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KB HOME
10990 Wilshire Boulevard
Los Angeles, California 90024
(310) 231-4000

BRUCE KARATZ
Chairman and Chief Executive Officer

March 6, 2006

Dear Fellow Stockholder:

Your officers and directors join me in inviting yéw attend the Annual Meeting of Stockholders of KBme at 9:00 a.m. Pacil
Daylight Time on April 6, 2006 in the Garden Rootte Hotel Bel-Air, 701 Stone Canyon Road, in lLogjeles, California.

The matters expected to be acted on at the meatindescribed in detail in the attached Notice fidal Meeting of
Stockholders and Proxy Statement. In addition &x#jg agenda items, by attending the Annual Megyiou will have an
opportunity to hear about our plans for the futamel to meet your officers and directors.

We look forward to seeing you on April 6.

Sincerely,

BRUCE KARATZ
Chairman and Chief Executive Officer
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NOTICE OF ANNUAL MEETING
OF STOCKHOLDERS

TIME AND DATE: 9:00 a.m. Pacific Daylight Time on Thursday, A;l2006.

L OCATION : Garden Room, Hotel B-Air, 701 Stone Canyon Road, Los Angeles, Califar
I TEMS OF BUSINESS 1) Elect four Class Il Directors, each to serve foinr@e-year term
(2) Vote on an amendment to our Amended Certificateadrporation to decrease the authorized shares o

our Common Stock from 300,000,0shares to 290,000,000 shat
3) Vote on the Amended and Restated KB Home 1999 tiveeRlan;

(4) Ratify the appointment of Ernst & Young LLP as caependent registered public accounting firm for
the fiscal year ending November 30, 2006;

(5) To transact any other business as may properly dmfoge the meeting and any adjournment or
postponement therec

RECORD DATE: You can vote if you were a stockholder of record=ebruary 14, 200¢

IF YOU ATTEND THE If you plan to attend the meeting, you may be askqatesent photo identification and you may beoagzanied
MEETING : by only one guest. If you hold your shares in &brage or similar account (in “street name”), yall meed to
bring a statement reflecting the shares you owmeBeabruary 14, 200t

Proxy VoTING:  Whether or not you expect to attend the meeting, pase promptly complete and return the Proxy Card o
voting instruction card you received to ensure thatour shares will be represented. If available toqu, you
may also vote using the telephone number or via thaternet web site address printed on your Proxy Ced
or voting instruction card.

ANNUAL REPORTS: Copies of our 2005 Annual Report to Stockholderd Annual Report on Form 10-K for the fiscal yeaded
November 30, 2005, including audited financialestagnts, are being mailed to stockholders concuyreurith
this Proxy Statement. It is anticipated that théingawill commence on or about March 6, 20!

By ORDER OF THE BOARD OF DIRECTORS,

(Jitf

CHARLES F. CARROLL
Corporate Secretary

Los Angeles, California
March 6, 2006
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KB HOME

10990 Wilshire Boulevard
Los Angeles, California 90024

PROXY STATEMENT
for
ANNUAL MEETING OF STOCKHOLDERS

To Be Held April 6, 2006

GENERAL INFORMATION

Why did | receive this Proxy Statement?

Your Board of Directors is furnishing this RyaStatement to you to solicit your proxy to beadatt our 2006 Annual Meeting of
Stockholders. The Annual Meeting is scheduled faurgday, April 6, 2006, at the time and place ardHe purposes set forth in the
accompanying Notice of Annual Meeting of Stockhaodd

Can | attend the Annual Meeting?

You are cordially invited to attend the Annua¢dling.Please note, however, that you may be subject tesacurity check and that no
cameras, recording equipment, electronic devicesarige bags, briefcases or packages will be permittéd the Annual Meeting. Also,
due to space constraints, you may be accompanied bgly one guest.

Who is entitled to vote at the Annual Meeting?

Only holders of record of the 93,180,138 shafemur Common Stock outstanding at the close oifrtass on February 14, 2006 will be
entitled to vote at the Annual Meeting. Each holofeour Common Stock is entitled to one vote farteshare held. Our Grantor Stock
Ownership Trust, established to assist us in mgetmtain of our obligations to employees underemployee benefit plans, held
12,981,680 shares of our Common Stock for votingpses as of February 14, 2006. These sharesewbted by the trustee of the Grantor
Stock Ownership Trust in accordance with instrudiceceived from employees who participate in aegdour employee benefit plans.
There is no right to cumulative voting.

Who is a “Holder of Record”?

If your shares of our Common Stock are registelieectly in your name with our transfer agent,|lte Investor Services LLC, you are
considered the “holder of record” of those shalfegur shares are held in a stock brokerage adomuby a financial institution or other
holder of record, you are considered the benefamialer of those shares held in “street name.”

1




How do | vote?

If you are a beneficial owner, you have the trighinstruct your broker, financial institution other holder of record on how to vote your
shares by using the voting instruction card yoeiresd from them or by following their respectivéefghone and/or Internet voting
instructions.

If you are a holder of record, you may vote tgilnby telephone or via the Internet, as descrieldw.
Mail. Please promptly complete and return your Proxy @Gathe postage-paid envelope provided.

Telephone. Please call the 800umber listed on your Proxy Card. Telephone vogiracedures have been established to verify yountiige
to allow you to provide proxy voting instructionsdcato confirm that your instructions were accuratekcorded. Please have your Proxy Card
available when you call.

Internet. Please visit the Internet web site address listegonir Proxy Card. As with telephone voting, praoes have been established to
verify your identity and to confirm your voting imgctions. Please have your Proxy Card availablenwou visit the Internet web site
address.

