stock for which a valid cash election has been made will be converted
into the right to receive, subject to proration and adjustment as described below, an amount in cash equal to the sum of $17.75. The aggregate
amount of the cash consideration is fixed at $558,256,373 (the "cash component").

Stock Consideration

        The Merger Agreement provides that each share of Forestar common stock for which a valid stock election has been made will be
converted into the right to receive, subject to proration and adjustment as described below, one new share of Forestar common stock.
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        If prior to the effective time the outstanding shares of Forestar common stock is increased, decreased, changed into or exchanged for a
different number or kind of shares or securities as a result of a reorganization, recapitalization, reclassification, stock dividend, stock split,
reverse stock split or other similar change in capitalization, or there is any extraordinary dividend or distribution, an appropriate and
proportionate adjustment will be made to the merger consideration to provide Forestar stockholders the same economic effect as contemplated
by the Merger Agreement.

Non-Election Shares

        The Merger Agreement provides that the shares of any Forestar stockholder who does not make a valid election of either the cash
consideration or the stock consideration with respect to such shares in accordance with the election procedures described below will be treated as
"non-election" shares and will be converted to the right to receive such stock consideration or cash consideration as determined in accordance
with the proration and allocation provisions described below.

Proration and Allocation of Merger Consideration

        The cash conversion number is 31,451,063, which was determined by dividing the cash component (i.e., $558,256,373) by the cash
consideration. All other shares of Forestar common stock (excluding certain shares owned by D.R. Horton, Forestar or their subsidiaries that will
be cancelled as provided in the Merger Agreement) will be converted into the right to receive the stock consideration.

        Promptly, and in any event no later than three business days after the election deadline, D.R. Horton and Forestar will cause the paying
agent to effect the allocation among Forestar stockholders of rights to receive the cash consideration and the stock consideration as described
below.

        If Cash Consideration is Oversubscribed:    New shares of Forestar common stock may be issued to Forestar stockholders who make cash
elections if the aggregate number of shares of Forestar common stock with respect to which cash elections have been made, including for this
purpose dissenting shares (which we refer to as the "cash election number") exceeds the cash conversion number. If the cash consideration is
oversubscribed, then

�
a Forestar stockholder who made a stock election, no election or an invalid election will receive the stock consideration for
each share of Forestar common stock as to which such holder made a stock election, no election or an invalid election;

�
a Forestar stockholder who made a cash election will receive:

�
the cash consideration for a number of shares of Forestar common stock equal to the product obtained by
multiplying (1) the number of shares of Forestar common stock for which such holder has made a cash election by
(2) a fraction, the numerator of which is the cash conversion number and the denominator of which is the number
of cash election shares (with the paying agent to determine, consistent with the fixed aggregate cash consideration,
whether fractions of cash election shares will be rounded up or down); and

�
the stock consideration for the remaining shares of Forestar common stock for which the Forestar stockholder
made a cash election.

        If Cash Consideration is Undersubscribed:    Cash may be paid to Forestar stockholders who make stock elections if the number of cash
election shares is less than the cash conversion number (the amount by which the number of cash election shares is less than the cash conversion
number is referred to as the "shortfall number").

        If the cash consideration is undersubscribed, then all Forestar stockholders who make a cash election will receive the cash consideration for
all shares of Forestar common stock as to which they made a cash election. Forestar stockholders who make a stock election, no election or an
invalid
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election will receive cash and/or new Forestar common stock based in part on whether the shortfall number is less or greater than the number of
non-election shares, as follows:

        Scenario 1:    If the shortfall number is less than or equal to the number of non-election shares, then:

�
a Forestar stockholder who made a stock election will receive the stock consideration for each share of Forestar common
stock as to which such holder made a stock election; and

�
a Forestar stockholder who made no election or an invalid election with respect to any of such holder's shares of Forestar
common stock (i.e., non-election shares) will receive:

�
the cash consideration for the number of non-election shares equal to the product obtained by multiplying (1) the
number of such non-election shares by (2) a fraction, (x) the numerator of which is the shortfall number and (y) the
denominator of which is the total number of non-election shares (with the paying agent to determine, consistent
with the fixed aggregate cash consideration, whether fractions of non-election shares will be rounded up or down);
and

�
the stock consideration for the remaining number of such non-election shares.

        Scenario 2:    If the shortfall number exceeds the number of non-election shares, then:

�
a Forestar stockholder who made no election or an invalid election will receive the cash consideration for each share of
Forestar common stock for which he or she made no election or did not make a valid election; and

�
a Forestar stockholder who made a stock election will receive:

�
the cash consideration for the number of shares of Forestar common stock equal to the product obtained by
multiplying (1) the number of shares of Forestar common stock with respect to which such holder made a stock
election by (2) a fraction, (x) the numerator of which is equal to the amount by which the shortfall number exceeds
the number of non-election shares and (y) the denominator of which is equal to the total number for which Forestar
stockholders made a stock election (with the paying agent to determine, consistent with the fixed aggregate cash
consideration, whether fractions of stock election shares will be rounded up or down); and

�
the stock consideration with respect to the remaining shares of Forestar common stock as to which such holder
made a stock election.

 Conversion of Merger Sub Shares

        At the effective time of the merger, all of the shares of common stock, par value $0.01 per share, of Merger Sub issued and outstanding
immediately prior to the effective time of the merger and held by D.R. Horton shall be converted, in the aggregate, into a number of new shares
of Forestar common stock that is equal to (x) the number of shares of Forestar common stock issued and outstanding immediately prior to the
effective time of the merger or held by Forestar as treasury shares, minus (y) the aggregate number of shares of Forestar common stock that are
held by Forestar as treasury shares or by Forestar or its subsidiaries, minus (z) the cash conversion number (i.e., 31,451,063). As result, after the
consummation of the merger, D.R. Horton will own approximately 75% of the issued and outstanding shares of Forestar common stock.

 Exchange of Shares; Elections as to Form of Consideration
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        The conversion of Forestar common stock into the right to receive the merger consideration will occur automatically at the effective time of
the merger. From and after the effective time of the merger
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and the completion of the allocation procedures described above, upon proper surrender of shares of Forestar common stock and delivery of a
duly executed letter of transmittal (if not previously submitted pursuant to a properly completed and timely delivered election form as described
below), the paying agent will exchange shares of Forestar common stock for the applicable merger consideration, as well as any dividends or
distributions to be paid pursuant to the Merger Agreement, in each case, without interest. Until surrendered in accordance with the provisions of
the Merger Agreement, each share of Forestar common stock shall be deemed at any time after the effective time to represent only the right to
receive, upon surrender, the applicable merger consideration and any cash in respect of such dividends or distributions.

 Election Form

        The Merger Agreement provides that Forestar stockholders will be provided with an election form and other customary transmittal
materials. The election form will allow each holder of Forestar common stock to specify (i) the shares of Forestar common stock owned by such
holder with respect to which such holder desires to receive the cash consideration and (ii) the shares of Forestar common stock owned by such
holder with respect to which such holder desires to receive the stock consideration.

        D.R. Horton will direct the paying agent to mail the election form with the proxy statement/prospectus to record holders of Forestar
common stock as of the record date for the Forestar stockholders meeting. Following the mailing date, D.R. Horton will use all reasonable
efforts to make available as promptly as possible an election form to any stockholder who requests an election form prior to the election
deadline. The election deadline will be 5:00 p.m. local time (in the city in which the principal office of the paying agent is located) on the date
which D.R. Horton and Forestar agree is as near as practicable to six business days before the closing date of the transaction. Forestar and D.R.
Horton will cooperate to issue a press release reasonably satisfactory to each of them announcing the election deadline not more than 15 business
days before, and at least five business days prior to, the election deadline.

        An election will be valid only if the paying agent receives, prior to the election deadline, a properly completed and signed election form
(including duly executed transmittal materials included in the election form). The election form must also be accompanied by any certificates
representing all certificated shares of Forestar common stock to which such election form relates (or by an appropriate customary guarantee of
delivery of such certificates, as set forth in such election form, from a member of any registered national securities exchange or a commercial
bank or trust company in the United States) or, in the case of uncertificated shares, all additional documents specified in the instructions included
with the election form.

        A Forestar stockholder may, at any time prior to the election deadline, change or revoke an election by written notice to the paying agent
received by the paying agent prior to the election deadline accompanied by a properly completed and signed revised election form, or by
withdrawing his or her shares of Forestar common stock previously deposited with the paying agent. If any election is not properly made with
respect to any shares of Forestar common stock, such election will be deemed to be not in effect, and the shares of Forestar common stock
covered by such election will be deemed to be non-election shares, unless a proper election is subsequently timely made.

 Letter of Transmittal

        Promptly after the effective time, D.R. Horton and Forestar shall cause the paying agent to mail to each holder of record of shares of
Forestar common stock that have been converted to the right to receive the merger consideration who did not previously surrender its shares of
Forestar common stock with an election form, a letter of transmittal and instructions on how to surrender such shares of
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Forestar common stock in exchange for the applicable merger consideration the holder is entitled to receive as well as any dividends or other
distributions to be paid to such holder as described below.

        If a certificate for Forestar common stock has been lost, stolen or destroyed, the paying agent will issue the applicable merger consideration
upon receipt of (1) an affidavit of that fact by the claimant and (2) if required by D.R. Horton, the delivery of an agreement of indemnification in
form reasonably satisfactory to D.R. Horton against any claim that may be made against it with respect to such certificate.

 Fractional Shares

        Forestar will not issue any fractional shares of common stock in the merger.

 Withholding

        Forestar or the paying agent will be entitled to deduct and withhold from the consideration otherwise payable pursuant to the Merger
Agreement to any holder of Forestar common stock or equity awards such amounts as Forestar or the paying agent is required to deduct and
withhold with respect to such payments under applicable law. To the extent that amounts are so withheld and paid over to the appropriate taxing
authority, such withheld amounts will be treated for all purposes of the Merger Agreement as having been paid to the holder from whom they
were withheld.

 Dividends and Other Distributions

        No dividends or other distributions declared with respect to Forestar common stock after the effective time of the merger will be paid to the
holder of any unsurrendered shares of Forestar common stock until the holder surrenders such shares in accordance with the Merger Agreement.
After the surrender of a share of Forestar common stock in accordance with the Merger Agreement, the record holder thereof will be entitled to
receive any such dividends or other distributions, without any interest, which had previously become payable with respect to the stock
consideration that such share has been converted into the right to receive under the Merger Agreement.

 Treatment of Forestar Equity Awards

        The Merger Agreement provides that each equity incentive compensation award denominated in shares of Forestar common stock (an
"equity award") that is outstanding immediately prior to the effective time of the merger will be cancelled as of the effective time. In exchange
for such cancellation, the holders of equity awards will receive from Forestar the cash consideration for each share of Forestar common stock
underlying the equity award (plus payment in cash, without interest, of all accrued dividend equivalents, if any, with respect thereto and, in the
case of equity awards that are stock options, less the aggregate exercise or strike price thereunder, but not less than $0), whether or not such
equity award was vested as of the effective time of the merger, with such payment subject to applicable tax withholding.

        With respect to any equity award that is a market-leveraged stock unit, the number of shares of Forestar common stock subject to such
equity awards will be determined according to the terms set forth in the applicable award agreements, with the vesting date fair market value (as
used in such agreements) equal to the sum of the cash consideration and reinvested dividends (as defined in such agreement).

        Such payments with respect to the equity awards will be made as soon as practicable, and in any event within 10 business days, after the
closing of the merger.

85

Edgar Filing: Forestar Group Inc. - Form 424B3

118



Table of Contents

 Exchange of Shares and Certificates

        Prior to the mailing of the proxy statement/prospectus, D.R. Horton and Forestar will, at D.R. Horton's expense, engage a paying agent for
the purpose of receiving elections and exchanging Forestar common stock for the merger consideration. Prior to the effective time of the merger,
D.R. Horton will deposit with the paying agent an amount in cash sufficient to pay the cash component of the merger consideration. Promptly
after the effective time of the merger, D.R. Horton will cause the paying agent to transmit to each record holder of shares of Forestar common
stock that were converted into the right to receive the merger consideration (other than those holders who have properly completed and timely
submitted, and not revoked, an election form), a letter of transmittal and instructions for use in such payment.

        Upon surrender of a certificate or book-entry share, as applicable, to the paying agent together with the letter of transmittal, duly completed
and validly executed, the holder of such certificate or book-entry share will be entitled to receive the applicable merger consideration (less any
amount that may be withheld with respect to any applicable withholding taxes) for each share of Forestar common stock formerly represented by
the certificate or book-entry share. No interest will be paid or accrued on the cash payable upon the surrender or transfer of such certificate.

 Representations and Warranties

        The Merger Agreement contains representations and warranties of Forestar, D.R. Horton and Merger Sub.

        Some of the representations and warranties in the Merger Agreement are subject to materiality qualifications or a "Company material
adverse effect" qualification with respect to Forestar or a "Parent material adverse effect" qualification with respect to D.R. Horton. For purposes
of the Merger Agreement, a "Company material adverse effect" with respect to Forestar means any change, effect, event, occurrence,
circumstance, condition, development or combination of the foregoing that, individually or in the aggregate, (i) results in any change that is
materially adverse to the business of Forestar and its subsidiaries, taken as a whole or (ii) has or would reasonably be expected to prevent or
delay the consummation of the merger or the other transactions contemplated by the Merger Agreement, the Stockholder's Agreement or the
Master Supply Agreement, provided, however, that, in the case of clause (i), "Company material adverse effect" shall not be deemed to include
the impact of:

�
changes in general economic, business, labor or regulatory conditions, or changes in securities, credit or other financial
markets;

�
changes generally affecting the real estate industry in the United States;

�
changes or proposed changes in any applicable law or changes in GAAP or its interpretation;

�
changes in political conditions (including the outbreak or escalation of war, military action, sabotage or acts of terrorism) or
changes due to natural disasters, in each case, occurring after the date of the Merger Agreement;

�
the effects of the actions or omissions specifically required of Forestar in connection with the Merger Agreement;

�
the effects of any material breach, violation or non-performance of any provision of the Merger Agreement by D.R. Horton
or Merger Sub;

�
the negotiation, execution, announcement or pendency of the Merger Agreement, or the consummation of the merger,
including the identity of D.R. Horton or any of its affiliates, or any communication by D.R. Horton or any of its affiliates
regarding plans with respect to Forestar, its subsidiaries or their employees;
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�
the taking of any action at the written request of D.R. Horton or its affiliates;

�
changes in the trading price or volume of shares of Forestar common stock or change in the credit rating of Forestar or its
subsidiaries; or

�
any failure by Forestar or its subsidiaries to meet any financial forecasts, although the underlying cause of such changes may
be taken into account in determining whether a Company material adverse effect has occurred to the extent not otherwise
excluded by another exception.

        However, with respect to the matters described in the first, second, third and fourth bullet points above, any such effect shall be taken into
account if and only to the extent it, individually or in the aggregate with any other effect, disproportionately affects Forestar and its subsidiaries
compared to other companies operating in the real estate industry in the United States.

        For the purpose of the Merger Agreement, a "material adverse effect" with respect to D.R. Horton, which we refer to as a "Parent material
adverse effect," means any change, effect, event, occurrence, state of facts or development which individually or in the aggregate prevents or
materially impairs or delays the consummation by D.R. Horton or Merger Sub of the merger.

        Subject to certain exceptions in the Merger Agreement, in the disclosure letter delivered by Forestar to D.R. Horton in connection with the
Merger Agreement (referred to as the "Company disclosure letter") and in reports filed with or furnished to the SEC by Forestar and publicly
available in the two years prior to the date of the Merger Agreement, the Merger Agreement contains representations and warranties of Forestar
as to, among other things:

�
organization, good standing and corporate power to do business;

�
Forestar's capitalization;

�
corporate authority, consents, conflicts and approvals relating to the execution, delivery and performance of the Merger
Agreement, the Stockholder's Agreement or the Master Supply Agreement and the consummation of the merger;

�
Forestar subsidiaries and joint ventures;

�
forms, reports, statements, documents and financial statements of Forestar required by the SEC;

�
establishment and maintenance of certain disclosure controls and procedures and internal control over financial reporting;

�
absence of certain events or changes in the business of Forestar, including that there has not been a Company material
adverse effect;

�
compliance with applicable laws, orders and data security requirements;

�
certain details pertaining to Forestar's tax returns, filings and other tax matters;

�
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Forestar's business as currently conducted;

�
certain details with respect to litigation involving Forestar;

�
certain details pertaining to Forestar's material contracts;

�
certain details pertaining to the real estate owned and leased by Forestar and its subsidiaries and agreements related to such
real estate;

�
certain details with respect to Forestar's employee benefit plans, employee relations and labor matters;

�
absence of undisclosed liabilities;

�
certain details pertaining to environmental laws and Forestar's compliance with such laws;
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�
certain details pertaining to Forestar's intellectual property;

�
compliance with labor laws and absence of any labor agreements;

�
insurance;

�
accuracy and completeness of the information supplied by Forestar for inclusion in this proxy statement/prospectus;

�
certain details pertaining to Forestar's existing indebtedness;

�
certain actions in respect of potentially applicable state anti-takeover statutes or regulations;

�
broker's and finder's fees;

�
opinion of financial advisor;

�
affiliate transactions;

�
certain actions in respect of Forestar's Tax Benefits Preservation Plan; and

�
the termination of the Starwood merger agreement and the payment by Forestar of the termination fee thereunder.

