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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549-7010

DIVISION OF
CORPORATION FINANCE

Februar 24, 2009

Room 7010

Steven G. Stewar
Chief Financial and Accounting Offcer
Headwaters Incorporated. \

10653 South River Front Parkway, Suite 300
South Jordan, Uta 84095

Re: Headwaters Incorporated
Form 10-K for Fiscal Year Ended September 30, 2008
File No. 001-32459
Definitive Proxy Statement
Filed January 14, 2009

File No. 001-32459

Dear Mr. Stewar:

We have reviewed your responses dated Februar 6, and February 10,2009, and
have the followiig commeIits.

Form 10-K for the year ended September 30.2008

Management's Discussion and Analysis. page 33

1. We note your response to prior comment 2, which indicates you will expand
MD&A disclosures ii futue filings to address our comment. The results of
operations section on pages 22 and 23 of your Form 10-Q for the quarer ended
December Jl,2~Q8,briëflyaddressesthe slowdown in thtt residential
construction Ìl1diistry. ..Ilo\Vey~r.~w~ar~ unaple to locate Whereyouna",e
addressedtherestofourcOmientandthepoints you indicated youwo1:d
disclose in futue filings. In this regard, your disclosure stil does not provide an

investor with suffcient information to understand the specific impact of recent

economic events, detailed information on your customers, products, order levels,
trends or expectations of management nor does it quatify the material effects of
known trends and uncertainties surounding the economic slowdown.
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Valuation of Long-Lived Assets.iicluding Intagible Assets and Go~dwill. page 37

2. Please iiclude your proposed expanded disclosure on the valuation oflong-lived
assets in your next periodic report, the F onn 10-Q for the . quaer ended March 31,
2009. Investors would benefit from receiviig ths usefu inormation prior to the
Forr lO~K for September 30,2009. Also, since additional impairent testing of

. goodwill, iitagible assets, and property, plaitand equipment is being performed,
updated disclosure of the underlying assumptions will be. appropriate.

Note 6. Long-term Debt. page 11

3. With regard to the December 2008 agreement with certin note holders which

. resulted ii an extiiguishment of debt and the recogntion of a $17 millon gain,
tell us specifically how you determned that the 16% convertible notes and the

2.875% convertible notes were substantially different and that a gain was
appropriate as a result of this transaction. Supplementally provide us with your
EITF 96-19 analysis.

Definitive Proxy Statement filed Januarv 14.2009

Executive Compensation. page 14
Compensation Discussion and Analysis. page 14
Compensation Obiectives. page 14

4. We note your response in your letter dated Februar 10,2009, to comment 1 in
our letter dated Februar 2,2009. In your response; you describe several
compensation practices that appear to constitute benchmarking, based on the
description of benchmarking in Question 118.05 in the Stafrs Regulation S-K
CoinPliance & Di~closure Interpretations, which~reavailable ón our website. .
Forexapple,o~ page 3 of yourrespo~seyous~t~t1iatY()F.cOnipen~ation
cOmni~ee "uses. ... surey datatocalibratebäsepayra.t~softh~executives"and
on page. 5 you state that "( m )anagement, in consultation with the Compensation
Committee, calculates the bonuses necessar for each paricipant to achieve the
50th, 75th and 90th percentiles of market total cash compensation." In view of
the foregoing, please confirm that you will address benchmarking in futue
filings, in accordance with the requirements ofItem 402(b) of Regulation S-K or,
if you continue to believe that you do not engage in benchmarking, please provide
us with an expanded analysis of the basis for your belief, being sure to address
directly the examples discussed in this comment.
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Short-Term Compensation. page 18

5. .. We note your response in your letter dated Februar 10,2009, to comment 2 ii
our letter dated Febru 2,2009. In futuefilings containng information about
your short-term compensation practices, please include the tyes of clarfying
disclosures contaiiedinyour response to comment twö, revised as necessar to fit
the then applicable facts and circumstaces.

Anual BOIiUS. page 18

6. We note your responses in your letter dated Februar 10, 2009, to comments 4
and 5 in our letter dated Februar 2,2009. In futue filings containing
information about your incentive compensation practices, please include the types
of clarifyng disclosures contained in your responses to comments four and five,
revised as necessar to fit the then applicable circumstances.

7. We note your response in your letter dated Februar 10,2009, to comment 6 in
our letter dated Februar 2, 2009 . You have provided us with brief descriptions
of the tyes of individual goals, but you have not provided us with the goals
themselves. As previously requested, please tell us what the individual goals
were for each named executive offcer who had individual goals. To the extent
the goals can be quantified, please provide quantitative disclosure.

Long-Term Incentive Compensation. page 20

8. We note your responses in your letter dated Februy 10,2009, to comments 8
and 9 in our letter dated Februar. 2, 2009. In futue filings contaning
information about your long-term incentive compensation practices, please
include the tyes of clarfying disclosures contained in your responses to

comments eight and nine, revised as necessar to fit the then applicable
circumstaces.

You ma.ydirect qiiestionsona.cc0:ttingcoinentsto MelissaN. Rocha, Staff
Accountat, a.t (202)551.;38540ime at (202) 551-3355. You may direct questions on
other comments and disclosure issues to Dietrich King, Attorney, at (202) 551- 3338 or
Pamela Long, Assistat Director at (202) 551-3760.

Sincerely,  
 rence O'Brien
Accounting Branch Chief