Telephone and Internet voting will be availatoldnolders of record 24 hours each day until 11:58. Eastern Daylight Time on April 5,
2006. If you use the 800-number or the Interngtravide your proxy voting instructions, you do meted to mail in your Proxy Card.

Revoking Your Proxy Vote. If you are a holder of record, you may revoke thexp voting instructions you make by mail, by tdiepe or
via the Internet at any time prior to the exerctéhose instructions at the Annual Meeting byling a revocation in writing to us in care
of the Corporate Secretary, KB Home, 10990 WilsBioailevard, Los Angeles, California 90024.

If you are a beneficial owner, you may submivn®ting instructions by contacting your brokendncial institution or other holder of
record. You may also vote in person at the Annueétihg as described in the next paragraph.

In Person at the Annual Meeting. Whether you are a holder of record or a benefmiaier you may vote in person at the Annual Meeting,
even if you have previously provided proxy votingtructions by mail, by telephone or via the Ingrif you are a holder of record, you may
also be represented by another person at the Aivhegting by executing a proper proxy designatirag gerson. If you are a beneficial owi
of shares, you must obtain a legal proxy from ymaker, bank or other holder of record and pregenith your ballot to be able to vote in
person at the Annual Meeting.

What are the voting requirements to elect the Direlor nominees and to approve each of the proposals this Proxy Statement?

Under the laws of the State of Delaware, whezeave incorporated, stockholders may take actidimeafinnual Meeting by voting their
shares as described above, provided a quorumssnreAt least a majority of the outstanding sharggled to vote must be present or
represented at the Annual Meeting to establishoawm. Abstentions and “broker non-votes” are codrae present and entitled to vote for
purposes of establishing a quorum.

A “broker non-vote” arises when a broker, fin@hmstitution or other holder of record that helshares in street name does not receive
instructions from a beneficial owner and does raatehthe discretionary authority to vote on a patdicitem. Per New York Stock Exchange
rules, brokers have




discretionary authority to vote on the electiordiméctors and the ratification of the appointmefnthe independent registered public
accounting firm. Brokers do not, however, have rdisonary authority to vote on the other two pragesn this Proxy Statement, so broker
non-votes will not be considered entitled to vatedither such proposal and will have no effecth@moutcome.

All shares of Common Stock represented by vatakies received pursuant to this solicitation antrevoked will be voted in accordance
with the proxy instructions given.

Because a proxy confers discretionary authdoityote upon other matters that may properly coefere the Annual Meeting, shares
represented by valid proxies will be voted in ademice with the judgment of Bruce Karatz, Chairmaah @hief Executive Officer, and
Charles F. Carroll, Vice President, Deputy Gen€lnsel and Corporate Secretary, who are the persmed as proxies on the Proxy C
for holders of record, or their duly authorizedidases.

Where no instruction is made on a signed Praxgd@vith respect to any item submitted to a vatehsshares will be voted for the election
as Directors of the four individuals named unddetiEon of Directors” on pages 12 — 18 below, foe amendment to our Amended
Certificate of Incorporation to decrease the augear shares of our Common Stock from 300,000,0@@eshto 290,000,000 shares discussed
on pages 19 — 20 below, for the Amended and ReskBeHome 1999 Incentive Plan discussed on pagesZ8. below and for the
ratification of the appointment of Ernst & Young Blas our independent registered public accountingfbr the fiscal year ending
November 30, 2006 discussed on page 29 be

Election of Directors. The affirmative vote of a plurality of the votesepent or represented at the Annual Meeting is requo elect each
Director nominee. Accordingly, the Director nomineih the most votes for a particular board seditlvei elected to that seat. You may vote
“for” all Director nominees or you may “withhold’oyr vote with respect to one or more of the Direatmminees. Abstentions will not be
counted.

Under our Governance Principles, any Directectld to the Board of Directors at the Annual Megeth an uncontested election with less
than the affirmative vote of a majority of sharesgent in person or by proxy shall promptly tertuisror her resignation to the Chair of the
Nominating and Corporate Governance Committee@Bthard of Directors*“Nominating Committee”). The Nominating Committedlw
then promptly evaluate all relevant factors andnemend to the full Board whether to accept thegrestion or, if appropriate, to adopt
another course of action to remedy the underlyangse(s) of the election result. Subject to anyiegiple legal or regulatory requirements, the
Board shall within 90 days following certificatiarfi the stockholder vote decide whether to acceptésignation, reject the resignation or, if
appropriate, reject the resignation but adopt nreastdesigned to address the underlying causefsg @lection result. A full explanation of
the Board’s decision will be publicly disclosedamperiodic or current report filed with the Sedestand Exchange Commission. A Director
who tenders his or her resignation because heeowsl elected in an uncontested election withthess a majority of the shares present or
represented at an Annual Meeting and any non-inttgre Director will not participate in these delio@ons and decisions.

Other Proposalsin this Proxy Statement. The affirmative vote of a majority of the outstamglishares of our Common Stock is required to
approve the amendment to our Amended Certificataagrporation to decrease the authorized sharesro€ommon Stock from
300,000,000




shares to 290,000,000 shares. The affirmative eoéemajority of the shares present or represeatdioe Annual Meeting and entitled to vote
is required both to approve the Amended and RestéBeHome 1999 Incentive Plan and to ratify the@ppment of Ernst & Young LLP as
our independent registered public accounting fiomttie fiscal year ending November 30, 2006. Yoy nate “for,” “against,” or “abstain”
with respect to any of these proposals. Abstentiatidrave the same effect as an “against” vote.