        Subject to certain exceptions in the Merger Agreement, the Merger Agreement also contains representations and warranties of D.R. Horton
and Merger Sub as to, among other things:

�
organization and good standing;

�
power and authority, consents, conflicts and approvals relating to the execution, delivery and performance of the Merger
Agreement, the Stockholder's Agreement or the Master Supply Agreement and the consummation of the merger;

�
absence of litigation or order from a governmental entity or arbitrator that might, if adversely determined, be expected to
have a Parent material adverse effect;

�
sufficient funds to consummate the transaction;

�
ownership and operations of Merger Sub;

�
D.R. Horton and Merger Sub not being an "interested stockholder" as defined in Section 203 of the DGCL;
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�
solvency of D.R. Horton and its consolidated subsidiaries;

�
accuracy and completion of the information supplied by D.R. Horton or Merger Sub for inclusion in this proxy
statement/prospectus;

�
compliance with applicable law; and

�
broker's and finder's fees.

 Conduct of Business Pending the Merger

        The Merger Agreement provides that, during the period commencing on the signing of the Merger Agreement and ending on the earlier of
the termination of the Merger Agreement in accordance with its terms and the effective time of the merger, except (i) with the prior written
consent of D.R. Horton or (ii) as set forth in the Company disclosure letter, Forestar must, and must cause each of its subsidiaries to, conduct its
business in the ordinary course of business consistent with past practice, and use commercially reasonable efforts to keep available the services
of its current officers and employees, preserve, in all material respects, the current relationships with customers, suppliers, licensors, licensees,
distributors and other persons with which Forestar has business dealings. Further, the Merger
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Agreement also provides that, from the signing date of the Merger Agreement through the effective time of the merger, except (A) as required
by applicable law or the terms of any Forestar employee benefit plan, (B) as otherwise contemplated, required or permitted pursuant to the
Merger Agreement, (C) with the prior written consent of D.R. Horton, which consent will not be unreasonably withheld, conditioned or delayed,
or (D) as set forth in the Company disclosure letter, subject to certain exceptions, Forestar must not, and must cause its subsidiaries not to
(among other prohibitions):

�
amend its certificate of incorporation, bylaws or comparable organizational documents;

�
authorize for issuance, issue, sell, deliver, or commit to issue, sell, or deliver (including options) any securities;

�
acquire, redeem or amend any securities in respect of Forestar capital stock except to the extent required pursuant to the
terms of any benefit plan;

�
set any record or payment dates for the payment of any dividends or distributions on any equity interests of Forestar or any
of its subsidiaries, or split, combine or reclassify any shares of any equity interests, or make any distribution in respect of
shares of capital stock or other equity interests, other than distributions made to Forestar or any wholly owned subsidiary of
Forestar;

�
propose or adopt a plan of complete or partial liquidation or other reorganization of Forestar or any of its subsidiaries;

�
incur any indebtedness, issue any debt securities, assume, guarantee, endorse or otherwise become responsible for the
obligations of any other person, make any capital contributions to or investments in any person, mortgage or pledge any
assets, prepay any indebtedness or amend the terms of any debt securities;

�
adopt, modify or terminate any compensation, severance, equity award or employee benefit arrangement, take any action to
cause the acceleration of or increases in any benefits, hire or terminate without cause a person with aggregate annual
compensation of $100,000 or more, or appoint any person as an executive officer or director;

�
grant or modify the terms of any options or other rights to acquire, or rights denominated in, any of Forestar's or any of its
subsidiaries' equity interests;

�
with specified exceptions, acquire, sell, lease (as lessor or lessee) or license (as licensor or licensee) any property or assets
with an individual value greater than $100,000;

�
make any change in any accounting principles or practices or fail to maintain books and records in accordance with GAAP;

�
modify any material tax election, change any material tax accounting method, settle any tax liability or consent to extend or
waive any limitation period with respect to any claim or assessment for taxes, file any amended return or surrender any
material tax refund;

�
enter into, renew, extend, or terminate any "material contract" (as defined in the Merger Agreement) or make any material
amendment to any such material contract, in each case subject to specified exceptions;

�
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representative for any employees of Forestar or its subsidiaries;

�
settle any pending or threatened litigation, or satisfy or agree to satisfy any claim, liability or obligation, absolute or accrued,
asserted or unasserted, contingent or otherwise, in each case subject to specified exceptions;
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�
enter into any contract between Forestar or any of its subsidiaries and any affiliate of Forestar (other than its subsidiaries);

�
fail to use reasonable best efforts to maintain existing insurance policies or to replace those policies with reasonably
comparable policies, covering Forestar, its subsidiaries, and their respective assets;

�
form any new joint ventures or materially modify the terms of any existing joint ventures with third parties;

�
amend the compensation terms or other obligations of Forestar contained in the engagement letter with JMP in a manner
adverse to Forestar, any of its subsidiaries, or the surviving entity, or engage any other financial advisers in connection with
the transactions contemplated by the Merger Agreement, the Stockholder's Agreement or the Master Supply Agreement;

�
other than in the ordinary course of business, initiate or consent to material zoning reclassification of any owned or leased
real property, and not initiate or consent to any material change to any approved site plan, special use permit, planned unit
development approval or other land use entitlement affecting any such property;

�
other than in the ordinary course of business, enter into, renew, amend, terminate, waive, compromise or assign any material
rights or claims under any material real property lease or enter into any other lease of real property with a term in excess of
one year;

�
other than in the ordinary course of business, sell, license, mortgage or otherwise encumber any owned real property or other
assets with an individual value greater than $100,000 (or in the case of intellectual property, that is material to Forestar);

�
enter into any new line of business;

�
purchase any "non-core" assets or rights or any other asset or right not purchased in furtherance of Forestar's and its
subsidiaries' core community development business, or invest or commit to invest any amounts with respect to such
"non-core" assets;

�
with specified exceptions, make any new non-budgeted capital expenditures; or

�
enter into a contract to do any of the foregoing or make any formal or informal arrangement, whether or not binding, with
respect to the foregoing.

 Non-Solicitation; Acquisition Proposals

        Except as expressly permitted by the Merger Agreement, Forestar has agreed that it shall, and shall cause each of its subsidiaries and its and
their respective directors, officers, employees, auditors, attorneys financial advisors and other agents (referred to as "representatives") to,
(i) immediately cease and terminate all existing activities, discussions or negotiations with any person with respect to an acquisition proposal,
(ii) cease providing information with respect to Forestar, its subsidiaries or any acquisition proposal, (iii) terminate access to physical or
electronic data rooms for such persons, (iv) request that persons in possession of confidential information about Forestar, furnished by Forestar
in connection with previous discussions, to destroy such information, and (v) not, directly or indirectly:

�
solicit, request, initiate or knowingly facilitate or encourage any proposal, offer or inquiry that constitutes or could
reasonably be expected to lead to an acquisition proposal;

Edgar Filing: Forestar Group Inc. - Form 424B3

126



�
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in connection with an acquisition proposal;

�
grant any waiver or release under or fail to enforce any standstill or similar agreement with respect to any class of equity
securities of Forestar or any of its subsidiaries, unless the Board
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decides that the failure to grant such waiver or release would be inconsistent with its fiduciary duties;

�
approve any third person becoming an "interested stockholder" under Section 203 of the DGCL;

�
enter into any agreement in principle, letter of intent or other agreement relating to an acquisition proposal; or

�
propose publicly to do any of the foregoing.

        Under the Merger Agreement, an "acquisition proposal" means any proposal by any third person, (i) to acquire, directly or indirectly,
Forestar common stock (or securities exercisable, convertible, redeemable or exchangeable for common stock) that, if consummated in
accordance with its terms, would result in such third person beneficially owning, directly or indirectly, more than 15% of the combined voting
power of Forestar common stock outstanding after giving effect to the consummation of such transaction, (ii) to acquire (including by joint
venture), directly or indirectly, more than 15% of the consolidated tangible assets of Forestar and its subsidiaries taken as a whole (measured by
fair market value), (iii) to effect any merger, consolidation, recapitalization, business combination or other similar transaction involving Forestar
pursuant to which any third person would hold, directly or indirectly, more than 15% of the combined voting power of the shares of outstanding
Forestar common stock or of the surviving or resulting entity of such transaction or (iv) to effect any combination of the foregoing.

Receipt of an Acquisition Proposal

        Prior to obtaining the Company stockholder approval, Forestar and its subsidiaries may participate in discussions regarding, and furnish
information in response to, an unsolicited, bona fide written acquisition proposal made after the date of the Merger Agreement and not resulting
from any breach of the no solicitation section of the Merger Agreement, provided that: (i) the Board determines in good faith, after consultation
with its financial advisor and outside legal counsel, that such acquisition proposal constitutes or could reasonably be expected to lead to a
superior proposal, (ii) the Board determines in good faith, after consultation with its outside legal counsel, that failing to take such action would
be inconsistent with its fiduciary duties to Forestar stockholders under applicable law, (iii) Forestar receives an executed confidentiality
agreement containing terms not less favorable to Forestar than the terms of the confidentiality agreement between Forestar and D.R. Horton, and
(iv) promptly (and in any event within 48 hours) after furnishing any non-public information concerning Forestar or its subsidiaries, Forestar
furnishes such information to D.R. Horton, if such information had not been previously furnished.

        Under the Merger Agreement, a "superior proposal" means a bona fide, unsolicited written acquisition proposal (substituting the term
"50%" for the term "15%" in each instance where such term appears in that definition) by any third person, that the Board determines in good
faith would be reasonably likely to be consummated if accepted, and more favorable to Forestar stockholders from a financial point of view than
the merger (including any adjustments to the terms hereof that D.R. Horton might offer pursuant to the no solicitation section of the Merger
Agreement), after taking into account all circumstances that the Board determines are relevant, including the legal, financial and regulatory
aspects of such acquisition proposal, the identity of the person making the acquisition proposal, and the anticipated timing, conditions and ability
of the person making such acquisition proposal to consummate the transactions contemplated by such acquisition proposal (based upon, among
other things, expectation of obtaining required approvals or any necessary financing).
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Notice of Acquisition Proposal

        Under the terms of the Merger Agreement, Forestar must notify D.R. Horton in writing promptly (and in any event within 24 hours) after
receipt by Forestar or its representatives of any acquisition proposal, any bona fide written indication that a third person intends to make an
acquisition proposal or certain written requests for information, in each case by any third person that intends to make an acquisition proposal.
Forestar must identify the third person making, and the material terms and conditions of, any such acquisition proposal, indication or request.
Forestar must keep D.R. Horton reasonably informed of any material developments, discussions or negotiations regarding any such acquisition
proposal, indication or request and shall promptly (and in any event within 24 hours) provide to D.R. Horton copies of all written materials
provided to Forestar or any of its subsidiaries that describe any terms of any acquisition proposal as well as written summaries of any material
oral communications addressing such matters.

The Company Recommendation; Change in Company Recommendation; Fiduciary Exception

        As described above, and subject to the provisions described below, the Board has made the recommendation that the Forestar stockholders
vote "FOR" the proposal to adopt the Merger Agreement, which recommendation we refer to as the "Company recommendation." The Merger
Agreement provides that the Board will not effect a change in the Company recommendation except as described below.

        Under the Merger Agreement, generally, the Board may not: (i) withdraw, modify, or propose publicly or resolve to withhold or modify, in
any manner adverse to D.R. Horton or Merger Sub, the Company recommendation (a "change in Company recommendation"), (ii) adopt,
approve, authorize, recommend or declare advisable any acquisition proposal, (iii) take or fail to take any formal action or make or fail to make
any public statement in connection with a tender or exchange offer, other than a recommendation against such offer or a "stop, look and listen"
communication by the Board to Forestar stockholders pursuant to Rule 14d-9(f) promulgated under the Exchange Act or (iv) enter into an
agreement relating to an acquisition proposal.

        If, prior to obtaining the Company stockholder approval, Forestar receives an acquisition proposal that the Board concludes in good faith,
after consultation with its financial advisor and outside legal counsel, constitutes a superior proposal, the Board may effect a change in Company
recommendation or terminate the Merger Agreement to enter into a definitive, written agreement concerning such superior proposal, if:

�
Forestar shall have provided prior written notice to D.R. Horton, at least four business days in advance, of its intention to
effect a change in Company recommendation or to terminate the Merger Agreement to enter into a definitive, written
agreement concerning a superior proposal, which notice shall contain certain information regarding the acquisition proposal
specified in the Merger Agreement, including the material terms and conditions and the identity of the person making the
acquisition proposal;

�
The Board shall have determined in good faith, after consultation with its outside legal counsel, that failure to effect a
change in Company recommendation or terminate the Merger Agreement to enter into a superior proposal, as applicable,
would be inconsistent with its fiduciary duties to Forestar stockholders under applicable law and Forestar shall have
complied with its obligations under the applicable provisions of the Merger Agreement;

�
after providing the required notice, Forestar and its representatives shall have discussed and negotiated with D.R. Horton in
good faith (to the extent D.R. Horton has requested that Forestar discuss and negotiate with D.R. Horton and its
representatives) during the notice period such adjustments in the terms and conditions of the Merger Agreement as would
permit
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the Board not to effect a change in Company recommendation or terminate the Merger Agreement, as applicable; and

�
the Board shall have considered any proposed changes to the Merger Agreement offered in writing by D.R. Horton no later
than 5:00 p.m. (Eastern Time) on the last day of the notice period, and, taking into account any such proposed changes, shall
have determined in good faith, after consultation with its financial advisor and outside legal counsel, that the superior
proposal would continue to constitute a superior proposal if such changes were to be given effect and the failure to take such
action would continue to be inconsistent with the Board's fiduciary duties to the Forestar stockholders under applicable law,
and, in the case of any termination of the Merger Agreement in order to cause or permit Forestar to enter into an agreement
concerning a superior proposal, Forestar shall have validly terminated the Merger Agreement, including paying the required
Company termination fee.

        The Merger Agreement does not prohibit the Board from complying with Rule 14e-2(a) under the Exchange Act with respect to any
acquisition proposal or making a "stop, look and listen" disclosure of the type contemplated by Rule 14d-9(f) under the Exchange Act.

        In addition, the Board may effect a change in Company recommendation in response to certain intervening events that do not relate to D.R.
Horton or Merger Sub and were not known and not reasonably foreseeable (or the implications and effects of which were not fully known) to the
Board as of the date of the Merger Agreement (or if known, the consequences of which were not known or reasonably foreseeable) which event
becomes known to the Board prior to the closing, if the Board shall have determined that the failure to take such action would be inconsistent
with its fiduciary duties; provided, that, (i) Forestar promptly notified D.R. Horton in writing at least four business days before taking such
action, of its intention to do so, attaching a reasonably detailed description of the facts relating to such adverse recommendation change,
(ii) during such period, if requested by D.R. Horton, Forestar negotiated with D.R. Horton regarding any proposal by D.R. Horton to amend the
terms of the Merger Agreement in response to such potential adverse recommendation change; and (iii) after such period, the Board determined
that the failure to take such action would still be inconsistent with its fiduciary duties.

 Other Covenants and Agreements

Access to Information

        Subject to certain exceptions and limitations, Forestar must afford to D.R. Horton reasonable access at reasonable times on reasonable
notice to all of its properties, books, contracts, commitments, personnel and records, and Forestar must furnish promptly to D.R. Horton a copy
of every document it files pursuant to federal or state securities laws, and all other information concerning its business, properties, litigation and
personnel as D.R. Horton may reasonably request (subject to Forestar's right to restrict access if such access would violate applicable law or its
confidentiality obligations, would result in the loss of attorney-client privilege, or, with respect to environmental investigations, would
unreasonably intrude upon the operations of Forestar or its subsidiaries).

        No review by D.R. Horton or its representatives will affect or be deemed to modify any representation or warranty, covenant, or condition
set forth in the Merger Agreement.

Indemnification and Insurance

        From and after the effective time of the merger, Forestar is required to indemnify the present and former directors and officers of Forestar
and its subsidiaries (the "indemnified persons") against all expenses paid in settlement in connection with any actual or threatened claim alleged
to occur at or prior to the closing, whether asserted or claimed prior to, at or after the closing.
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        The surviving entity must purchase as of the closing a tail endorsement to the current policies of directors' and officers' liability insurance
maintained by Forestar which tail endorsement shall be effective for a period of six years after the closing with respect to claims arising from
facts or events that occurred at or prior to the closing, and the tail endorsement shall contain coverage at least as favorable to the indemnified
persons as the current coverage; provided, that in no event shall the surviving entity be required to pay annual premiums for insurance that
exceed 300% of the most recent annual premiums paid by Forestar prior to the date of the Merger Agreement. If the annual premiums of such
insurance coverage exceed that amount, the surviving entity shall be obligated to provide such coverage as may be obtained for such 300%
amount.