Are the Notice of Annual Meeting, Proxy Statementthe 2005 Annual Report on Form 10-K and the 2005 inual Report to
Stockholders available online?

Yes. The Notice of Annual Meeting, this Proxgat8tment, the 2005 Annual Report on Form 10-K &ed2005 Annual Report to
Stockholders may be viewed or downloaded from oelvsite at: http://www.kbhome.com/investor/main.
Who will pay for this proxy solicitation?

We will pay the entire cost of soliciting progidn addition to use of the mail, proxies may bkcged by our officers, Directors and other
employees by telephone, facsimile or personalisation, and no additional compensation will bedo@i such individuals. We will, if
requested, reimburse banks, brokerage houses kadatstodians, nominees and certain fiduciarieghigir reasonable expenses incurred in
mailing proxy material to their principals. We hahvieed Georgeson Shareholder Communications Iqrgfssional soliciting organization,
to assist in proxy solicitation and in distributipgpxy materials to institutions, brokerage housestodians, nominees and other fiduciaries.
For these services, we will pay Georgeson a fek8¢H00.

Who will count the vote?

Representatives of our transfer agent, Mellaestor Services LLC, will count the votes and acinalependent inspectors of election.
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CORPORATE GOVERNANCE AND BOARD MATTERS

We believe that sound corporate governanagnddmental to the success of our business anghigsterm value for our stockholders. Our
Governance Principles, which are included with frigxy Statement at Attachment A, reflect our @eernance values and provide the
framework within which we conduct our business patsue strategic goals. Our Governance Princigkesegyularly reviewed by the
Nominating and Corporate Governance Committee@Btbard of Directors, and the full Board approviearges as appropria
Ethics Policy

As part of our commitment to sound governanaegewpect all of our employees and Directors tmfelthe highest ethical standards when
representing KB Home and our interests. To this adé@mployees, including senior management, ainelcibrs must abide by our Ethics
Policy. Our Ethics Policy is reviewed regularly e Audit and Compliance Committee of the Boar®wéctors, and the full Board approy
changes as appropriate.

Role of the Board

The Board of Directors is elected by the stodttérs to oversee the management of our busineswassure that the long-term interests of
our stockholders are being served.
Director Qualifications

We believe that our Directors should possessithigest personal and professional ethics, intggriigment and values, and be committed
to representing the long-term interests of ourldtotders. Directors should also have an inquisiéimd objective perspective, and be able and
willing to dedicate the time necessary to Board @ochmittee service.

The Nominating and Corporate Governance Comendfehe Board of Directors regularly assesseslkiiks and characteristics of current
and potential Directors in view of the perceive@d®of the Board at the time an assessment is aratimay consider the following
attributes, among others:

* Personal qualities, accomplishments and reputatitime business communit

« Financial literacy, financial and accounting exjsertand significant business, academic or goverhegrerience in leadership positions
at senior polic-making levels

» Geographical representation in areas relevanttasiness
« Diversity of background and personal experiel

« Fit of abilities and personality with those of ant and potential Directors in building a Boardttisaeffective, collegial and responsive to
the needs of our business; ¢

« Independence and an absence of conflicting timenttments.

Director Independence

We believe that a substantial majority of ourddtors should be independent. A Director is deetadx independent if he or she does not
have any direct or indirect material commerciatioaritable relationship with us based on all retévacts and circumstances. The Board of
Directors makes independence determinations anniafied on information supplied by Directors arftepsources, and on the prior review
and recommendation of the Nominating and Corpdgaieernance Committee of the Board of Directors.
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The Board’s Director independence determinatamesguided by certain standards which are sét forbur Governance Principles and are
consistent with New York Stock Exchange listingnsiards.

Based on the Board’s Director independence ¢jniete the Board has determined that all curreintyymbent Directors and Director
nominees are independent, except Mr. Karatz, oair@an and Chief Executive Officer. In additione tBoard has determined that all
Committees of the Board, except the Executive Cdtesiiwhich does not regularly meet, are entirelygosed of independent Directors
within the meaning of New York Stock Exchange figtstandards and Securities and Exchange Commiades) The Executive Committee
is comprised of Dr. Irani and Mr. Nogales, who bo¢h independent, and Mr. Karatz.

Board Meetings, Membership and Attendance

The Board held six meetings in our 2005 fisery As of the date of this Proxy Statement, tharBdas 11 members.

All Directors are expected to attend our Anrdaktings. All Directors who were serving at thediattended the 2005 Annual Meeting,
which was held on April 7, 2005.

Each Director attended at least 75% of all Baaegttings and of all meetings of the Committeewbith he or she served in our 2005 fis
year, except for Mr. Burkle, who was absent from Board meetings, two meetings of the Nominatingl @orporate Governance Commit
and four meetings of the Audit and Compliance Cottaai

Board Committees

In our 2005 fiscal year, the Board had four catteas: Audit and Compliance; Management Develograad Compensation; Nominating
and Corporate Governance and Executive. Each Cde®nassists the Board in fulfilling its responsilais, as described below.

The chart on page 7 shows the various Commitiethee Board, the current members of those Coressttand the number of meetings ¢
Committee held during the year.




Management Nominating and

Audit and Development ant Corporate

Name of Director Compliance Compensation Governance Executive
I ndependent Directors

Ronald W. Burkle X X

Timothy W. Finchem(a X X

Dr. Ray R. Iran X* X*

Kenneth M. Jastrow, | X

James A. Johnsc X X*t

J. Terrence Lanr X X

Melissa Lore X

Michael G. McCaffery(b X* X

Leslie Moonves X

Luis G. Nogale: X X X
Employee Director

Bruce Karat: X
Number of Meetingsin Fiscal 2005 9(c) 3 3 0

X =Member *=Chair T = Presiding Direc

(@ Mr. Finchem was appointed to the Board on May2005. Mr. Finchem’s first meeting as a membehe Nominating and Corporate
Governance Committee was on October 6, 2005. McHeém was appointed to the Audit and Compliance iGitt@e on December 8,
2005.

(b) Mr. McCaffery was appointed Chair of the Audit addmpliance Committee on December 8, 2(

(c) Includes quarterly conference calls with managerneergview our earnings releases prior to thegasé
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Audit and Compliance Committee. The Audit and Compliance Committee represents asidta the Board in fulfilling its responsibilitiésr
oversight of our:

« accounting and reporting practices, including thality and integrity of our financial statementslaeports
« internal control over financial reporting and dastire controls and procedur

« audit process, including our independent registerdaic accounting firm’s qualifications, indepemnde, retention, compensation and
performance, and the performance of our internditalepartment; an

« compliance with legal and regulatory requirememig management of matters in which we have or mag haaterial liability exposurt

The Audit and Compliance Committee also oversieepreparation of a required report for inclusiothe annual proxy statement and is
charged with the duties and responsibilities listeitis Charter.

The Board has determined that each current meailike Audit and Compliance Committee is indeparidunder our Governance
Principles, New York Stock Exchange listing stanidaaind Securities and Exchange Commission rulesBblard has also determined that
each current member of the Audit and Compliance @ittee is financially literate under New York Stoekchange listing standards, and
that Ms. Lora qualifies as an “audit committee fioial expert” under Securities and Exchange Conionissiles.

The report of the Audit and Compliance Committemcluded in this Proxy Statement on page 48Wwelhe Audit and Compliance
Committee Charter is included with this Proxy Statat at Attachment B.

Management Development and Compensation Committee. The Management Development and Compensation Coeenipresents and
assists the Board in fulfilling its responsibilgiéor oversight of:

« the compensation of corporate and division officersluding the determination of the nature and ant@f awards to be granted under our
employee compensation plans and the administrafionr Chief Executive Offici s Employment Agreement; a

« our efforts to attract, develop and promote quedifexecutives

The Management Development and Compensation Qibeenalso oversees the preparation of a requépdrt on executive compensation
for inclusion in the annual proxy statement anchiarged with the duties and responsibilities listeitis Charter.

In addition to being independent under our Goaace Principles and New York Stock Exchange lisstandards, the Board has determ
that each current member of the Management Devedopand Compensation Committee is a “non-employreetdr” under Securities and
Exchange Commission rules and an “outside direatoder Section 162(m) of the Internal Revenue Code.

No member of the Management Development and @osgiion Committee was part of a “compensation citieeninterlock” during our
2005 fiscal year as described under SecuritiesExetiange Commission rules. In addition, none ofexarcutive officers served as a director
or member of the compensation committee of anathgty that would constitute a “compensation coneeitinterlock.”
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The report of the Management Development andggmsation Committee is included in this Proxy Steget beginning on page 33 below.

Nominating and Cor porate Governance Committee. The Nominating and Corporate Governance Commitipeesents and assists the
Board in fulfilling its responsibilities to:

 shape and monitor the implementation of our goveraegolicies and practice

« identify and investigate individuals qualified tedome Board members, consistent with criteria agatdy the Board, and recommend
proposed nominees for Board members

« assess the Board'’s size, operations, structuresreeed effectiveness by, among other things, raugand making recommendations as to
the membership, purpose and functions of Board Cittexss and overseeing the annual evaluation oBte#d’s and its Committees’
respective performance; a

« establish and from time to time adjust non-empldy&ector compensation and benefits in accordarite wmong other things, the
compensation guidelines set forth in our Governdraeciples.

The Nominating and Corporate Governance Comenétso reviews and makes recommendations to thBdakd on proposed changes to
our certificate of incorporation and bylaws, pertadly assesses and recommends action with repecir stockholder rights plan and other
stockholder protections, and is charged with tiheotuties and responsibilities listed in its Chart

The Board has determined that each member dfidineinating and Corporate Governance Committeedependent under our Governance
Principles and New York Stock Exchange listing dtas.

Executive Committee. The Executive Committee provides Director oversightd may act on the full Board’s behalf (exceph®extent
restricted by applicable law), between regular imgstof the Board to the extent necessary for wperate efficiently. The Executive
Committee typically acts only pursuant to authosipecifically delegated to it by the full Boarddaail actions taken by the Executive
Committee between Board meetings are consideredadifidd at the next regular meeting of the fulaBd. The Executive Committee did 1
meet in our 2005 fiscal year, but acted periodjchyl written consent.

Executive Sessions of Independent Directors

The independent Directors meet in executiveisessvithout management present at least twiceaa yi@vo executive sessions were held in
the 2005 fiscal year. The Chair of the Nominating &€orporate Governance Committee, currently Mangon, serves as the Board’s
Presiding Director and schedules and chairs theutixe sessions. The Presiding Director performhgiotunctions as the Board may direct.
Any independent Director can request an additiematutive session.

Communications with the Board

You may write to the Board or to any of the ipdedent Directors c/o our Corporate Secretary atidBe, 10990 Wilshire Boulevard, Los
Angeles, California 90024. The Corporate Secrataviews all such written correspondence promptlgrugeceipt and will forward it, as the
Corporate Secretary determines is appropriate @oramittee Chair, individual Director and/or to tReesiding Director. Directors who
receive such correspondence determine, individwallyith other Direc-
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tors and/or management, whether and how to respond.