        From and after the effective time of the merger, Forestar will not, directly or indirectly, amend, modify, limit or terminate the
indemnification, advancement and reimbursement of expenses and exculpation provisions of the certificate of incorporation, bylaws or other
similar governing documents of Forestar or its subsidiaries as in effect at the effective time of the merger in any manner that would adversely
affect the rights thereunder of individuals who at the effective time of the merger were directors, officers, employees or agents of Forestar or any
of its subsidiaries.

Efforts to Complete the Merger; Approvals

        The Merger Agreement provides that Forestar, D.R. Horton and Merger Sub will each use their respective reasonable best efforts to:

�
take all actions necessary under applicable laws to consummate the merger as promptly as practicable, including using their
reasonable best efforts to obtain any requisite approvals by any governmental entity or other third party in connection with
the merger or the other transactions contemplated by the Merger Agreement, the Stockholder's Agreement or the Master
Supply Agreement and to fulfill the conditions to the merger; and

�
not take any action that would materially delay or prevent consummation of the merger or the other transactions
contemplated by the Merger Agreement, the Stockholder's Agreement or the Master Supply Agreement.

        Each of Forestar, on the one hand, and D.R. Horton and Merger Sub, on the other hand, are required to:

�
promptly notify the other of any substantive communications with any governmental entity with respect to the merger or the
other transactions contemplated by the Merger Agreement, the Stockholder's Agreement or the Master Supply Agreement;

�
permit the other to review in advance, and consider in good faith the views of the other in connection with, any proposed
substantive communication with any such governmental entity with respect to the merger or the other transactions
contemplated by the Merger Agreement, the Stockholder's Agreement or the Master Supply Agreement;

�
not participate in any substantive meeting or have any substantive communication with any such governmental entity with
respect to the merger or the other transactions contemplated by the Merger Agreement, the Stockholder's Agreement or the
Master Supply Agreement unless it has given the other an opportunity to consult with it in advance and, to the extent
permitted by such governmental entity, give the other the opportunity to attend and participate; and

�
furnish the other with copies of all filings and communications between it and any such governmental entity with respect to
the merger or the other transactions contemplated by the Merger Agreement, the Stockholder's Agreement or the Master
Supply Agreement; provided, however, that materials may be redacted to remove reference concerning valuation, as
necessary
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to comply with contractual arrangements and as necessary to address reasonable attorney-client or other privilege or
confidentiality concern.

        In no event will D.R. Horton or Merger Sub be obligated to agree to accept, and Forestar shall not discuss, propose or commit to without
D.R. Horton's consent, any undertaking or condition, to enter into any consent decree, to make any divestiture, to accept any operational
restriction, or take any other action that, in the reasonable judgment of D.R. Horton, could be expected to limit the right of D.R. Horton or its
subsidiaries to own or operate all or any portion of their respective businesses or assets, including those of Forestar.

Employee Matters

        From and after the closing, Forestar will honor all employment agreements and Forestar employee benefit plans in accordance with their
current terms, except as otherwise specifically provided in the Merger Agreement.

        Forestar shall provide each Forestar employee who incurs a termination of employment during the twelve month period following the
closing with severance benefits that are no less favorable than the severance benefits described in the Company disclosure letter, which are
generally consistent with Forestar's existing severance benefits. These severance benefits apply to employees at or below the senior vice
president level immediately before the closing date, and so will not apply to any of Forestar's named executive officers. Severance benefits for
Forestar's named executive officers are described in "The Merger�Interests of Forestar's Directors and Executive Officers in the Merger."

Forestar Special Meeting

        Forestar has agreed to duly give notice of, convene and hold a meeting of its stockholders for the purpose of voting upon the adoption of the
Merger Agreement as promptly as practicable following the date of the Merger Agreement.

Certain Additional Covenants

        The Merger Agreement also contains additional covenants, including covenants relating to events requiring the parties to give notice to one
another, stockholder litigation, public announcements, reporting requirements under Section 16 of the Exchange Act, the potential applicability
of state takeover laws, the listing of Forestar common stock to be issued in the merger on the NYSE, the obligations of Merger Sub, financing
information, and cooperation relating to joint ventures.

Conditions to Completion of the Merger

        The obligation of each party to complete the merger is subject to the satisfaction or waiver of the following conditions:

�
no applicable law, temporary restraining order, injunction or other judgment, order or decree of a governmental entity shall
be in effect which has the effect of prohibiting the consummation of the merger or the other transactions contemplated by the
Merger Agreement, the Stockholder's Agreement or the Master Supply Agreement or making consummation of the merger
illegal;

�
the adoption of the Merger Agreement by the affirmative vote of the holders of a majority of the outstanding shares of
Forestar common stock;

�
the effectiveness of the registration statement of which this proxy statement/prospectus is a part and such registration
statement not being the subject of any stop order or proceedings seeking a stop order; and
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�
The new shares of Forestar common stock to be issued in the merger shall have been approved for listing on the NYSE,
subject to official notice of issuance.

        The obligations of D.R. Horton and Merger Sub to consummate the merger are also subject to the satisfaction or waiver of the following
conditions:

�
the representations and warranties of Forestar:

�
regarding authorized, issued and outstanding capital stock and preferred stock and the lack of any shares of any
equity interests or voting securities being issued, reserved or outstanding, with certain exceptions, being true and
correct, subject only to de minimis exceptions, as of the date of the Merger Agreement and as of the closing as
though made as of the closing (except to the extent such representations and warranties expressly relate to an
earlier date, in which case they need be true and correct, subject only to de minimis exceptions, as of such earlier
date);

�
regarding Forestar's corporate organization, outstanding Forestar options and other equity awards, Forestar's
interests in certain entities, Forestar's corporate power and authority, the absence of any conflict with Forestar's
organizational documents, Forestar's subsidiaries, Forestar's existing debt, Forestar's actions to exempt the merger
from Section 203 of the DGCL, the lack of any fee payable to a broker or other advisor (besides that which is
payable to JMP), the receipt of the fairness opinion of JMP Securities, and Forestar's Tax Benefits Preservation
Plan and the termination of the Starwood merger agreement and the payment by Forestar of the termination fee
thereunder, being true and correct in all material respects as of the date of the Merger Agreement and as of the
closing as though made as of the closing (except to the extent such representations and warranties expressly relate
to an earlier date, in which case they need be true and correct in all material respects on and as of such earlier
date);

�
regarding the absence of a Company material adverse effect, being true and correct as of the date of the Merger
Agreement and as of the closing as though made as of the closing (without disregarding the Company material
adverse effect qualification set forth in the Merger Agreement); and

�
other than representations and warranties described in the three preceding bullets, being true and correct
(disregarding all materiality qualifications) as of the date of the Merger Agreement and as of the closing as though
made as of the closing (except to the extent such representations and warranties expressly relate to an earlier date,
in which case they need be true and correct on and as of such earlier date), except, in the case of this bullet, where
such failures to be true and correct would not, individually or in the aggregate, reasonably be expected to have a
Company material adverse effect;

�
Forestar having performed in all material respects all obligations required to be performed by it under the Merger Agreement
on or prior to the closing;

�
Forestar having delivered to D.R. Horton a certificate, signed by an executive officer of Forestar, confirming the satisfaction
of the foregoing two conditions;

�
the number of shares for which appraisal rights are properly exercised representing less than 20% of the shares of Forestar
common stock outstanding immediately prior to the closing; and

�
since the date of the Merger Agreement, a Company material adverse effect shall not have occurred and be continuing.

Edgar Filing: Forestar Group Inc. - Form 424B3

133



96

Edgar Filing: Forestar Group Inc. - Form 424B3

134



Table of Contents

        The obligation of Forestar to consummate the merger is also subject to the satisfaction or waiver of the following conditions:

�
The representations and warranties of D.R. Horton and Merger Sub:

�
regarding the organization and standing of D.R. Horton and Merger Sub, the power and authority of D.R. Horton
and Merger Sub, that D.R. Horton will have sufficient funds at closing, and no broker or other person is entitled to
any broker's or similar fee based upon arrangements made by D.R. Horton, being true and correct in all material
respects as of the date of the Merger Agreement and as of the closing as though made as of the closing (except to
the extent such representations and warranties expressly relate to an earlier date, in which case they must be true
and correct in all material respects on and as of such earlier date); and

�
other than the representations and warranties described in the bullet above, being true and correct (disregarding all
materiality qualifications) as of the date of the Merger Agreement and as of the closing as though made as of the
closing (except to the extent such representations and warranties expressly relate to an earlier date, in which case
they shall be true and correct on and as of such earlier date), except where such failures to be true and correct
would not, individually or in the aggregate, reasonably be expected to have a Parent material adverse effect;

�
D.R. Horton having performed in all material respects all obligations required to be performed by it under the Merger
Agreement on or prior to the closing; and

�
D.R. Horton having delivered to Forestar a certificate, signed by an executive officer of D.R. Horton, confirming the
satisfaction of the foregoing two conditions.

 Termination

        The Merger Agreement may be terminated and the merger may be abandoned at any time prior to the effective time of the merger:

�
by mutual written consent of Forestar and D.R. Horton;

�
by either Forestar or D.R. Horton:

�
if the effective time shall not have occurred by 5:00 p.m. (Eastern Time) on January 25, 2018 (the "outside date");
provided, however, that the right to terminate the Merger Agreement on this basis shall not be available to any
party whose failure to fulfill any covenant contained in the Merger Agreement has been a principal cause of the
failure of the effective time to have occurred by such date;

�
if any judgment shall have become final that permanently restrains, prior to the closing, the consummation of the
merger; provided that the party terminating the Merger Agreement shall have used its reasonable best efforts to
resist such judgment, and shall have complied in all material respects with the covenant requiring reasonable best
efforts in obtaining requisite approvals by applicable governmental entities or other third parties; or

�
if the Company stockholder approval shall not have been obtained at the Forestar stockholders' meeting; or

�
by Forestar:

�
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warranties and D.R. Horton's performance of all of its obligations would not be satisfied, which breach is
incapable of being cured by the outside date or is not cured within 10 business days after D.R. Horton receives
written notice of such breach from Forestar; or

�
at any time prior to obtaining the Company stockholder approval, in order to enter into a definitive, written
agreement for a superior proposal, and prior to or concurrently with such termination, Forestar pays to D.R.
Horton the Company termination fee; or

�
by D.R. Horton:

�
at any time prior to the closing, if there shall have been a material breach by Forestar of any of its representations,
warranties or covenants set forth in the Merger Agreement, such that either of the conditions relating to the truth
and correctness of Forestar's representations and warranties and Forestar's performance of all of its obligations
would not be satisfied, which breach is incapable of being cured by the outside date or is not cured by Forestar
within 10 business days after Forestar receives written notice of such breach from D.R. Horton or Merger Sub; or

�
at any time prior to obtaining the Company stockholder approval, if the Board shall effect a change in Company
recommendation or fail to publicly reaffirm the Board's recommendation within 10 business days after D.R.
Horton or Merger Sub so requests in writing.

Company Termination Fee

        If the Merger Agreement is terminated in specified circumstances, Forestar will be required to pay D.R. Horton a termination fee of
$20 million (which we refer to as the "Company termination fee").

        Forestar will be required to pay the Company termination fee if the Merger Agreement is terminated:

�
by Forestar, in order to enter into a definitive, written agreement for a superior proposal;

�
by D.R. Horton, if the Board effects a change in Company recommendation or fails to reaffirm the Board's recommendation
within 10 business days after D.R. Horton or Merger Sub so requests; or

�
(i) (A) by either D.R. Horton or Forestar, if the merger has not closed by the outside date, (B) by either D.R. Horton or
Forestar, if the Company stockholder approval has not been obtained, or (C) by D.R. Horton, if there has been a material
breach by Forestar of any of its representations, warranties or covenants, (ii) there has been publicly disclosed or proposed a
Company acquisition proposal that remains outstanding as of the date of termination of the Merger Agreement, and (iii) if
within 12 months after such termination, Forestar enters into a definitive agreement with respect to a Company acquisition
proposal (provided that references to "15%" in the definition of "Company acquisition proposal" shall be deemed to be
references to "50%").

        Payment by Forestar of the Company termination fee will not relieve Forestar from any liability or damages for fraud or for any willful and
material breach of the Merger Agreement.

Expense Reimbursement

        If the Merger Agreement is terminated:

�
by either party if the Company stockholder approval is not been obtained, or

Edgar Filing: Forestar Group Inc. - Form 424B3

137



98

Edgar Filing: Forestar Group Inc. - Form 424B3

138



Table of Contents

�
by D.R. Horton if there has been a material breach by Forestar of any of its representations, warranties or covenants such
that certain conditions are not satisfied,

then Forestar shall reimburse D.R. Horton for its actual and reasonable out-of-pocket expenses in an amount not to exceed $4,000,000. In no
event shall Forestar be required to reimburse D.R. Horton's expenses on more than one occasion and in no event shall the sum of the amount
reimbursed and Company termination fee payable by Forestar exceed the amount of the Company termination fee.

 Amendment; Waivers

        The Merger Agreement may be amended at any time before or after receipt of the Company stockholder approval and prior to the effective
time; provided, however, that after the Company stockholder approval has been obtained, there shall not be (i) any amendment that changes the
amount or the form of the consideration to be delivered to the holders of Forestar common stock, or which by applicable law requires the further
approval of the stockholders of Forestar without such further approval of such stockholders, or (ii) any amendment not permitted under
applicable law.

        At any time prior to the effective time, any party may (i) extend the time for the performance of any of the covenants, agreements,
obligations or other acts of any other party, or (ii) waive any inaccuracy of any representations or warranties or compliance with any of the
covenants or conditions of any other party or with any conditions to its own obligations.

 Expenses

        Except as otherwise provided in the Merger Agreement, all fees and expenses incurred in connection with the merger shall be paid by the
party incurring such fees or expenses, whether or not the merger is consummated.

 Jurisdiction

        Each party submits to the exclusive jurisdiction of the Delaware Court of Chancery, including any appellate courts, for any dispute arising
out of or relating to the Merger Agreement. Each party waives any objection that it may have to the laying of the venue of any such proceedings
brought in Delaware courts. With respect to any such proceeding, each of the parties waives and agrees not to claim in any such court that (i) it
is not personally subject to the jurisdiction of the Delaware courts for any reason other than the failure to serve process in accordance with
applicable law, (ii) it or its property is exempt from jurisdiction of the Delaware courts or (iii) the suit in the Delaware courts is brought in an
inconvenient forum, the venue of such suit, action or proceeding is improper or the Merger Agreement may not be enforced by the Delaware
courts.

 Specific Performance; Remedies

        Except when the Merger Agreement is properly terminated, the parties are entitled to seek an injunction to prevent breaches or threatened
breaches of the Merger Agreement and to specifically enforce the terms of the Merger Agreement. Nothing in the Merger Agreement will relieve
any party from liability or damages for fraud or for any willful or material breach of the Merger Agreement prior to the date of termination.

 Governing Law

        The Merger Agreement is governed by Delaware law.
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 THE STOCKHOLDER'S AGREEMENT

Below is a summary of the material provisions of the Stockholder's Agreement entered into on June 29, 2017 between Forestar and D.R.
Horton, a copy of which is attached to this proxy statement/prospectus as Annex B and which is incorporated by reference into this proxy
statement/prospectus. This summary does not purport to be complete and may not contain all of the information about the Stockholder's
Agreement that is important to you. We encourage you to read carefully the Stockholder's Agreement in its entirety, as the rights and obligations
of the parties thereto are governed by the express terms of the Stockholder's Agreement and not by this summary or any other information
contained in this proxy statement/prospectus. For purposes of this summary, a reference to D.R. Horton's affiliates does not include the
Company or its subsidiaries.

 Corporate Governance

Board Composition

        Initial Board Representation.    For a period of 15 months following the effective time of the merger (the "Lock-Up Period"), the Board
shall have five directors, comprised of four individuals designated by D.R. Horton (which shall include the Executive Chairman of the Company
and at least two independent directors) and one individual from the current Board designated by mutual agreement of Forestar and D.R. Horton
prior to the effective time of the merger, with D.R. Horton's agreement not to be unreasonably withheld (which we refer to as the "Legacy
Director"), or his replacement. Forestar and D.R. Horton have each agreed to use their reasonable best efforts to cause the Legacy Director to be
nominated as a Non-Stockholder Designee (as defined below) at the Company's annual meeting to be held in 2018.