Consideration of Director Candidates

The Nominating and Corporate Governance Comeiitteesponsible for identifying and evaluatinge@tor candidates on the Board’s
behalf. Director candidates may come to the attantf the Nominating and Corporate Governance Cdtamthrough current Board
members, professional search firms or other perddrese candidates are evaluated at regular oraspeeetings of the Nominating and
Corporate Governance Committee, and may be coesidgrany point during the year.

Stockholders may recommend a candidate for tiraihating and Corporate Governance Committee’siderstion by submitting the
candidate’s name and qualifications to the CorpoBascretary at the address listed above underttiig “Communications with the
Board.” Candidates recommended by stockholdershsikvaluated in the same manner as candidatesmemaeded by any other person.

Director Compensation

Only non-employee Directors receive compensdtotheir Board and Committee service. Non-empéolérectors are compensated on a
“Director Year” basis, which is the period betwemual Meetings. Accordingly, the “2005 Director af& commenced on April 7, 2005, the
date of our 2005 Annual Meeting, and will conclueApril 6, 2006, the date of our 2006 Annual Megti

Non-Employee Director Compensation. Non-employee Director compensation is currentlywjuied under our Non-Employee Directors
Stock Plan (the “Director Plan”).

The Director Plan provides each non-employeeddar with an annual cash retainer of $80,000 ananaual grant of 4,000 deferregtbck
Units.” Committee Chairs receive an additional g@fr‘Stock Units.”

A “Stock Unit” is a contract right to receivecash payment equal to the fair market value ofasesbf our Common Stock.

Annual Retainer. Each non-employee Director may receive the anragtl cetainer in quarterly installments of $20,08@Iwut over the
course of a Director Year.

Under the Director Plan, each non-employee Boremay elect to receive the annual cash retam&tack Units or in Stock Options. If a
Director elects to receive the annual cash retam8tock Units, the Stock Units are granted atttdginning of a Director Year at a value of
120% of the cash value of the retainer on the dayamnt.

If a non-employee Director elects to receivecktOptions in lieu of the annual cash retainer,Skack Options will have an exercise price
equal to the closing price of our Common StocklmnNew York Stock Exchange on the date of grang. Atmber of Stock Options granted
is based on the closing price of our Common Stacthe date of grant and a Black-Scholes ratio 8625

Stock Options granted to a non-employee Diregtater the Director Plan are fully vested when tgdnbut cannot be exercised until the
earlier to occur of (a) the Director’s acquisitiamd continued ownership of at least 5,000 sharesio€ommon Stock or (b) the date the
Director ceases to serve on our Board. These Sdptions have a term of fifteen years, although timexst be exercised within one year of
date the Director ceases to serve on our Board.

Annual Stock Unit Grant. Each non-employee Director receives an annual gifafy000 Stock Units at the beginning of each Eime Year.
A Director may elect to receive the annual Stockt Un

10




grant in Stock Options, which will have an exergisiee equal to the closing price of our Commorcgton the date of grant. The number of
Stock Options granted is based on the closing mficair Common Stock on the New York Stock Exchaoig¢he date of grant and a Black-
Scholes ratio of 25%.

Non-employee Directors are paid the equivaléash dividends on their Stock Units when caslidéivds are paid on our Common Stock.
The amount of these cash dividend equivalent patgrierequal to the number of Stock Units held mii#d by the amount of the cash
dividend paid on a share of our Common Stock. Stdwits granted to a non-employee Director undedector Plan are paid out in cash
when the Director leaves the Board, and the ampaiatis equal to the Stock Units held multipliedtbg closing price of our Common Stock
on the last business day before the payment date.

Committee Chair Retainer. At the beginning of each Director Year, the Chédithe Audit and Compliance Committee receives afitamhal
annual retainer of 1,000 Stock Units, and each 1Gifahe other Board Committees receives an anmtainer of 600 Stock Units. A
Committee Chair may elect to receive the Chair IStdwit grant in Stock Options as described above.

Cash Election. Although the Director Plan provides the non-empéoiprectors with the option to receive payout of &tock Units and
Stock Options in shares of our Common Stock, indb@mer 2005 all non-employee Directors electeddeive all payouts of such stock-
based awards granted to them under the DirectoriRleash. Accordingly, if and when made, the gaesyout of each outstanding Stock
Option award under the Director Plan will be an amaqual to the difference between the closingegpoif the Common Stock on the last
business day before the payment date and the s&eydce of the Stock Option award.

Directors Legacy Program. Under our Directors Legacy Program we will makéharitable donation on each Director’s behalf otap
$1,000,000. Each donation can be allocated to fipgajualifying institutions or organizations dfet Director’s choice upon his or her death.

To qualify to receive a donation, a recommenmeipient must be an educational institution orrithble organization which can receive
tax-deductible donations under the Internal ReveDoe.

The Directors Legacy Program has no direct corsaiion value to Directors or their families beeatiey do not receive any cash
compensation or tax savings. Directors vest irfilelonation in five equal annual installments$@00,000, and therefore must serve on the
Board for five consecutive years to be able to tivttze maximum amount.

We fund the Directors Legacy Program throughiliisurance contracts we maintain on the liveb@fparticipating Directors. The life
insurance proceeds are expected to equal ouracasiintain the program.
Copies of Governance Principles, Ethics Policy anBoard Committee Charters

Copies of our Governance Principles, Ethicsdyddind all Board Committee Charters can be viewedra downloaded from our website
http://www.kbhome.com/investor/main. Stockholde@ymequest free print copies of our Governancecifries, Ethics Policy and Board
Committee Charters by writing to the Corporate 8eay at the address on page 9 above under thinge&bmmunications with the Board.”
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PROPOSALS TO BE VOTED ON

PROPOSAL 1:
ELECTION OF DIRECTORS

At the Annual Meeting, the Board of Directorsl wresent as nominees and recommend to stockisttiat Messrs. Karatz, Jastrow and
McCaffery and Ms. Lora be elected as Class Il Doecto serve for a three-year term ending at 68922nnual Meeting. Each nominee is
currently a Director, is standing for re-electibas consented to being nominated and has agreedv® as a Director if elected. Should any
of these nominees become unable to serve as ad@iggor to the Annual Meeting, the persons namedhe enclosed Proxy Card will,
unless otherwise directed, vote for the electiosuwth other person as the Board of Directors megmenend in place of such nominee.

Vote Required

The election of each Director nominee will reguhe affirmative vote of a plurality of sharesGdmmon Stock present or represented ¢
Annual Meeting.

Your Board recommends a vote FOR the election to thBoard of each of the following nominee# brief summary of each nominee’s
principal occupation, recent professional experesed their directorships at other public comparifesy, is provided below.

Bruce Karatz, age 60, has been Chairman of the Company sincedr@®&hief Executive Officer since 1986. Mr. Kar@giined the
Company'’s predecessor in 1972, and from 1976 thrd®80 was President of its French homebuildingisiidry, Kaufman & Broad S.A.
From 1980 until the formation of the Company in @9BIr. Karatz was President of Kaufman and Broaddbepment Group. Mr. Karatz is a
director of Honeywell International Inc., Edisonidmational, and Kaufman & Broad S.A. Mr. Karatz liieeen a Director of the Company
since 1986.
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Kenneth M. Jastrow, Il, age 58, has been Chairman and Chief Executive @fiit Temple-Inland Inc. since 2000. Prior to that,
Mr. Jastrow served as President and Chief Oper@ifiger in 1998 and 1999, Group Vice Presidentrfrb995 until 1998, and

as Chief Financial Officer of Temple-Inland from Wanber 1991 until 1999. Mr. Jastrow is also a direof MGIC Investment
Corporation. He joined the Board of Directors incBmber 2001.

Melissa Lora, age 43, is the Chief Financial Officer of Taco Bedrp., a position that she has held since 2001 s joined
Taco Bell Corp. in 1987 and has held various pasitithroughout the company, most recently actingexgonal Vice President
and General Manager from 1998 to 2000 for Taco'8eferations throughout the Northeastern UnitedeSt Ms. Lora joined
the Board of Directors in April 2004.
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Michael G. McCaffery, age 52, is President and Chief Executive OfficethefStanford Management Company, which was estadiin
1991 to manage the $10.9 billion endowment of St@hBniversity’s financial and real estate investtr@ssets. Previously, Mr. McCaffery
was Chairman and Chief Executive Officer of RolmrtStephens Investment Bankers, a position hediede 1993. Mr. McCaffery is a

director of Western Technology Ventures, The Investt Fund for Foundations, RS Investment Trustisiadmember of the Advisory Board
of Accel Ventures. Mr. McCaffery joined the BoardQirectors in July 2003.
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Listed below are our other incumbent Directard their respective principal occupations, busirskations and other information for at
least the past five years.

Ron Burkle, age 53, is the founder and managing partner ofYilmaipa Companies, a private investment firm basesbuthern California.
Yucaipa specializes in acquisitions, mergers andagament of large retail, manufacturing and distiim companies. Mr. Burkle has served
as Chairman of the Board and controlling sharehaiflaumerous companies including Alliance Entemagnt, Dominick’s, Fred Meyer,
Ralphs and Food4Less. He is currently a membédreobbard of Occidental Petroleum Corporation, Yahoo and Kaufman & Broad S.A.,
the Company’s publicly-traded French subsidiary.hide been a Director of the Company since 199%hancdurrent term expires in 2007.

Timothy W. Finchem, age 58, has been Commissioner of the PGA TOUR 4i884. He joined the TOUR staff as Vice Presidént o
Business Affairs in 1987, and was promoted to Dgg@gdmmissioner and Chief Operating Officer in 1989. Finchem served in the White
House as Deputy Advisor to the President in théec®ff Economic Affairs in 1978 and 1979, and ia #980’s co-founded the National
Marketing and Strategies Group in Washington, M€ joined the Company’s Board in May 2005 and hisent term expires in 2008.

15




Dr. Ray R. Irani, age 71, is Chairman, President and Chief Exec@fieer of Occidental Petroleum Corporation. Henxd Occidental in
1983 as Chairman and Chief Executive Officer ofi@eatal Chemical Corporation, an Occidental subsidiand as Executive Vice Presid
of Occidental. In 1984 he was elected to the Badidirectors of Occidental and was named PresidadtChief Operating Officer. He
assumed the responsibilities of Chairman and &wetutive Officer in 1990, and the additional piasitof President in 2005. Dr. Irani was
Chairman of the Board of Directors of Canadian @ental Petroleum Ltd., an Occidental affiliatenfird987 to 1999. Dr. Irani is a directot
Lyondell Chemical Company and Kaufman & Broad Sthe, Company’s publicly-traded French subsidiany.lEani has been a Director of
the Company since 1992 and his current term expir2807.