        Continued Board Representation.    After the Lock-Up Period, at all times when D.R. Horton and its affiliates beneficially own 20% or
more of the voting securities of the Company, the Board shall have five directors unless otherwise agreed in writing between the Company (as
approved by a majority of the independent directors) and D.R. Horton, and D.R. Horton will have the right to designate a number of directors
(which we refer to as the "D.R. Horton Designees") equal to the percentage of the voting securities of the Company beneficially owned by D.R.
Horton and its affiliates multiplied by the total number of directors that the Company would have if there were no vacancies, rounded up to the
nearest whole number (and in any event not less than one). The Nominating and Governance Committee will have the right to designate the
remaining number of individuals (and in any event not less than one) to the Board (which we refer to as the "Non-Stockholder Designees").
Forestar and D.R. Horton have each agreed to use their reasonable best efforts to cause the D.R. Horton Designees and the Non-Stockholder
Designees to be appointed or elected to the Board. D.R. Horton shall have the right to designate the Executive Chairman of the Company.

        Independent Directors.    Forestar and D.R. Horton have also each agreed to use their reasonable best efforts to cause at least three of the
directors to be considered "independent" under the rules of the SEC and under applicable listing standards.

Director Removal and Vacancies

        Removal.    Any director may be removed from office at any time, with or without cause, by the affirmative vote of the holders of at least a
majority of the voting power of all of the outstanding shares of the Company's capital stock entitled to elect such director, voting separately as a
class, at a duly organized meeting of stockholders or by written consent; provided that no D.R. Horton Designee may be removed without the
prior written consent of D.R. Horton. Pursuant to the Stockholder's Agreement, D.R. Horton has agreed to cause its shares of Forestar common
stock not to be voted in favor of the removal of any Non-Stockholder Designee other than for cause.
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        Vacancies.    Upon the resignation, retirement, death or other removal (with or without cause) from office of any D.R. Horton Designee
serving as a director at a time when the D.R. Horton has the right under the Stockholder's Agreement to designate a replacement D.R. Horton
Designee, D.R. Horton shall be entitled promptly to designate a replacement D.R. Horton Designee. Upon the resignation, retirement, death or
other removal (with or without cause) from office of the Legacy Director or any other Non-Stockholder Designee serving as a director, the
Nominating and Governance Committee shall be entitled promptly to designate a replacement Non-Stockholder Designee. In each case, the
Company and D.R. Horton shall cause the prompt appointment or election of such replacement director.

D.R. Horton Agreement to Vote

        D.R. Horton has agreed (and has agreed to cause each of its affiliates and it and their respective representatives) to cause its shares of
Forestar common stock to be (i) present for quorum purposes at any Company stockholder meeting, (ii) voted in favor of all Non-Stockholder
Designees and (iii) not voted in favor of the removal of any Non-Stockholder Designee other than for cause.

Committees

        General.    At all times when D.R. Horton and its affiliates beneficially own 20% or more of the voting securities of the Company, no
committee of the Board shall have more than three members unless otherwise agreed in writing between the Company (as approved by a
majority of the independent directors) and D.R. Horton, and each committee of the Board shall include in its membership (i) a number of D.R.
Horton Designees equal to the percentage of the voting securities of the Company beneficially owned by D.R. Horton and its affiliates
multiplied by the total number of members that such committee would have if there were no vacancies on such committee, rounded up to the
nearest whole number (and in any event not less than one), and (ii) at least one member not designated by D.R. Horton.

        Nominating and Governance Committee.    At all times when D.R. Horton and its affiliates beneficially own 20% or more of the voting
securities of the Company, the Board shall maintain a Nominating and Governance Committee, and the Legacy Director shall be a member of
the Nominating and Governance committee for so long as the Legacy Director serves on the Board. During the Lock-Up Period, the Nominating
and Governance Committee shall have three members, including the Legacy Director (as long as the Legacy Director is then on the Board) and
at least one additional independent director.

        Investment Committee.    Forestar has also agreed to establish and maintain an Investment Committee (which will not be considered a
committee of the Board), the members of which shall be officers or employees of the Company who are (A) experienced professionals in the
land acquisition and development business or (B) the Chief Executive Officer, the Chief Financial Officer, the General Counsel or the President
of Community Development (or any person serving in an equivalent role). The Executive Chairman of the Company shall be a member of the
Investment Committee at all times. The other members of the Investment Committee will be appointed by the Nominating and Governance
Committee. The Investment Committee will be vested with sole responsibility over investment decisions of the Company involving capital
expenditures of $20,000,000 or less (which we refer to as an "Investment Committee Approval Transaction"). All decisions of the Investment
Committee will require the approval of a majority of the members of the Investment Committee. Any investment decision that does not involve
an Investment Committee Approval Transaction will be subject to approval by the Board.
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Approval Rights

        D.R. Horton Approval Rights.    For so long as D.R. Horton and its affiliates beneficially own 35% or more of the voting securities of the
Company, the Company and its subsidiaries may not take any of the following actions without the prior written consent of D.R. Horton:

�
declare or make any extraordinary or in-kind dividend with respect to any of the equity (or equity-linked) securities of the
Company or any of its subsidiaries, other than a dividend on a pro rata basis with respect to all stockholders of the Company
or a dividend to the Company or any of its wholly owned subsidiaries;

�
issue, sell or place any new class of capital stock, equity or equity-linked securities or other voting securities of the Company
or any of its subsidiaries;

�
issue any equity or equity-linked securities or other voting securities of the Company or any of its subsidiaries, in any single
transaction or series of related transactions: (i) in the case of securities issued pursuant to an option plan, equity plan,
employment agreements, compensation arrangements or otherwise to managers, officers, directors or employees of the
Company, constituting 1% or more of the then outstanding shares of Forestar common stock in any calendar year; or (ii) in
any case, constituting 10% or more of the then outstanding shares of Forestar common stock;

�
create, incur, issue, assume or otherwise become liable for (including through a merger, acquisition or otherwise) or
refinance or guarantee any indebtedness, in a single or series of related transactions, that would result in the Company and its
subsidiaries, on a consolidated basis, having or being liable for indebtedness in an aggregate principal amount that would
cause the Company's total leverage ratio (defined to be the Company's total debt divided by the sum of the Company's total
debt and total equity) to exceed 40%;

�
select, terminate or remove the Executive Chairman, the Chief Executive Officer, the Chief Financial Officer, the General
Counsel or the President of Community Development (or any person serving in an equivalent role);

�
change or adopt any compensation arrangements for the Executive Chairman, the Chief Executive Officer, the Chief
Financial Officer, the General Counsel or the President of Community Development (or any person serving in an equivalent
role);

�
make or approve any fundamental change in the Company's business of developing residential and mixed-use real estate;

�
acquire (including by way of merger, exchange offer, recapitalization, reorganization, liquidation or dissolution) any
business, debt or equity interests, operations or assets of any person, or make any investment in or loan to any person, in any
single transaction or series of related transactions, involving capital expenditures in excess of $20,000,000;

�
(A) effect or approve any voluntary liquidation, dissolution or winding-up of the business and affairs of the Company or any
of its subsidiaries; (B) make or approve any filing of any bankruptcy petition or assignment for the benefit of creditors
generally; (C) commence any voluntary proceeding that seeks reorganization or other relief under any bankruptcy or similar
law; (D) seek the appointment of a trustee, receiver, custodian or other similar official with respect to the Company or any of
its subsidiaries or any substantial part of the Company's or any of its subsidiaries' property; (E) consent to any involuntary
bankruptcy or similar proceeding; or (F) authorize, approve, adopt or give effect to any resolution or agreement or plan of
voluntary liquidation, dissolution or winding-up of the Company or any of its subsidiaries;
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�
enter into or permit any subsidiary to enter into any strategic alliance or commercial agreement with a person other than D.R.
Horton or a subsidiary of D.R. Horton that is of a nature similar to the Master Supply Agreement; or

�
effect any election of a settlement of the Company's 3.75% Convertible Senior Notes due 2020 in connection with an
election to convert the notes by a holder thereof.

        Independent Director Approval Rights.    At all times when D.R. Horton and its affiliates beneficially own 35% or more of the voting
securities of the Company, the Company and its subsidiaries may not take any of the following actions without approval of a majority of the
independent directors who are not also affiliated with D.R. Horton:

�
enter into, amend, modify, terminate or approve any transaction between the Company or any of its subsidiaries, on one
hand, and D.R. Horton or any of its affiliates, on the other hand, or enter into any waiver, consent or election thereunder,
including any amendment or modification to, termination of, or waiver, consent or election under, the Master Supply
Agreement, in each case except to the extent any of the foregoing constitutes, or is the subject of, an Investment Committee
Approval Transaction;

�
amend, modify or terminate, or enter into any waiver, consent or election under, the Stockholder's Agreement or enter into
any merger or business combination with D.R. Horton or any of its affiliates;

�
consummate or approve any merger, business combination or similar transaction as to the Company in which D.R. Horton
receives consideration for its shares of Forestar common stock that is greater in value on a per share basis than that received
by the by other holders of Forestar common stock, or represents a different form of consideration from the form of
consideration received by other holders of Forestar common stock for their shares of Forestar common stock; or

�
settle any claim between the Company and D.R. Horton except to the extent such claim constitutes, or is the subject of, an
Investment Committee Approval Transaction.

        Amendments to Organizational Documents.    For so long as D.R. Horton and its affiliates beneficially own 20% or more of the voting
securities of the Company, the Company may not amend its or its subsidiaries' organizational documents in any manner that could adversely
affect the rights of D.R. Horton under the Stockholder's Agreement. In addition, the Company may not amend its or its subsidiaries'
organizational documents in any manner that could adversely affect the rights of the other Company stockholders under the Stockholder's
Agreement.

 Restrictions on Transfers and Acquisitions

Lock-Up

        During the Lock-Up Period, D.R. Horton may not transfer shares of Forestar common stock, other than:

�
transfers to D.R. Horton subsidiaries (provided that such transfer shall be permitted only to the extent and for so long as such
transferee remains a subsidiary of D.R. Horton and, if such transferee ceases to be a subsidiary of D.R. Horton, such
transferee shall transfer such shares of Forestar common stock to D.R. Horton or its subsidiary);

�
transfers approved by a majority of the independent directors; and
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�
transfers in an offering that is not registered under the Securities Act, provided that such transfer shall be permitted during
the Lock-Up Period only if:

�
the number of shares of Forestar common stock subject to such transfer, together with the aggregate number of
shares of Forestar common stock subject to all other transfers effected pursuant to this clause during the Lock-Up
Period, does not in the aggregate exceed one-third (1/3) of the aggregate amount of shares of Forestar common
stock held by D.R. Horton and its affiliates immediately following the effective time of the merger;

�
such transferee agrees to be bound by the restrictions on transfer set forth in the Stockholder's Agreement;

�
such transferee agrees and acknowledges that, other than certain registration rights, such transferee has no rights
under the Stockholder's Agreement.

Standstill and Squeeze-Out Transactions

        During the Lock-Up Period, D.R. Horton and its affiliates generally may not (subject to customary exceptions) participate in any
transactions that would result in D.R. Horton and its affiliates beneficially owning more than 80% of the voting power of the Forestar common
stock, provided that D.R. Horton is permitted, under certain conditions, to make private proposals to the non-D.R. Horton affiliated directors on
the Board.

        In addition, at all times when D.R. Horton and its affiliates beneficially own 20% or more of the voting securities of the Company, D.R.
Horton shall not (and shall cause each of its affiliates and it and their respective representatives not to):

�
participate in, any "solicitation" of "proxies" (as such terms are used in the proxy rules of the SEC) to vote any Forestar
common stock against the Non-Stockholder Designees or for the removal of any Non-Stockholder Designee;

�
knowingly encourage or facilitate any third party to engage in any such solicitation;

�
make any public statement (or statement to any other Company stockholder) in support of any such third-party solicitation or
against any of the Non-Stockholder Designees;

�
form, join or in any way participate in a "group" (within the meaning of Section 13(d)(3) of the Exchange Act) with respect
to any Forestar common stock;

�
seek to call a special meeting of the stockholders of the Company (provided that items in the fourth and fifth bullets shall
only apply if taken in furtherance of the actions described in the first three bullets);

�
deposit any Forestar common stock into a voting trust, or subject any Forestar common stock to any voting or similar
agreement; or

�
seek representation on the Board or a change in composition or number of directors, other than as expressly provided by the
Stockholder's Agreement.

Buyouts
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        Any proposal by D.R. Horton to acquire all of the shares of Forestar common stock must be (i) subject to review, evaluation and prior
written approval of a majority of the independent directors, and (ii) submitted for approval to the Company's stockholders, with a nonwaivable
condition that a majority of the voting power of the Company's non-D.R. Horton stockholders approve the transaction.

104

Edgar Filing: Forestar Group Inc. - Form 424B3

145



Table of Contents

 Pre-emptive Rights

        During the term of the Stockholder's Agreement, D.R. Horton has a pre-emptive right (but not the obligation) to participate in any issuance
of equity or other securities of the Company by purchasing up to D.R. Horton's and its subsidiaries' pro rata portion of such equity or other
securities at the price and otherwise upon the same terms and conditions as offered to other investors. This pre-emptive right generally will not
apply to equity issuances (i) pursuant to compensation and benefits plans approved by the Board, (ii) in connection with any proportionate stock
split or stock dividend or recapitalization approved by the Board, (iii) as consideration in any direct or indirect acquisition or business
combination by the Company or any of its subsidiaries, or (iv) upon conversion of the Company's or any of its subsidiaries' notes, debentures or
other indebtedness in accordance with the terms of such notes, debentures or other indebtedness.

 Registration Rights

        The Stockholder's Agreement provides for customary registration rights with respect to Forestar common stock held by D.R. Horton (and
its affiliates and their permitted transferees). Pursuant to such registration rights, the Company has agreed to file, prior to expiration of the
Lock-Up Period, and to use its reasonable best efforts to make and keep effective, a shelf registration statement permitting the resale of Forestar
common stock by D.R. Horton. Thereafter, if the Company is then eligible to file a registration statement on Form S-3 (pursuant to the General
Instructions to Form S-3), the Company shall, as promptly as reasonably practicable following the written request of D.R. Horton for a firm
commitment underwritten offering of D.R. Horton's Forestar common stock pursuant to such shelf registration statement with anticipated
aggregate gross proceeds of at least $50 million (a "takedown request"), file a prospectus supplement to such shelf registration statement filed
under Rule 424 promulgated under the Securities Act with respect to such underwritten offering.

        In addition, after expiration of the Lock-Up Period, if at any time the shelf registration statement described above is not available, D.R.
Horton has the right to require the Company to register for resale D.R. Horton's Forestar common stock with anticipated aggregate gross
proceeds of at least $50 million. Subject to certain limitations, the Company shall, as promptly as reasonably practicable following written
request of D.R. Horton (a "demand request"), file such registration statement, and shall use its reasonable best efforts to cause such registration
statement to be declared effective as promptly as reasonably practicable after the filing thereof.

        D.R. Horton may not make more than one takedown request or demand request in any 70-day period, and the Company will not be
obligated to effect any takedown request or demand request if, as of the date of the request, at least three underwritten offerings of D.R. Horton's
Forestar common stock have been consummated within the trailing 12-month period pursuant to takedown requests and/or demand requests.
Under certain circumstances, the Company is entitled to postpone and delay, for reasonable periods of time not in excess of 60 days, but in no
event more than twice in any 365-day period, the filing or effectiveness of any prospectus supplement or registration statement pursuant to any
takedown request or demand request.

        D.R. Horton also has piggyback registration rights in connection with offerings of Forestar common stock by the Company or other
stockholders. If the Company at any time proposes or is required to register any Forestar common stock under the Securities Act on its behalf or
on behalf of any of its stockholders, then D.R. Horton may require the Company to include any of D.R. Horton's shares of Forestar common
stock in such registration statement, subject to certain limitations set forth in the Stockholder's Agreement.

        Additionally, the Company has agreed to comply with the requirements of Rule 144(c)(1) under the Exchange Act with respect to public
information about the Company.
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        The registration rights described above will apply to D.R. Horton, its affiliates and permitted lock-up period transferees. Registration rights
may be not be transferred, other than to a permitted lock-up period transferee. D.R. Horton's registration rights will terminate on the first day on
which D.R. Horton and its affiliates beneficially own less than 5% of the voting securities of the Company or the first day on which there are no
longer any "registrable securities" (as defined in the Stockholder's Agreement) outstanding, whichever is earlier.

 Corporate Opportunities

        Pursuant to the Stockholder's Agreement, D.R. Horton and its affiliates, and their respective representatives, shall not in any way be
prohibited or restricted from engaging or investing in any business opportunity of any type or description, and the Company shall not have any
right in or to such business opportunities or to the income or proceeds derived therefrom. None of D.R. Horton, its affiliates or their respective
representatives will be obligated to present any business opportunity to the Company or any other stockholder, even if the opportunity is of the
character that, if presented to the Company, could be taken by the Company, or if presented to any other stockholder, could be taken by such
stockholder, unless the opportunity is offered to an individual who is both an affiliate of D.R. Horton and an officer or director of the Company
and the offer is made in writing to the individual in his or her capacity as an officer or director of the Company.

 Effectiveness; Term and Termination

        The terms of the Stockholder's Agreement become effective as of the effective time of the merger.