James A. Johnsonage 62, has been Vice Chairman of Perseus LLC ralraet banking and private equity firm, since 20612000,

Mr. Johnson served as Chairman and Chief Exec(iffieer of Johnson Capital Partners, a private gtwent company. Mr. Johnson was
employed by Fannie Mae from 1990 through 1999, eiherserved as Vice Chairman in 1990, ChairmarCiref Executive Officer from
1991 through 1998 and Chairman of the Executive @ittee of the Board in 1999. He serves on the mafdannett, Inc., Target
Corporation, UnitedHealth Group, The Goldman Sdsfwup, Inc., and Temple-Inland Inc. Mr. Johnson Isn a member of the Board of
Directors since 1992 and his current term expine2008.
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J. Terrence Lanni, age 63, has been Chairman of MGM MIRAGE since 1985, and Chief Executive Officer from June 199B&xember
1999, and since March 2000. Before joining MGM MIBE, Mr. Lanni was President and Chief Operatingd@ffof Caesars World, Inc.
from April 1981 to February 1995. Mr. Lanni has beeDirector of the Company since 2003 and hiseruirterm expires in 2008.

Leslie Moonvesage 56, has been President and Chief ExecutiveddfiCBS Corporation since December 2005 when Mialew. was split
into two separate companies. From 2004 until trecdin Inc. separation, Mr. Moonves served as Coid&neisand Co-Chief Operating
Officer, Viacom Inc. and Chairman of CBS. He wasvalted to the position of Chairman and Chief Exgeubfficer, CBS in 2003 with
responsibility for UPN after serving as Presidemt &hief Executive Officer, CBS Television since@89Mr. Moonves joined CBS in 1995
as President, CBS Entertainment. Prior to that,Nronves was President of Warner Bros. Televisiomf1993, when Warner Bros. and
Lorimar Television combined operations. From 19893, he was president of Lorimar Television. Mr.dvees has served on the Board
since 2004 and his current term expires in 2007.
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Luis G. Nogalesage 62, is the Managing Partner of Nogales InvestdrC, a private equity investment firm. He wasatiman and Chief
Executive Officer of Embarcadero Media, Inc. fro892 to 1997, President of Univision Communicatidns,, from 1986 to 1988, and
Chairman and Chief Executive Officer of United Rregernational from 1983 to 1986. He is a direcEdison International, Southern

California Edison, Arbitron, and Kaufman & BroadA\S.the Company’s publicly-traded French subsididly. Nogales has been a Director
of the Company since 1995 and his current termregpn 2007.
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PROPOSAL 2:
APPROVAL OF AN AMENDMENT TO THE AMENDED CERTIFICATE OF INCORPORATION OF
KB HOME TO DECREASE THE NUMBER OF AUTHORIZED SHARES OF KB HOME
COMMON StocK FROM 300,000,00HARES TO 290,000,006HARES

The Board of Directors proposes to amend ouedaed Certificate of Incorporation to decreasentimaber of authorized shares of our
Common Stock from 300,000,000 shares to 290,000;ba¢tes.

This proposal fulfills a commitment we made iMarch 17, 2005 letter to stockholders in connectidth a proposal made at our 2005
Annual Meeting to increase the authorized sharesio€ommon Stock from 100,000,000 shares to 300000 shares (the “2005 Propogal”
The primary purpose of the 2005 Proposal was tmjpers to pursue a two-for-one stock split in thenf of a stock dividend to stockholders
and to provide us with sufficient authorized shdoesther appropriate future corporate purposgsiescribed in the 2005 Proposal.

If stockholders approved the 2005 Proposal, eenitted to propose that stockholders authorizhiatAnnual Meeting the reduction of the
number of authorized shares of our Common Sto@0®000,000 shares. We also committed not to issaees of our Common Stock that
would cause the total number of outstanding sharegceed 290,000,000 shares before the datesoAtiiual Meeting without first obtainil
stockholder approval.

Stockholders approved the 2005 Proposal andfeeted a two-for-one stock split of our Common&tin the form of a stock dividend on
April 28, 2005. As of the filing date of this Pro8tatement, we have not issued shares of our ConStumk to cause the total number of
outstanding shares to exceed 290,000,000 sharsyexdo not intend to do so prior to the date efAlmnual Meeting.

In order to fulfill our commitment, the Boardaated the following proposed amendment to our Anedn@ertificate of Incorporation at its
February 9, 2006 meeting, subject to stockholdpr@aml, and declared the proposed amendment to\isadle:

RESOLVED, that the Amended Certificate médrporation of the Corporation be amended to @ser¢he authorized shares of
Common Stock and for this purpose Paragraph (A)tafle Fourth thereof shall be struck out in itstieety and shall be replaced with the
following new Paragraph (a) of Article Four

FOURTH: (a) The total number of sharesto€k which the Corporation shall have authorityssue is 325,000,000, consisting of
290,000,000 shares of Common Stock, par value §ieb8hare (the “Common Stock25,000,000 shares of Special Common Stock
value $1.00 per share (the “Special Common Stoakt) 10,000,000 shares of Preferred Stock, par &0 per share (the “Preferred
Stocl”).

Current Capital Structure

As of the February 14, 2006 record date 93,13shares of our Common Stock were issued andamtisty, including 12,981,680 shares
held by our Grantor Stock Ownership Trust and ediolg 21,020,516 shares of Common
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Stock held in treasury. There were 13,268,412 shafr€ommon Stock reserved for issuance upon eseeafioutstanding stock options and
stock options and stock awards that may be grantde future under our equity compensation andrtige plans. Accordingly, there are
172,530,934 authorized shares of Common Stock ilyravailable for issuance. There are no shar&petial Common Stock or Preferred
Stock currently outstanding.