        The Stockholder's Agreement shall terminate upon termination of the Merger Agreement or on the first day that D.R. Horton and its
affiliates beneficially own less than 15% of the voting securities of the Company, provided that the provisions of the Stockholder's Agreement
relating to D.R. Horton's registration rights, the waiver of business opportunities and certain customary provisions will survive the termination of
the Stockholder's Agreement after the effective time of the merger.
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 THE MASTER SUPPLY AGREEMENT

Below is a summary of the material provisions of the Master Supply Agreement entered into on June 29, 2017 between Forestar and D.R.
Horton, a copy of which is attached to this proxy statement/prospectus as Annex C and which is incorporated by reference into this proxy
statement/prospectus. This summary does not purport to be complete and may not contain all of the information about the Master Supply
Agreement that is important to you. We encourage you to read carefully the Master Supply Agreement in its entirety, as the rights and
obligations of the parties thereto are governed by the express terms of the Master Supply Agreement and not by this summary or any other
information contained in this proxy statement/prospectus.

 Sourcing

        Under the Master Supply Agreement, the Company will present to D.R. Horton all lot development opportunities (subject to certain
exceptions) that the Company desires to acquire and develop that have been approved or conditionally approved by the Investment Committee (a
"Forestar Sourced Opportunity"); and D.R. Horton shall have the right, but not the obligation, to present the Company with lot development
opportunities that D.R. Horton desires to acquire for development (if presented to the Company, a "D.R. Horton Sourced Opportunity").

        Unless the parties agree otherwise, the following opportunities are excluded from Forestar Sourced Opportunities and so are not subject to
the Master Supply Agreement: (a) any opportunities, developments or ventures owned, under contract, the subject of a letter of intent or
otherwise being pursued, by the Company, as of the effective time of the merger, or (b) any opportunities presented to the Company by a
third-party builder.

 Collaboration, Evaluation and Contract Rights

        Pursuant to the Master Supply Agreement, the Company and D.R. Horton will collaborate regarding all Forestar Sourced Opportunities and
all D.R. Horton Sourced Opportunities, after considering current and future market conditions and dynamics. If the parties agree to pursue a
Forestar Sourced Opportunity or a D.R. Horton Sourced Opportunity, such agreement will be evidenced by a mutually agreed upon written
development plan prepared at the direction of the Investment Committee (a "Development Plan"), addressing, among other things, the number,
size, layout and projected price of lots, phasing, timing, amenities and entitlements, and thereafter a Forestar Sourced Opportunity or a D.R.
Horton Sourced Opportunity will be referred to as either a "Forestar Sourced Development" or a "D.R. Horton Sourced Development," as the
case may be.

        D.R. Horton or its affiliates will have (a) a right of first offer (a "ROFO") to buy up to 50% of the lots in the first phase (and in any
subsequent phase in which D.R. Horton purchased at least 25% of the lots in the previous phase) in each Forestar Sourced Development; and
(b) the right to purchase up to 100% of the lots in each D.R. Horton Sourced Development, at the then current fair market price and terms per
lot, as mutually agreed to by the Company and D.R. Horton. All lots in a Forestar Sourced Development in which a D.R. Horton affiliate
participates as a buyer will be equitably allocated among D.R. Horton and any other builders in each phase taking into consideration the
location, size and other attributes associated with the lots. The agreement evidencing the ROFO for the lots in a Forestar Sourced Development
(the "ROFO Agreement"), and the purchase and sale agreement for the lots in a D.R. Horton Sourced Development (the "PSA"), will be
negotiated, finalized and executed as a part of the Development Plan, and in all events the Development Plan will be finalized, and the ROFO
Agreement will be negotiated, finalized and executed, prior to the expiration of the feasibility period in any contract to acquire a Forestar
Sourced Development. D.R. Horton will assign to the Company on an "as-is," "where-is basis" the contract to acquire a
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D.R. Horton Sourced Development after the finalization of the Development Plan and PSA for such D.R. Horton Sourced Development.

 Company's General Development Duties and Obligations

        The Company, at its sole cost and expense, will perform and direct, through its employees, agents and contractors, all functions relative to
diligence, entitlement, financing, planning, design and construction of all on-site and off-site improvements required for any development.

 Effectiveness; Term and Termination

        The terms of the Master Supply Agreement become effective as of the effective time of the merger, and unless earlier terminated, continue
until the earlier of (a) the date that D.R. Horton and its affiliates beneficially own less than 15% of the voting securities of the Company and
(b) June 29, 2037.

        In addition to termination for breach or by mutual agreement of the parties, the Company may terminate the Master Supply Agreement at
any time that D.R. Horton and its affiliates beneficially own less than 25% of the voting securities of the Company.

 Miscellaneous

        Except for the obligations set forth in the Master Supply Agreement, the Master Supply Agreement will not prevent or limit either party
from engaging in any business activities, as it shall determine in its sole discretion, including activities that compete with the other party, any
opportunities or any developments.

        Each party generally agrees to keep confidential any nonpublic information of the other party disclosed to it by the other party.

        The Master Supply Agreement is generally not assignable without consent, except to an affiliate or to any successor to all or substantially
all of the assets of a party.
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 INFORMATION ABOUT FORESTAR

        Forestar Group Inc., which we refer to as "Forestar," the "Company," "we," "us," or "our," is a residential and mixed-use real estate
development company. As of June 30, 2017, in our core community development business we own, directly or through ventures, interests in
48 residential and mixed-use projects comprised of 4,400 acres of real estate located in 10 states and 14 markets. In addition, we own interests in
various other assets that have been identified as non-core that we are divesting opportunistically over time. In the first six months of 2017, we
had revenues of $50.3 million and net income of $22.6 million. Forestar's principal executive offices are located at 6300 Bee Cave Road,
Building Two, Suite 500, Austin, Texas 78746, and our telephone number is (512) 433-5200.

        Forestar is a Delaware corporation and Forestar common stock, par value $1.00 per share, trades on the New York Stock Exchange, which
we refer to as the "NYSE," under the symbol "FOR."

        Additional information about Forestar is contained in our public filings, which are incorporated by reference herein. See the section entitled
"Where You Can Find More Information."

 INFORMATION ABOUT D.R. HORTON

        D.R. Horton, Inc., which we refer to as "D.R. Horton," is the largest homebuilding company in the United States as measured by number of
homes closed and revenues. Founded in 1978 in Fort Worth, Texas, D.R. Horton constructs and sells homes through its operating divisions in 79
markets in 26 states, under the names of D.R. Horton, America's Builder, Emerald Homes, Express Homes, Freedom Homes and Pacific Ridge
Homes. During the twelve months ended June 30, 2017, D.R. Horton closed 44,833 homes, which is 59% more than its next largest competitor
based on publicly reported information as of July 27, 2017. In addition, during this same twelve month period, D.R. Horton made investments in
land, lots and land development in excess of $3.5 billion. D.R. Horton also provides mortgage financing and title services for homebuyers
through its mortgage and title subsidiaries. D.R. Horton's principal executive offices are located at 1341 Horton Circle, Arlington, Texas 76011,
and its telephone number is (817) 390-8200.

        Additional information about D.R. Horton is contained in its public filings, which are not incorporated by reference herein. D.R. Horton's
public filings can be found on the "Investor Relations" page of D.R. Horton's website, www.drhorton.com, under "Financial Information."
D.R. Horton's public filings are also available to the public on the SEC's website at www.sec.gov, and the public may read and copy documents
filed by D.R. Horton at the SEC's public reference room located at 100 F Street NE, Washington, D.C. 20549. Further information on the
operation of the public reference room can be obtained by calling the SEC at 1-800-SEC-0330.

 INFORMATION ABOUT MERGER SUB

        Force Merger Sub, Inc., which we refer to as "Merger Sub," is a newly formed Delaware corporation and a wholly owned subsidiary of
D.R. Horton. Merger Sub was formed in connection with the merger.
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 FORESTAR SPECIAL MEETING

Forestar is furnishing this proxy statement/prospectus to its stockholders as part of the solicitation of proxies by the Board for use at the
special meeting or any adjournment or postponement thereof. This proxy statement/prospectus provides Forestar stockholders with the
information they need to know to be able to vote or instruct their vote to be cast at the special meeting or any adjournment or postponement
thereof.

 Date, Time and Place of the Special Meeting

        This proxy statement/prospectus is being furnished to our stockholders as part of the solicitation of proxies by the Board for use at the
special meeting to be held on October 3, 2017, at 9:00 a.m. (Central time), at 6300 Bee Cave Road, Building Two, Suite 500, Austin,
Texas 78746, or at any adjournment or postponement thereof.

        Attendance at the special meeting is limited to individuals who were stockholders as of the record date and their authorized representatives.
Registration and seating will begin at 8:30 a.m. (Central time). Each stockholder will be asked to present proof of identification, such as a
driver's license or passport, prior to admission to the special meeting. Beneficial owners of shares held in "street name" who desire to attend the
special meeting, will need to bring proof of share ownership as of the record date, such as a bank or brokerage firm account statement or a letter
from the intermediary holding your shares. Cameras, recording devices and other electronic devices will not be permitted at the special meeting.

        If you are a stockholder of record, you may vote in person at the special meeting by requesting a ballot when you arrive. You must bring
valid picture identification such as a driver's license or passport and may be requested to provide proof of stock ownership as of the record date.
If you are a beneficial owner of shares held in "street name" and wish to vote in person at the special meeting, you must obtain a "legal proxy"
from the organization that holds your shares. A "legal proxy" is a written document that will authorize you to vote your shares held in "street
name" at the special meeting. Please contact the organization that holds your shares for instructions regarding obtaining a "legal proxy."

 Purposes of the Special Meeting

        One purpose of the special meeting is for our stockholders to consider and vote upon the proposal to adopt the Merger Agreement. Our
stockholders must adopt the Merger Agreement in order for the merger to occur and for you to receive the merger consideration. If our
stockholders fail to adopt the Merger Agreement, the merger will not occur and you will not receive the merger consideration. A copy of the
Merger Agreement is attached as Annex A to this proxy statement/prospectus, and the material provisions of the Merger Agreement are
summarized in the section of this proxy statement/prospectus entitled "The Merger Agreement."

        In addition, Forestar is providing its stockholders with the opportunity to cast a non-binding advisory vote on specified compensation that
may be paid or become payable to Forestar's named executive officers in connection with the merger, the value of which is disclosed in the table
in the section of this proxy statement/prospectus entitled "The Merger�Interests of Forestar's Directors and Executive Officers in the Merger."
The non-binding advisory vote on specified compensation that may be paid or become payable to Forestar's named executive officers in
connection with the merger is separate and apart from the vote to adopt the Merger Agreement. Accordingly, a stockholder may vote to approve
the executive compensation and vote not to adopt the Merger Agreement and vice versa. Because the vote on executive compensation is
advisory in nature only, it will not be binding on Forestar or the Board. Accordingly, if the Merger Agreement is adopted by Forestar
stockholders and the merger is completed, the merger-related compensation may be paid to Forestar's named executive officers even if
stockholders fail to approve the proposal.
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        Our stockholders are also being asked to approve the adjournment of the special meeting, if necessary or appropriate, including to solicit
additional proxies if there are insufficient votes at the time of the special meeting to approve the proposal to adopt the Merger Agreement.

        This proxy statement/prospectus and the enclosed form of proxy are first being mailed to our stockholders on or about August 28, 2017.

 Record Date and Quorum

        The holders of record of Forestar common stock as of the close of business on August 21, 2017, the record date for the special meeting, are
entitled to receive notice of and to vote at the special meeting. On the record date, 41,934,751 shares of Forestar common stock were
outstanding.

        The presence at the special meeting, in person or represented by proxy, of the holders of record of a majority of Forestar's capital stock
issued and outstanding and entitled to vote at the close of business on the record date will constitute a quorum, permitting Forestar to conduct its
business at the special meeting. Once a share is represented at the special meeting, it will be counted for the purpose of determining a quorum at
the special meeting. However, if a new record date is set for an adjourned special meeting, then a new quorum will have to be established.
Proxies received but marked as abstentions will be included in the calculation of the number of shares considered to be present for the purpose of
determining a quorum at the special meeting. "Broker non-votes," described below under "�Required Vote," will not be included in the
calculation of the number of shares considered to be present for the purpose of determining a quorum at the special meeting.

 Required Vote

        Each share of Forestar common stock outstanding at the close of business on the record date is entitled to one vote on each of the proposals
to be considered at the special meeting.

        For Forestar to complete the merger, Forestar stockholders holding a majority of the shares of Forestar common stock outstanding at the
close of business on the record date and entitled to vote thereon must vote "FOR" the proposal to adopt the Merger Agreement. A failure to vote
your shares of Forestar common stock or an abstention from voting will have the same effect as a vote "AGAINST" the proposal to adopt the
Merger Agreement. If your shares are held in "street name" by your broker, bank or other nominee and you do not instruct the nominee how to
vote your shares, this will be deemed a "broker non-vote," which will have the same effect as a vote "AGAINST" the proposal to adopt the
Merger Agreement.

        The approval, on a non-binding advisory basis, of the proposal regarding specified compensation that may be paid or become payable to
Forestar's named executive officers in connection with the merger requires the affirmative vote of a majority of the votes cast at the special
meeting at which a quorum is present. Assuming a quorum is present, a failure to vote your shares of Forestar common stock, an abstention from
voting or a "broker non-vote" will have no effect on this proposal.

        The affirmative vote of a majority of the votes cast at the special meeting, whether or not a quorum is present, is required to approve the
proposal to approve the adjournment of the special meeting, if necessary or appropriate. A failure to vote your shares of Forestar common stock,
an abstention from voting or a "broker non-vote" will have no effect on this proposal.

        As of the record date, there were 41,934,751 shares of Forestar common stock outstanding.

 Voting by Forestar's Directors and Executive Officers

        At the close of business on August 21, 2017, directors and executive officers of Forestar were entitled to vote 1,271,954 shares of Forestar
common stock, or approximately 3.03% of the shares of
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Forestar common stock issued and outstanding on that date. We currently expect that Forestar's directors and executive officers will vote their
shares representing 3.03% of the outstanding shares of Forestar common stock in favor of the proposal to adopt the Merger Agreement and in
favor of the other proposals to be considered at the special meeting, although they have no obligation to do so.

 Voting; Proxies; Revocation

Attendance

        All holders of Forestar common stock as of the close of business on August 21, 2017, the record date, including stockholders of record and
beneficial owners of Forestar common stock registered in the "street name" of a broker, bank or other nominee, are invited to attend the special
meeting. If you are a stockholder of record, please be prepared to provide proper identification, such as a driver's license or passport. If you hold
your shares in "street name," you will need to provide proof of ownership, such as a recent account statement or voting instruction form
provided by your broker, bank or other nominee or other similar evidence of ownership, along with proper identification.

Voting in Person

        Stockholders of record will be able to vote in person at the special meeting. If you are not a stockholder of record, but instead hold your
shares of Forestar common stock in "street name" through a broker, bank or other nominee, you must provide a "legal proxy" from the
organization that holds your share in order to be able to vote in person at the special meeting.

Providing Voting Instructions by Proxy

        To ensure that your shares of Forestar common stock are voted at the special meeting, we recommend that you provide voting instructions
promptly by proxy, even if you plan to attend the special meeting in person.

Shares of Forestar Common Stock Held by Record Holder

        If you are a stockholder of record, you may provide voting instructions by proxy using one of the methods described below.

�
Via the internet.  You can submit a proxy over the internet at www.proxyvote.com by following the instructions on the proxy
card.

�
By Telephone.  You can submit a proxy by telephone by calling 800-690-6903 and following the instructions on the proxy
card.

�
By Mail.  You can submit a proxy by mail by signing, dating and mailing the enclosed proxy card.

        If you submit a signed proxy card or submit your proxy by telephone or the internet, but do not specify how you want to vote your shares
on a particular proposal, then the proxy holders will vote your shares in accordance with the recommendations of the Board on all matters
presented in this proxy statement/prospectus. With respect to any other matters properly presented for a vote at the special meeting, the proxy
holders will vote your shares in accordance with their best judgment. If you fail to return your proxy card and you are a holder of record on the
record date, unless you attend the special meeting and vote in person, your shares of Forestar common stock will not be considered present at the
special meeting for purposes of determining whether a quorum is present at the special meeting, which will have the same effect as a vote
against the proposal to adopt the Merger Agreement and, assuming a quorum is present, will have no effect on the proposal to approve, on a
non-binding advisory basis, specified compensation that may be paid or become payable to Forestar's named
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executive officers in connection with the merger, or the vote regarding the adjournment of the special meeting, if necessary or appropriate,
including to solicit additional proxies.

Shares of Forestar Common Stock Held in "Street Name"

        If your shares are held in the name of a bank, broker or other holder of record, you will receive instructions from the holder of record as to
how to vote your shares. You must follow the instructions of the holder of record in order for your shares to be voted. Telephone and internet
voting also will be offered to stockholders owning shares through certain banks and brokers. If your shares are not registered in your own name
and you plan to vote your shares in person at the special meeting, you should contact your broker or agent to obtain a "legal proxy" or broker's
proxy card and bring it to the special meeting in order to vote.

        In accordance with the rules of the NYSE, brokers, banks and other nominees who hold shares of Forestar common stock in "street name"
for their customers do not have discretionary authority to vote the shares with respect to the proposal to adopt the Merger Agreement, the
non-binding advisory proposal to approve specified compensation that may be paid or become payable to Forestar's named executive officers in
connection with the merger, or the adjournment of the special meeting, if necessary or appropriate, including to solicit additional proxies.
Accordingly, if brokers, banks or other nominees do not receive specific voting instructions from the beneficial owner of such shares, they may
not vote such shares with respect to these proposals. Under such circumstances, a "broker non-vote" would result. "Broker non-votes," if any,
will not be considered present at the special meeting for purposes of determining whether a quorum is present at the special meeting, will have
the same effect as a vote "AGAINST" the proposal to adopt the Merger Agreement and, assuming a quorum is present, will have no effect on
the proposal to approve, on a non-binding advisory basis, specified compensation that may be paid or become payable to Forestar's named
executive officers in connection with the merger or on the adjournment proposal. Thus, for shares of Forestar common stock held in "street
name," only shares of Forestar common stock affirmatively voted "FOR" the proposal to adopt the Merger Agreement will be counted as a vote
in favor of such proposal.

Revocation of Proxies

        Any person giving a proxy pursuant to this solicitation has the power to revoke and change it at any time before it is voted. If you are a
stockholder of record, you may revoke your proxy at any time before the vote is taken at the special meeting by:

�
submitting a new proxy with a later date, by using the telephone or internet proxy submission procedures described above, or
by completing, signing, dating and returning a new proxy card by mail to Forestar;

�
attending the special meeting and voting in person; or

�
delivering a written notice of revocation by mail to Forestar's Secretary, Matthew S. Stark, at Forestar Group Inc., 6300 Bee
Cave Road, Building Two, Suite 500, Austin, Texas 78746.

        Please note, however, that only your last-dated proxy will count. Attending the special meeting without taking one of the actions described
above will not in itself revoke your proxy. Please note that if you want to revoke your proxy by mailing a new proxy card or by sending a written
notice of revocation to Forestar, you should ensure that you send your new proxy card or written notice of revocation in sufficient time for it to
be received by Forestar before the special meeting.

        If you hold your shares in "street name" through a broker, bank or other nominee, you will need to follow the instructions provided to you
by your broker, bank or other nominee in order to revoke your proxy or submit new voting instructions.
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 Abstentions

        An abstention occurs when a stockholder attends a meeting, either in person or by proxy, but abstains from voting. Abstentions will be
included in the calculation of the number of shares of Forestar common stock present or represented at the special meeting for purposes of
determining whether a quorum has been achieved. Abstaining from voting will have the same effect as a vote "AGAINST" the proposal to adopt
the Merger Agreement and will have no effect on the non-binding advisory proposal to approve specified compensation that may be paid or
become payable to Forestar's named executive officers in connection with the merger or the adjournment proposal.

 Adjournments and Postponements

        Although it is not currently expected, the special meeting may be adjourned or postponed if necessary or appropriate, including for the
purpose of soliciting additional proxies. In the event that a sufficient number of shares of Forestar common stock is present or represented, in
person or by proxy, and voted in favor of the proposal to adopt the Merger Agreement at the special meeting such that the Company stockholder
approval shall have been obtained, Forestar does not anticipate that it will adjourn or postpone the special meeting.

        The special meeting may be adjourned by the affirmative vote of the holders of a majority of the votes cast in respect of shares of Forestar
common stock present in person or represented by proxy at the special meeting and entitled to vote at the special meeting or as otherwise
permitted by law. Any adjournment or postponement of the special meeting will allow Forestar stockholders who have already sent in their
proxies to revoke them at any time before their use at the special meeting that was adjourned or postponed.

 Solicitation of Proxies

        The Board is soliciting your proxy, and Forestar will bear the cost of this solicitation of proxies. This includes the entire cost of preparing,
assembling, printing, mailing and distributing these proxy materials. In addition to the mailing of these proxy materials, the solicitation of
proxies or votes may be made in person, by telephone or by electronic and facsimile transmission by our directors, officers and employees, who
will not receive any additional compensation for such solicitation activities. Forestar has engaged D. F. King & Co., Inc., which we refer to as
"D. F. King," to assist in the solicitation of proxies for the special meeting. Forestar estimates that it will pay D. F. King a fee of approximately
$20,000, plus reimbursement of certain expenses. In addition, Forestar may reimburse its transfer agent, brokerage firms and other persons
representing beneficial owners of shares of Forestar common stock for their expenses in forwarding solicitation material to such beneficial
owners.

 Anticipated Date of Completion of the Merger

        Assuming timely satisfaction of necessary closing conditions, including the approval by our stockholders of the proposal to adopt the
Merger Agreement, we anticipate that the merger will be consummated in the fourth quarter of 2017.

 Householding of Special Meeting Materials

        We may send a single copy of this proxy statement/prospectus to any household at which two or more stockholders reside in accordance
with SEC rules, unless we have received contrary instructions. Each stockholder in the household will continue to receive a separate proxy card.
This process, known as "householding," reduces the volume of duplicate information received at your household and helps to reduce our
expenses.
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        If, at any time, you no longer wish to participate in "householding" and would prefer to receive a separate proxy statement/prospectus,
please notify your broker or direct your written request to Forestar's Secretary, Matthew S. Stark, at Forestar Group Inc., 6300 Bee Cave Road,
Building Two, Suite 500, Austin, Texas 78746, or by telephone at (512) 433-5200. We will promptly deliver upon written or oral request a
separate copy of the proxy statement/prospectus to a stockholder at a shared address to which a single copy of the proxy statement/prospectus
was delivered. Stockholders who currently receive multiple copies of the proxy statement/prospectus at their addresses and would like to request
"householding" of their communications should contact their broker.

 Other Information

        You should not return your stock certificates, if any, or send documents representing Forestar common stock with the proxy card. If the
merger is completed and you have not submitted an election form, the paying agent for the merger will send to you a letter of transmittal and
related materials and instructions for exchanging your shares of Forestar common stock for the merger consideration.
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 FORESTAR PROPOSALS

 Proposal 1. Adoption of the Merger Agreement

(Item 1 on Proxy Card)

        We are asking you to adopt the Merger Agreement. For a summary of, and detailed information regarding, this proposal, see the
information about the Merger Agreement throughout this proxy statement/prospectus, including the information set forth under "The Merger
Agreement." A copy of the Merger Agreement is attached as Annex A to this proxy statement/prospectus.

        Approval of this proposal requires the affirmative vote of the Company stockholders holding a majority of the shares of Forestar common
stock outstanding at the close of business on the record date and entitled to vote thereon. A failure to vote your shares of Forestar common stock
or an abstention from voting will have the same effect as a vote against the proposal to adopt the Merger Agreement.

        The Board unanimously recommends that stockholders vote "FOR" the proposal to adopt the Merger Agreement.

 Proposal 2. The Non-Binding Advisory Merger-Related Compensation Proposal

(Item 2 on Proxy Card)

        Section 14A of the Exchange Act, which was enacted as part of the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010,
requires that we provide our stockholders with the opportunity to vote to approve, on a non-binding advisory basis, specified compensation that
may be paid or become payable to Forestar's named executive officers in connection with the merger, as disclosed in the section entitled "The
Merger�Interests of Forestar's Directors and Executive Officers in the Merger�Merger-Related Compensation for Forestar's Named Executive
Officers." This non-binding advisory proposal gives Forestar stockholders the opportunity to express their views on the merger-related
compensation of Forestar's named executive officers.

        The Board encourages you to review carefully the named executive officer merger-related compensation information disclosed in this
proxy statement/prospectus. The Board unanimously recommends that you vote "FOR" the following resolution:

"RESOLVED, that the stockholders of Forestar approve, on a non-binding advisory basis, specified compensation that may
be paid or become payable to Forestar's named executive officers in connection with the merger as disclosed pursuant to
Item 402(t) of Regulation S-K in the section entitled "The Merger�Interests of Forestar's Directors and Executive Officers
in the Merger�Merger-Related Compensation for Forestar's Named Executive Officers" in Forestar's proxy statement for the
special meeting."

        Forestar stockholders should note that this proposal is not a condition to completion of the merger and, as an advisory vote, the result will
not be binding on Forestar or the Board. Further, the underlying plans and arrangements are contractual in nature and payments under them are,
by their terms, not subject to stockholder approval. Accordingly, regardless of the outcome of the advisory vote, if the merger is consummated
our named executive officers will be entitled to receive the compensation that is based on or that otherwise relates to the merger subject to and in
accordance with the terms and conditions applicable to those payments.

        The Board unanimously recommends that you vote "FOR" the proposal to approve, by a non-binding advisory vote, specified
compensation that may be paid or become payable to Forestar's named executive officers in connection with the merger.
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 Proposal 3. Adjournment of the Special Meeting

(Item 3 on Proxy Card)

        Forestar stockholders may be asked to adjourn the special meeting to a later date or time if necessary or appropriate, including to solicit
additional proxies in favor of the proposal to adopt the Merger Agreement if there are insufficient votes at the time of the special meeting to
approve the proposal to adopt the Merger Agreement.

        Forestar does not intend to call a vote on this proposal if Proposal No. 1 is approved by holders of the requisite number of shares of Forestar
common stock at the special meeting.

        The Board unanimously recommends that stockholders vote "FOR" the proposal to adjourn the special meeting to a later date or time if
necessary or appropriate, including to solicit additional proxies in favor of the proposal to adopt the Merger Agreement if there are insufficient
votes at the time of the special meeting to approve the proposal to adopt the Merger Agreement.
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 DESCRIPTION OF COMPANY CAPITAL STOCK AFTER THE MERGER

The following description is a summary of the material terms of the Company's capital stock that will be in effect if the merger is
completed. This summary is not meant to be a complete description of the Company's capital stock, and you are urged to read the full text of the
forms of the Company's Second Amended and Restated Certificate of Incorporation and Second Amended and Restated Bylaws, which are
attached as Exhibits A and B, respectively, to Annex A to this proxy statement/prospectus, and the Stockholder's Agreement, which is attached as
Annex B to this proxy statement/prospectus, each of which will be in effect if the merger is completed. All references in this section to "Forestar
common stock" refer to the common stock of the Company after completion of the merger, and all references in this section to "preferred stock"
refer to the preferred stock of the Company, if any, after completion of the merger.

 Authorized Capital Stock

        The Company's authorized capital stock after completion of the merger will consist of 200 million shares of common stock, par value $1.00
per share, and 25 million shares of preferred stock, par value $0.01 per share.

 Common Stock

        Shares Outstanding.    Upon completion of the merger, there will be approximately 42 million shares of Forestar common stock issued and
outstanding. All outstanding shares of Forestar common stock will be fully paid and non-assessable. This means the full purchase price for the
outstanding shares of Forestar common stock will have been paid and the holders of such shares will not be assessed any additional amounts for
such shares. Any additional shares of common stock that the Company may issue in the future will also be fully paid and non-assessable.

        Dividends.    Subject to prior dividend rights of the holders of any preferred stock and any other class or series of stock having a preference
as to dividends over Forestar common stock, holders of shares of Forestar common stock will be entitled to receive dividends when, as and if
declared by the Board, subject to the rights of D.R. Horton under the Stockholder's Agreement, as described in the section entitled "The
Stockholder's Agreement�Corporate Governance�Approval Rights�D.R. Horton Approval Rights," out of funds legally available for that
purpose.

        Voting Rights.    Subject to the rights of D.R. Horton under the Stockholder's Agreement, as described in the section entitled "The
Stockholder's Agreement�Corporate Governance," each outstanding share of Forestar common stock will be entitled to one vote per share on
each matter to be voted on by the holders of Forestar common stock. The holders of Forestar common stock will not be entitled to cumulative
voting of their shares in elections of directors.

        Other Rights.    In the event of any liquidation, dissolution or winding up of the Company, after the satisfaction in full of the liquidation
preferences of holders of any preferred stock, holders of shares of Forestar common stock will be entitled to ratable distribution of the remaining
assets available for distribution to stockholders. The shares of Forestar common stock will not be subject to redemption by operation of a sinking
fund or otherwise. Other than the pre-emptive rights of D.R. Horton under the Stockholder's Agreement, as described in the section entitled "The
Stockholder's Agreement�Pre-emptive Rights," holders of shares of Forestar common stock will not be entitled to pre-emptive rights.

 Preferred Stock

        The Company's Second Amended and Restated Certificate of Incorporation will authorize the Board, subject to the rights of D.R. Horton
under the Stockholder's Agreement, as described in the section entitled "The Stockholder's Agreement�Corporate Governance�Approval
Rights�D.R. Horton
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Approval Rights," without the approval of its stockholders, to issue shares of its preferred stock and to fix by resolution the designations,
preferences, and relative, participating, optional or other special rights, and such qualifications, limitations, or restrictions on such shares,
including, without limitation, redemption rights, dividend rights, liquidation preferences, and conversion or exchange rights of any class or series
of preferred stock, and to fix the number of classes or series of preferred stock, the number of shares constituting any such class or series and the
voting powers for each class or series. The issuance of preferred stock may have the effect of diluting the earnings per share and book value per
share of outstanding shares of Forestar common stock. In addition, the Board may issue preferred stock with voting rights or conversion rights
that, if exercised, could adversely affect the voting power of the holders of Forestar common stock. There are no current agreements or
understandings with respect to the issuance of preferred stock and no present intention to issue any shares of preferred stock.

 Delaware Anti-takeover Law

        Section 203 of the DGCL, subject to certain exceptions, prohibits a Delaware corporation from engaging in any "business combination"
with any "interested stockholder" (i.e., generally a stockholder owning 15% or more of the corporation's voting stock) for a period of three years
following the time such stockholder becomes an "interested stockholder." After completion of the merger, the Company will not be governed by
Section 203 of the DGCL until such time as D.R. Horton gives public notice that it owns less than 15% of the voting securities of the Company,
at which time the Company will once again become governed by Section 203 of the DGCL.

 Transfer Agent and Registrar

        The transfer agent and registrar for Forestar common stock will be Computershare Trust Company, N.A.

 NYSE Listing

        Shares of Forestar common stock will continue to be listed on the New York Stock Exchange and trade under the symbol "FOR."
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 COMPARISON OF RIGHTS OF STOCKHOLDERS BEFORE AND AFTER THE MERGER

The following description is a comparison of the material terms of the Company's existing capital stock and its capital stock that will be in
effect if the merger is completed. This summary is not meant to be a complete description of the Company's capital stock either before or after
completion of the merger, and you are urged to read the full text of the Company's Amended and Restated Certificate of Incorporation, as
amended (the "existing charter"), which is attached Exhibit 3.1 to its Current Report on Form 8-K filed on December 11, 2007 (as amended by
Exhibit 3.1 to its Form 8-K filed on November 24, 2008; Exhibit 3.1 to its Form 8-K filed on March 13, 2015; Exhibit 3.1 to its Form 10-Q filed
on November 6, 2015; and Exhibit 3.1 to Form 8-K filed on January 5, 2017), the Company's Amended and Restated Bylaws, as amended (the
"existing bylaws"), which are attached as Exhibit 3.2 to its Current Report on Form 8-K filed on December 11, 2007 (as amended by Exhibit 3.1
to its Form 8-K filed on February 19, 2008; Exhibit 3.2 to its Form 8-K filed on November 24, 2008; Exhibit 3.5 to its Form 10-K filed on
March 5, 2009; Exhibit 3.1 to its Form 8-K filed on November 26, 2012; Exhibit 3.1 to its Form 8-K filed on September 28, 2015; and
Exhibit 3.1 to its Form 8-K filed on April 13, 2017), the Company's Second Amended and Restated Certificate of Incorporation (the "new
charter") and Second Amended and Restated Bylaws (the "new bylaws"), which are attached as Exhibits A and B, respectively, to Annex A to
this proxy statement/prospectus, the Stockholder's Agreement, which is attached as Annex B to this proxy statement/prospectus, and the Tax
Benefits Preservation Plan, as amended, which is attached as Exhibit 4.1 to the Company's Current Report on Form 8-K filed on January 5,
2017 (as amended by Exhibit 4.1 to its Form 8-K filed on April 13, 2017 and Exhibit 4.1 to its Form 8-K filed on June 29, 2017). While we
believe that the following chart covers the material terms with respect to the rights of holders of the Company's existing capital stock and its
capital stock that will be in effect if the merger is completed, this summary may not contain all of the information that is important to you. You
should carefully read this entire document and the other documents to which we refer for a more complete understanding of the comparison of
rights of a Company stockholder before and after completion of the merger. For more information on how to obtain the documents that are not
attached to this proxy statement/prospectus, see "Where You Can Find More Information."

        After completion of the merger, the Company will continue to be incorporated under the laws of the State of Delaware and, accordingly,
will continue to be governed by the DGCL. Upon completion of the merger, the Company will adopt the new charter and the new bylaws,
which, as amended from time to time, will govern the rights of the Company's stockholders after the merger.

        In addition to the provisions described in the following table, the new charter, the new bylaws and the Stockholder's Agreement will contain
various provisions relating to, among other things, certain rights of the Company and D.R. Horton concerning the corporate governance of the
Company following completion of the merger, restrictions on transfers and acquisitions of new shares of Forestar common stock held by D.R.
Horton and its affiliates, preemptive rights and registration rights for new shares of Forestar common stock, and allocation of corporate
opportunities between the Company and D.R. Horton. For more information, see the sections entitled "The Stockholder's Agreement" and
"Control and Management of the Company After the Merger."

Rights Before Completion of the Merger Rights After Completion of the Merger
Outstanding
Capital Stock

The Company has outstanding only one
class of common stock. Holders of existing
Forestar common stock are entitled to all of
the respective rights and obligations
provided to common stockholders under
Delaware law and the existing charter and
the existing bylaws.

The Company will initially have outstanding only one class of
common stock. Holders of Forestar common stock after completion
of the merger will be entitled to all of the respective rights and
obligations provided to common stockholders under Delaware law
and the new charter and the new bylaws, subject to the
Stockholder's Agreement.
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Rights Before Completion of the Merger Rights After Completion of the Merger
Authorized Capital
Stock

The Company's authorized capital stock currently consists, and after completion of the merger will continue to
consist, of 200 million shares of common stock, par value $1.00 per share, and 25 million shares of preferred stock,
par value $0.01 per share.
As of August 21, 2017, 41,934,751 shares of
Forestar common stock were outstanding.

There will be approximately 42 million shares of Forestar common
stock outstanding.

200,000 shares of preferred stock have been
designated Series B Junior Participating
Preferred Stock (which we refer to as the
"Series B Preferred Stock") and reserved for
issuance in accordance with the Tax
Benefits Preservation Plan, pursuant to
which the Company has issued rights to
purchase Series B Preferred Stock. As of
August 21, 2017, no shares of preferred
stock were outstanding.

There will be no shares of preferred stock outstanding. The Tax
Benefits Preservation Plan will terminate immediately prior to the
effective time of the merger and the Series B Preferred Stock will
be eliminated, as more fully described below under "Tax Benefits
Preservation Plan."

As of August 21, 2017, the Company had
outstanding $120 million aggregate principal
amount of its 3.75% Convertible Senior
Notes due 2020 (which we refer to as the
"Convertible Notes"), which were
convertible into cash, shares of Forestar
common stock or a combination of cash and
shares of Forestar common stock, at the
Company's election, as set forth in the
indenture governing the Convertible Notes.

The Convertible Notes will remain outstanding, and will continue
to be convertible into cash, shares of Forestar common stock or a
combination of cash and shares of Forestar common stock, at the
Company's election, as set forth in the indenture governing the
Convertible Notes.

Special Meetings of
Stockholders

Under the DGCL, a special meeting of stockholders may be called by the board of directors or by any other person
authorized to do so in the certificate of incorporation or bylaws.
The existing bylaws currently provide, and the new bylaws will continue to provide, that special meetings of
stockholders may only be called by the chairman of the Board or pursuant to a written request by a majority of the
entire Board. Only such business as is specified in the notice of any special meeting of the stockholders shall come
before such meeting.

Under the terms of the Stockholder's Agreement, D.R. Horton is
prohibited from seeking to call a special meeting of the
stockholders if in furtherance of certain prohibited transactions. For
more information, see "The Stockholder's Agreement�Restrictions
on Transfers and Acquisitions�Standstill and Squeeze-Out
Transactions."

Stockholder
Nominations of
Candidates for
Election to the
Board of Directors

The existing bylaws currently contain, and the new bylaws will continue to contain, advance notice procedures for
stockholders to make nominations of candidates for election as directors or to bring other business before a meeting
of the stockholders. The business to be conducted at an annual meeting is limited to business properly brought
before the annual meeting by or at the direction of the Board or a duly authorized committee thereof or by a
stockholder of record who has given timely written notice to the Company's secretary of that stockholder's
intention to bring such business before the meeting.
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Rights Before Completion of the Merger Rights After Completion of the Merger
The existing bylaws currently govern, and the new charter, the new bylaws and the Stockholder's Agreement will
govern, stockholder nominations of candidates for election as directors except with respect to the rights of holders
of preferred stock. Under both the existing bylaws and the new bylaws, nominations of persons for election to the
Board may be made at an annual meeting by a stockholder of record on the date of giving notice to the Company's
secretary and as of the record date for the determination of stockholders entitled to vote at the meeting, if the
stockholder submits a timely notice of nomination. A notice of a stockholder nomination will be timely only if it is
delivered to the Company's principal executive offices not less than 75 days nor more than 100 days prior to the
anniversary date of the immediately preceding annual meeting of stockholders. However, if the annual meeting is
called for a date more than 50 days prior to the anniversary date, notice must be received not later than the close of
business on the 10th day following the day on which such notice of the meeting date was mailed or public
disclosure of the meeting date was made, whichever occurs first.
Under both the existing bylaws and the new bylaws, the notice of a stockholder nomination must contain specified
information, including, without limitation:
�

the name, age, business and, if known, residence addresses of each nominee;
�

the principal occupation or employment of each nominee;
�

the number of shares of Forestar common stock beneficially owned by each such nominee and the nominating
stockholder;
�

any derivative instrument directly or indirectly owned beneficially by such stockholder, or any short interest in any
security of the Company;
�

the consent of each nominee to serve as a director if so elected; and
�

any other information concerning the nominee that would be required to be included in a proxy statement or other
filings pursuant to the proxy rules of the SEC.
If the chairman of the meeting determines that the stockholder nomination was not properly brought before the
meeting in accordance with the provisions of the existing bylaws or the new bylaws, as applicable, that person will
not be eligible for election as a director.
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Rights Before Completion of the Merger Rights After Completion of the Merger
Notwithstanding the foregoing, under the terms of the new charter
and the Stockholder's Agreement, D.R. Horton will have the right
to designate a specified number of directors to the Board (i.e., the
D.R. Horton Designees), as more fully described below under
"�Election and Removal of Directors." With respect to each meeting
of the stockholders of the Company at which directors are to be
elected, the Company is required to provide D.R. Horton with
notice of such meeting not less than 120 days prior to the date
thereof, and the D.R. Horton is required to provide the Company
with written notice of the names (together with all other
information requested by the Company pursuant to Stockholder's
Agreement) of the D.R. Horton Designees to be nominated for
election at such meeting not more than 60 days following the
delivery of such notice. The Company shall cause D.R. Horton
Designees to be included in the slate of directors approved and
recommended by the Board for election at such meeting and shall
use its reasonable best efforts to cause the election of each such
D.R. Horton Designees, including soliciting proxies in favor of the
election of such D.R. Horton Designees at such meeting. In
addition, D.R. Horton has agreed to use its reasonable best efforts
to cause the Legacy Director to be nominated at the Company's
2018 annual meeting of stockholders.

Other Stockholder
Proposals

The existing bylaws currently govern, and the new bylaws will govern, the notification process of all other
stockholder proposals to be brought before an annual meeting. Under both the existing bylaws and the new bylaws,
notice of a stockholder proposal will be timely only if it is delivered to the Company's principal executive offices
not less than 75 days nor more than 100 days prior to the anniversary of the date of the immediately preceding
annual meeting of stockholders. However, in the event that the annual meeting is called for a date more than
50 days prior to the anniversary date, notice must be received not later than the close of business on the 10th day
following the day on which such notice of the meeting date was mailed or public disclosure of the meeting date
was made, whichever occurs first. The notice of a stockholder proposal must contain specified information as
described in the existing bylaws or the new bylaws, as applicable.
If the chairman of the meeting determines that the proposal was not properly brought before the meeting in
accordance with the provisions of the existing bylaws or the new bylaws, as applicable, that business will not be
conducted at the meeting.

Stockholder Action
by Written Consent

The DGCL allows action by written consent to be made by the holders of the minimum number of votes that would
be needed to approve such a matter at an annual or special meeting of stockholders if all shares entitled to vote
thereat were present and voted, unless this right to act by written consent is denied in the certificate of
incorporation.
The existing charter provides that the
Company's stockholders may not act by
written consent and that stockholder action
must take place at the annual or a special
meeting of the Company's stockholders.

The new charter will provide that any action required or permitted
to be taken at any annual or special meeting of stockholders may be
taken without a meeting, without prior notice and without a vote, if
a consent or consents in writing setting forth the action so taken
shall be signed by the holders of outstanding stock having not less
than the minimum number of votes that would be necessary to
authorize or take such action at a meeting at which all shares
entitled to vote thereon were present and voted.
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Rights Before Completion of the Merger Rights After Completion of the Merger
Number of
Directors

The DGCL provides that the board of directors of a corporation must consist of one or more directors as fixed by
the corporation's certificate of incorporation or bylaws.
The existing charter and existing bylaws
provide that the Board will fix the exact
number of directors to comprise the Board.
Newly created directorships resulting from
any increase in the authorized number of
directors will be filled by a majority of the
Board then in office and any vacancies in
the Board resulting from death, resignation,
retirement, disqualification, removal from
office or other cause will be filled generally
by the majority vote of the remaining
directors in office, even if less than a
quorum is present, except that any vacancy
caused by the removal of a director for cause
by a majority vote of the Company's
stockholders may be filled by a majority
vote of the stockholders. There are currently
six directors serving on the Board.

The new charter and the Stockholder's Agreement provide that from
and after the effective time of the merger, during the Lock-Up
Period (i.e., the period of 15 months following the effective time of
the merger) and at all times when D.R. Horton and its affiliates
beneficially own 20% or more of the voting securities of the
Company, the Board shall have five directors unless otherwise
agreed in writing between the Company (as approved by a majority
of the independent directors) and D.R. Horton. Otherwise, the
number of directors constituting the entire Board shall be as
specified from time to time by vote of a majority of the entire
Board, but not less than three. Immediately following the effective
time of the merger, the Board will consist of five directors, as more
fully described below under "�Election and Removal of Directors."

In addition, immediately following the effective time of the merger
and during the Lock-Up Period, the Company will have at least
three directors considered "independent" under the rules of the
SEC, the NYSE and any other or additional exchange on which the
securities of the Company are listed. At all times thereafter, the
Company and D.R. Horton shall use their reasonable best efforts to
cause at least three of the directors to be considered independent
directors.

Election and
Removal of
Directors

The DGCL provides that, unless the certificate of incorporation or bylaws provide otherwise, directors will be
elected by a plurality of the votes of the shares present in person or represented by proxy at a meeting and entitled
to vote thereon.
The Board was previously divided into three
classes, each elected for a three-year term,
with one class being elected each year by the
Company's stockholders. Pursuant to the
existing charter and the existing bylaws, the
Company's classified board structure is
being phased out over a three-year period
which began in 2016. All directors will be
elected on an annual basis beginning with
the 2018 annual meeting of stockholders.
Director nominees in uncontested elections
must receive a majority of the votes cast to
be elected. Director nominees in contested
elections must receive a plurality of the
votes cast to be elected.

The new charter and the new bylaws will provide that all of the
directors of the Company shall be of one class and shall be elected
annually. Subject to the two immediately following paragraphs,
director nominees in uncontested elections must receive a majority
of the votes cast to be elected, and director nominees in contested
elections must receive a plurality of the votes cast to be elected.

Notwithstanding the foregoing, under the terms of the Stockholder's
Agreement, during the Lock-Up Period, the Board shall have five
directors, comprised of four individuals designated by D.R. Horton
(which shall include the executive chairman and at least two
independent directors) and one Legacy Director from the current
Board designated by mutual agreement of the Company and D.R.
Horton (or his replacement). D.R. Horton has agreed to use its
reasonable best efforts to cause the Legacy Director to be
nominated at the Company's 2018 annual meeting of stockholders.
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Rights Before Completion of the Merger Rights After Completion of the Merger
In addition, under the terms of the new charter and the
Stockholder's Agreement, from and after the effective time of the
merger, at all times when D.R. Horton and its affiliates beneficially
own 20% or more of the voting securities of the Company,
D.R. Horton will have the right to designate a number of directors
equal to the percentage of the voting securities of the Company
beneficially owned by D.R. Horton and its affiliates multiplied by
the total number of directors that the Company would have if there
were no vacancies, rounded up to the nearest whole number (and in
any event not less than one). The Nominating and Governance
Committee will have the right to designate the remaining number of
individuals (and in any event not less than one) (i.e., the
Non-Stockholder Designees). The Company and D.R. Horton have
each agreed to use their reasonable best efforts to cause such D.R.
Horton Designees and Non-Stockholder Designees to be appointed
or elected to the Board. In addition, D.R. Horton has agreed to
cause its shares of Forestar common stock to be voted in favor of all
Non-Stockholder Designees. For more information, see the section
entitled "The Stockholder's Agreement�Corporate
Governance�Board Composition."

Pursuant to the existing charter, a director
may only be removed from office for cause
by the affirmative vote of holders of a
majority of shares of Forestar common stock
entitled to vote in the election of directors.

Pursuant to the new charter, any director may be removed from
office at any time, with or without cause, by the affirmative vote of
the holders of at least a majority of the voting power of all of the
outstanding shares of the Company's capital stock entitled to elect
such director, voting separately as a class, at a duly organized
meeting of stockholders or by written consent; provided that no
D.R. Horton Designee may be removed without the prior written
consent of D.R. Horton. Pursuant to the Stockholder's Agreement,
D.R. Horton has agreed to cause its shares of Forestar common
stock not to be voted in favor of the removal of any
Non-Stockholder Designee other than for cause.

Consent Rights The existing charter does not provide any
individual stockholder with consent rights
with respect to actions proposed to be taken
by the Company.

The new charter prohibits the Company from taking certain actions
without the prior written consent of D.R. Horton for so long as D.R.
Horton and its affiliates beneficially own 35% or more of the voting
securities of the Company. For a more detailed description of such
actions, see the section entitled "The Stockholder's
Agreement�Corporate Governance�Approval Rights�D.R. Horton
Approval Rights."

Limitation on
Liability of
Directors

The existing charter and the existing bylaws currently provide, and the new charter and the new bylaws will
continue to provide, that no director will be personally liable to the Company or its stockholders for monetary
damages for any breach of fiduciary duty by such director as a director. Notwithstanding the foregoing, a director
shall be liable to the extent provided by applicable law (i) for breach of the director's duty of loyalty to the
Company or its stockholders, (ii) for acts or omissions not in good faith or which involve intentional misconduct or
a knowing violation of law, (iii) pursuant to Section 174 of the DGCL or (iv) for any transaction from which the
director derived an improper personal benefit.
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Rights Before Completion of the Merger Rights After Completion of the Merger
Indemnification of
and Advancement
of Expenses to
Directors and
Officers

Under the DGCL, a corporation must indemnify its present or former directors and officers against expenses
(including attorneys' fees) actually and reasonably incurred to the extent that the officer or director has been
successful on the merits or otherwise in defense of any action, suit or proceeding brought against him or her by
reason of the fact that he or she is or was a director or officer of the corporation.

The DGCL generally permits a Delaware corporation to indemnify directors and officers against expenses
(including attorneys' fees), judgments, fines and amounts paid in settlement of any action or suit for actions taken
in good faith and in a manner they reasonably believed to be in, or not opposed to, the best interests of the
corporation and, with respect to any criminal action, which they had no reasonable cause to believe was unlawful;
provided, that in an action by or in the right of the corporation such indemnification is limited to expenses
(including attorneys' fees).
The existing bylaws currently provide, and the new bylaws will provide, that the Company shall indemnify, and
may advance expenses to, any person made a party to any action or proceeding by reason of the fact that he is or
was a director, officer or employee of the Company, or is or was serving at the request of the Company as a
director, officer, employee or agent of another corporation, savings and loan association, partnership, joint venture,
trust, employee benefit plan or other enterprise, provided he acted in good faith and in a manner he reasonably
believed to be in or not opposed to the best interests of the Company, and, with respect to any criminal action or
proceeding, had no reasonable cause to believe his conduct unlawful.
The Company may purchase and maintain insurance to protect any person who is or was a director, officer,
employee or agent of the Company, or is or was serving at the request of the Company as a director, officer,
employee or agent of another corporation, savings and loan association, partnership, joint venture, trust, employee
benefit plan or other enterprise, whether or not the Company would have the power or the obligation to indemnify
him against such liability under the existing bylaws or the new bylaws, as applicable.

Amendments to
Certificate of
Incorporation

Under the DGCL, an amendment to a corporation's certificate of incorporation requires (i) the approval of the
board of directors, (ii) the approval of a majority of the outstanding stock entitled to vote upon the proposed
amendment and (iii) the approval of the holders of a majority of the outstanding stock of each class entitled to vote
thereon as a class.
The existing charter provides that the
provisions relating to:

�

the size, classification, election, removal,
nomination and filling of vacancies with
respect to the Board;

�

stockholder action by written consent and
ability to call special meetings; and

�

any provision relating to the amendment of
any of these provisions;

may only be amended by the affirmative
vote of at least 80% of the voting power of
the outstanding capital stock entitled to vote
generally in the election of the Board.

Under the new charter and the Stockholder's Agreement, for so long
as D.R. Horton and its affiliates beneficially own 20% or more of
the voting securities of the Company, the Company shall not amend
or seek to amend the new charter in any manner that could limit,
restrict or adversely affect the rights of any stockholder under the
Stockholder's Agreement.

Otherwise, as provided by the DGCL, the new charter may only be
amended by the vote of a majority of the voting power of the
outstanding capital stock entitled to vote generally in the election of
the Board.
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Rights Before Completion of the Merger Rights After Completion of the Merger
As provided by the DGCL, any other
provision of the existing charter may only be
amended by the vote of a majority of the
voting power of the outstanding capital
stock entitled to vote generally in the
election of the Board.

Amendments to
Bylaws

The existing charter and the existing bylaws
provide that the existing bylaws may only be
amended by the vote of a majority of the
Board or by the affirmative vote of at least
80% of the voting power of the outstanding
capital stock entitled to vote generally in the
election of the Board.

The new charter and new bylaws provide that the bylaws may only
be amended by the vote of a majority of the Board and that, for so
long as D.R. Horton and its affiliates beneficially own 20% or more
of the voting securities of the Company, the Company shall not
amend or seek to amend the new bylaws in any manner that could
limit, restrict or adversely affect the rights of any stockholder under
the Stockholder's Agreement

Certain Business
Combinations

Section 203 of the DGCL prohibits a corporation from engaging in a business combination with a stockholder that
beneficially owns more than 15% of the outstanding voting stock, or a stockholder acquiring more than 15% but
less than 85% of the corporation's outstanding voting stock, for three years following the time that person becomes
an "interested stockholder" unless (i) prior to such time, the board of directors approves either the business
combination or the transaction which resulted in the stockholder becoming an interested stockholder, or (ii) the
business combination is approved by the board of directors and by the affirmative vote of at least two-thirds of the
outstanding voting stock that is not owned by the interested stockholder.
The Company has not opted out of
Section 203 of the DGCL under the existing
charter.

Under the new charter, the Company will not be governed by
Section 203 of the DGCL until such time as D.R. Horton gives
public notice that it owns less than 15% of the voting securities of
the Company, at which time the Company will once again become
governed by Section 203 of the DGCL.
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Rights Before Completion of the Merger Rights After Completion of the Merger
Tax Benefits
Preservation Plan

The Tax Benefits Preservation Plan, as
amended, is intended to protect certain tax
attributes of the Company. The plan is
intended to reduce the risk of an "ownership
change" under Section 382 of the Code by
deterring any person from becoming a
"5-percent shareholder" (as such term is
used in Section 382 of the Code) or any
existing 5-percent shareholder on the date of
the adoption of the plan from acquiring
more than an additional 1% of the
outstanding shares of Forestar common
stock. In connection with the adoption of the
Tax Benefits Preservation Plan, the Board
declared a dividend distribution of one
"right" for each outstanding share of
Forestar common stock. Each "right" entitles
the registered holder, under certain
circumstances, to purchase from the
Company one one-thousandth of a share of
Series B Preferred Stock, with each one
one-thousandth of a share of Series B
Preferred Stock having the same voting
power as one share of Forestar common
stock.

Upon completion of the merger, the Company will not have a plan
intended to protect the Company's tax attributes. The Tax Benefits
Preservation Plan will terminate immediately prior to the effective
time of the merger, and the Series B Preferred Stock will be
eliminated.
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 CONTROL AND MANAGEMENT OF THE COMPANY AFTER THE MERGER

The following description is a summary of the control and management of the Company after completion of the merger. This summary is
not meant to be a complete description such control and management, and you are urged to read the full text of the Merger Agreement, which is
attached as Annex A to this proxy statement/prospectus, the forms of the Company's Second Amended and Restated Certificate of Incorporation
and Second Amended and Restated Bylaws, which are attached as Exhibits A and B, respectively, to Annex A to this proxy statement/prospectus,
and the Stockholder's Agreement, which is attached as Annex B to this proxy statement/prospectus, each of which will be in effect if the merger
is completed.

 Ownership

        Following the effective time of the merger, as a result of the merger, D.R. Horton will own approximately 75% of Forestar common stock,
and Forestar stockholders immediately prior to the merger will own approximately 25% of Forestar common stock.

 Corporate Governance

General

        DGCL.    After completion of the merger, the Company will continue to be incorporated under the laws of the State of Delaware and,
accordingly, will continue to be governed by the DGCL.

        Charter and Bylaws.    Upon completion of the merger, the Company will adopt its Second Amended and Restated Certificate of
Incorporation and Second Amended and Restated Bylaws, forms of which are attached as Exhibits A and B, respectively, to Annex A to this
proxy statement/prospectus, which, as amended from time to time, will govern the rights of the Company's stockholders after the merger. For a
comparison of the material terms of the Company's capital stock before and after the merger, see the section entitled "Comparison of Rights of
Stockholders Before and After the Merger." Such summary is not meant to be complete, and you are urged to read the full text of the existing
charter, existing bylaws, new charter and new bylaws.

        Stockholder's Agreement.    Upon completion of the merger, the Company will be subject to the terms of the Stockholder's Agreement, a
copy of which is attached to this proxy statement/prospectus as Annex B, which sets forth, among other things, certain rights of the Company
and D.R. Horton concerning the corporate governance of the Company following completion of the merger, restrictions on transfers and
acquisitions of new shares of Forestar common stock held by D.R. Horton and its affiliates, preemptive rights and registration rights for new
shares of Forestar common stock, and allocation of corporate opportunities between the Company and D.R. Horton. For a summary of the
Stockholder's Agreement, see the section entitled "The Stockholder's Agreement." Such summary is not meant to be complete, and you are urged
to read the full text of the Stockholder's Agreement.

Board Composition

        Initial Board Representation.    During the Lock-Up Period (i.e., the period of 15 months following the effective time of the merger), the
Board shall have five directors, comprised of four individuals designated by D.R. Horton (which shall include the Executive Chairman of the
Company and at least two independent directors) and one Legacy Director from the current Board designated by mutual agreement of Forestar
and D.R. Horton prior to the effective time of the merger, with D.R. Horton's agreement not to be unreasonably withheld, or his replacement.
Forestar and D.R. Horton have each agreed to use their reasonable best efforts to cause the Legacy Director to be nominated as a
Non-Stockholder Designee (as described below) at the Company's annual meeting to be held in 2018.
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        Continued Board Representation.    After the Lock-Up Period, at all times when D.R. Horton and its affiliates beneficially own 20% or
more of the voting securities of the Company, the Board shall have five directors unless otherwise agreed in writing between the Company (as
approved by a majority of the independent directors) and D.R. Horton, and D.R. Horton will have the right to designate a number of directors
(i.e., the D.R. Horton Designees) equal to the percentage of the voting securities of the Company beneficially owned by D.R. Horton and its
affiliates multiplied by the total number of directors that the Company would have if there were no vacancies, rounded up to the nearest whole
number (and in any event not less than one). The Nominating and Governance Committee will have the right to designate the remaining number
of individuals (and in any event not less than one) to the Board (i.e., the Non-Stockholder Designees). Forestar and D.R. Horton have each
agreed to use their reasonable best efforts to cause the D.R. Horton Designees and the Non-Stockholder Designees to be appointed or elected to
the Board. D.R. Horton shall have the right to designate the Executive Chairman of the Company.

        Independent Directors.    Forestar and D.R. Horton have also each agreed to use their reasonable best efforts to cause at least three of the
directors to be considered "independent" under the rules of the SEC and under applicable listing standards.

Director Removal and Vacancies

        Removal.    Any director may be removed from office at any time, with or without cause, by the affirmative vote of the holders of at least a
majority of the voting power of all of the outstanding shares of the Company's capital stock entitled to elect such director, voting separately as a
class, at a duly organized meeting of stockholders or by written consent; provided that no D.R. Horton Designee may be removed without the
prior written consent of D.R. Horton. Pursuant to the Stockholder's Agreement, D.R. Horton has agreed to cause its shares of Forestar common
stock not to be voted in favor of the removal of any Non-Stockholder Designee other than for cause.

        Vacancies.    Upon the resignation, retirement, death or other removal (with or without cause) from office of any D.R. Horton Designee
serving as a director at a time when the D.R. Horton has the right under the Stockholder's Agreement to designate a replacement D.R. Horton
Designee, D.R. Horton shall be entitled promptly to designate a replacement D.R. Horton Designee. Upon the resignation, retirement, death or
other removal (with or without cause) from office of the Legacy Director or any other Non-Stockholder Designee serving as a director, the
Nominating and Governance Committee shall be entitled promptly to designate a replacement Non-Stockholder Designee. In each case, the
Company and D.R. Horton shall cause the prompt appointment or election of such replacement director.

Directors and Executive Officers

        As of the date of this proxy statement/prospectus, at the effective time of the merger, the following individual is expected to serve on the
Board:

�
Donald J. Tomnitz, 69, Executive Chairman.  Mr. Tomnitz will serve as Executive Chairman of the Company following
completion of the merger. Mr. Tomnitz served as the Vice Chairman and Chief Executive Officer of D.R. Horton, Inc. from
November 1998 to September 2014. From 1996 until 1998, Mr. Tomnitz was President of D.R. Horton's Homebuilding
Division. In 1998, he was elected an Executive Vice President of D.R. Horton and in 2000, he became President of
D.R. Horton as well. Before joining D.R. Horton, Mr. Tomnitz was a Captain in the U.S. Army, a Vice President of
RepublicBank of Dallas, N.A., and a Vice President of Crow Development Company, a Trammell Crow Company.
Mr. Tomnitz holds a Bachelor of Arts Degree in Economics from Westminster College and a Masters of Business
Administration in Finance from Western Illinois University.
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        Other than Mr. Tomnitz, the Company and D.R. Horton have not determined who will serve on the Board following completion of the
merger.

        Upon completion of the merger, the executive officers of the Company will be determined by the Board. In addition, it is expected that at
the effective time of the merger, Mr. Tomnitz will be appointed to serve as Executive Chairman of the Company. Other than Mr. Tomnitz, as of
the date of this proxy statement/prospectus, Forestar and D.R. Horton have not determined who will serve as the executive officers of the
Company following completion of the merger.

Committees

        The Board currently has an Audit Committee, Management Development and Executive Compensation Committee, and Nominating and
Governance Committee, and is expected to maintain such committees following completion of the merger. In addition, the Stockholder's
Agreement sets forth certain provisions governing the establishment, maintenance and membership of certain committees, as set forth below.

        General.    At all times when D.R. Horton and its affiliates beneficially own 20% or more of the voting securities of the Company, no
committee of the Board shall have more than three members unless otherwise agreed in writing between the Company (as approved by a
majority of the independent directors) and D.R. Horton, and each committee of the Board shall include in its membership (i) a number of D.R.
Horton Designees equal to the percentage of the voting securities of the Company beneficially owned by D.R. Horton and its affiliates
multiplied by the total number of members that such committee would have if there were no vacancies on such committee, rounded up to the
nearest whole number (and in any event not less than one), and (ii) at least one member not designated by D.R. Horton.

        Nominating and Governance Committee.    At all times when D.R. Horton and its affiliates beneficially own 20% or more of the voting
securities of the Company, the Board shall maintain a Nominating and Governance Committee, and the Legacy Director shall be a member of
the Nominating and Governance committee for so long as the Legacy Director serves on the Board. During the Lock-Up Period, the Nominating
and Governance Committee shall have three members, including the Legacy Director (as long as the Legacy Director is then on the Board) and
at least one additional independent director.

        Investment Committee.    Forestar has also agreed to establish and maintain an Investment Committee (which will not be considered a
committee of the Board), the members of which shall be officers or employees of the Company who are (A) experienced professionals in the
land acquisition and development business or (B) the Chief Executive Officer, the Chief Financial Officer, the General Counsel or the President
of Community Development (or any person serving in an equivalent role). The Executive Chairman of the Company shall be a member of the
Investment Committee at all times. The other members of the Investment Committee will be appointed by the Nominating and Governance
Committee. The Investment Committee will be vested with sole responsibility over investment decisions of the Company involving capital
expenditures of $20,000,000 or less (i.e., an Investment Committee Approval Transaction). All decisions of the Investment Committee will
require the approval of a majority of the members of the Investment Committee. Any investment decision that does not involve an Investment
Committee Approval Transaction will be subject to approval by the Board.

Approval Rights

        D.R. Horton Approval Rights.    For so long as D.R. Horton and its affiliates beneficially own 35% or more of the voting securities of the
Company, the Company and its subsidiaries may not take any of
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the following actions without the prior written consent of D.R. Horton: (i) declare or make any extraordinary or in-kind dividend other than a
dividend on a pro rata basis; (ii) issue any new class of equity or voting securities; (iii) issue equity or equity-linked securities or voting
securities (A) in the case of securities issued as employee compensation, constituting 1% or more of the then outstanding shares of Forestar
common stock in any calendar year or (B) in any case, constituting 10% or more of the then-outstanding number of shares of Forestar common
stock; (iv) incur indebtedness above certain levels; (v) select, terminate or remove certain key officers or change their compensation
arrangements; (vi) make or approve any fundamental change in the Company's business of developing residential and mixed-use real estate;
(vii) acquire assets or enter into mergers or similar acquisitions involving capital expenditures in excess of $20,000,000; (viii) effect or approve
any voluntary liquidation, dissolution or winding-up or certain events of bankruptcy or insolvency; (ix) enter into any strategic alliance or
commercial agreement of a nature similar to the Master Supply Agreement with a person other than D.R. Horton; or (x) effect any election of a
settlement of the Company's 3.75% Convertible Senior Notes due 2020 in connection with an election to convert the notes by a holder thereof.
For a more detailed description of such actions, see the section entitled "The Stockholder's Agreement�Corporate Governance�Approval
Rights�D.R. Horton Approval Rights."

        Independent Director Approval Rights.    At all times when D.R. Horton and its affiliates beneficially own 35% or more of the voting
securities of the Company, the Company and its subsidiaries may not take any of the following actions without approval of a majority of the
independent directors who are not also affiliated with D.R. Horton: (i) enter into, amend, modify, terminate or approve any transaction between
the Company or any of its subsidiaries, on one hand, and D.R. Horton or any of its affiliates, on the other hand, or enter into any waiver, consent
or election thereunder (other than an Investment Committee Approval Transaction); (ii) amend, modify or terminate, or enter into any waiver,
consent or election under, the Stockholder's Agreement or enter into any merger or business combination with D.R. Horton or any of its
affiliates; (iii) enter into any merger, business combination or similar transaction in which D.R. Horton receives consideration for its Forestar
common stock of greater value or in a different form than other Company stockholders; or (iv) settle any claim between the Company and D.R.
Horton (other than an Investment Committee Approval Transaction). For a more detailed description of such actions, see the section entitled
"The Stockholder's Agreement�Corporate Governance�Approval Rights�Independent Director Approval Rights."

        Amendments to Organizational Documents.    For so long as D.R. Horton and its affiliates beneficially own 20% or more of the voting
securities of the Company, the Company may not amend its or its subsidiaries' organizational documents in any manner that could adversely
affect the rights of D.R. Horton under the Stockholder's Agreement. In addition, the Company may not amend its or its subsidiaries'
organizational documents in any manner that could adversely affect the rights or of the other Company stockholders under the Stockholder's
Agreement.

 Certain D.R. Horton Rights and Obligations

        Lock-Up.    During the Lock-Up Period, D.R. Horton generally may not (subject to customary exceptions) transfer shares of Forestar
common stock, other than transfers of up to one-third of the aggregate amount of shares of Forestar common stock beneficially held by D.R.
Horton and its subsidiaries immediately following the effective time of the merger in an offering that is not registered under the Securities Act to
transferees agreeing to be bound by the lock-up provisions in the Stockholder's Agreement. For more information, see the section entitled "The
Stockholder's Agreement�Restrictions on Transfers and Acquisitions�Lock-Up."

        Standstill.    During the Lock-Up Period, D.R. Horton and its affiliates generally may not (subject to customary exceptions) participate in
any transactions that would result in D.R. Horton and its affiliates beneficially owning more than 80% of the voting power of the Forestar
common stock,
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provided that D.R. Horton is permitted, under certain conditions, to make private proposals to the non-D.R. Horton affiliated directors on the
Board. For more information, see the section entitled "The Stockholder's Agreement�Restrictions on Transfers and Acquisitions�Standstill and
Squeeze-Out Transactions."

        Squeeze-Out Transactions.    At all times when D.R. Horton and its affiliates beneficially own 20% or more of the voting securities of the
Company, D.R. Horton shall not (and shall cause each of its affiliates and it and their respective representatives not to) undertake certain actions
in furtherance of "squeeze-out," "freeze-out," or similar transactions. For more information, see the section entitled "The Stockholder's
Agreement�Restrictions on Transfers and Acquisitions�Standstill and Squeeze-Out Transactions."

        Buyouts.    Any propo
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