Impact of Proposed Amendment

The proposed amendment would decrease thentatber of authorized shares of our Common Stock®§00,000 shares. The proposed
amendment would not change any of the currentgighd privileges of our Common Stock or its paugaln addition, the proposed
amendment would not in any way limit our abilityuse the authorized shares of our Common Stoc&dpropriate future corporate purposes
(which would not require further stockholder actmmapproval), including paying future stock dividis, raising capital through Common
Stock offerings, funding future employee beneférpbbligations and issuing Common Stock in acdaisstor other strategic transactions.

The proposed amendment would also not limitiy &ay our ability to use the authorized sharesuwfCommon Stock to oppose hostile
takeover attempts or to delay or prevent a chamgentrol of us. We have no present intention $oésor use shares of our Common Stoc
such purposes, and we are not currently awareyofakeover attempt or potential change of control.

Based on the foregoing and our prior commitmigrg,Board believes it is desirable and in our amdstockholders’ best interests at this
time to adopt the proposed amendment to reducauthorized shares of Common Stock from 300,000sb@des to 290,000,000 shares.
Vote Required

Approval of the proposed amendment to our Amdr@ertificate of Incorporation requires an affirimatvote of a majority of all
outstanding shares of our Common Stock.

Your Board recommends a vote FOR the approval of th proposed amendment to our Amended Certificate dhcorporation.
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PROPOSAL 3:
APPROVAL OF THE AMENDED AND RESTATED KB HOME 1999 NCENTIVE PLAN

On February 9, 2006, the Board of Directorspaeld the Amended and Restated KB Home 1999 IneeRtian (the “Amended Plan”),
subject to its approval by our stockholders. TheeAided Plan amends and restates our existing 1888tiwe Plan (the “1999 Plan”). The
1999 Plan has not previously been approved bytogkiolders.

The Amended Plan does not increase the numbsranés of our Common Stock that are availablgifant under the 1999 Plan and does

not extend the original term of the 1999 Planpipved by stockholders, the Amended Plan wouldenth& following material changes to
the 1999 Plan:

« it would reduce the cost of the 1999 Plan to ooclkgtolders, as measured by the value of the etraitygferred to employees through eq
compensation awards (hereinafter, “stockholder value transt), by:

o reducing the maximum stock option term from 15 @oygars

o prohibiting the grant of “reload” stock option&€. , grants to replace shares tendered by participatinployees (“participants”) in
connection with stock option exercise

o prohibiting the return of shares tendered by pigdicts in connection with stock option exerciseskliato the reserve of shares avail:
for grant under the Amended Plan (“share resen”);

° in the case of grants of restricted stock and dtfudirvalue awards,” reducing the Amended Plarfisi® reserve by a factor of 1.25 to
1.00, rather than 1.00 to 1.C

° imposing minimum vesting requirements for restdcséock awards
o deducting from the share reserve all Stock ApptiericRights (SARS) granted, not just net shareseidd; anc
o prohibiting dividend equivalent payments from beattached to stock option awards or SA

« it would restrict transfers of awards by particifsato only family members or to participant or fintrusts;

« it would include executive officers as individualggible to receive awards; ai

« it would allow us to deduct for federal income taxposes performance-based cash and equity contjpengaid under the Amended Plan
pursuant to Section 162(m) of the Internal Revebade of 1986, as amended (“Code”).

The Amended Plan is being submitted to stockdrslto comply with the stockholder approval requieats of the New York Stock
Exchange with respect to equity compensation pdauaisto allow us to deduct for federal income tasppses the performance-based cash anc
equity compensation that is paid under the AmerRlad pursuant to Section 162(m) of the Code.

Generally, Section 162(m) allows us to deducféderal income tax purposes a maximum of $1 amlbf the annual compensation paid to
each
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of our Named Executive Officers (as defined belawpage 30), excluding compensation that constitlgeslified performance-
based compensation.” “Qualified performance-basedpensation” is compensation paid for the achieveragpre-established
performance goals set by a committee of the BoaRirectors pursuant to the terms of and the tygfgserformance goals
permitted under an incentive plan that has beenoapd by our stockholders. Unless certain condgtiare met, the performance
goals provided in the incentive plan must be apgddyy stockholders every 5 years.

In prior years, we have paid “qualified performia-based compensation” under our Performance-Basedtive Plan for Senior
Management and our 2001 Stock Incentive Plan. Hewekie Section 162(m) performance goals undeethkms were last approved by our
stockholders in 2001, and cash and equity awardsruhese plans generally will not qualify as “dfiedl performance-based compensation”
under Section 162(m) after the 2006 Annual Meeting.

If stockholders do not approve the Amended Plan:
« the 1999 Plan will continue in full force in accartte with its terms as they are now in effect,

«we will not be able to deduct for federal income parrposes the payment of cash bonuses and cerpaa of equity compensation that
would otherwise constitut“ qualified performanc-based compensati” under Section 162(m) of the Coc

The following summary of the main features @& kmended Plan is qualified in its entirety by toenplete text of the Amended Plan,
which is included with this Proxy Statement at Altment C.

PLAN SUMMARY

Term

If approved by stockholders, the Amended Pldhbeicome effective on the date of such approvalril, 2006, if approved on the
scheduled date of the Annual Meeting) and will exin April 2, 2009. No award may be made undePimended Plan after its expiration
date, but awards made prior thereto may extendrizkifmat date.

Administration

The Amended Plan will be administered by the &ggment Development and Compensation CommitteeedBoard of Directors or a
successor Board committee (the “Committee”), whidhbe comprised of at least two directors, eatiwbom qualifies as an “outside
director” pursuant to Section 162(m) of the Cod&nan-employee director” pursuant to Rule 16b @& Becurities Exchange Act of 1934, as
amended (the “Exchange Act”), and an “independerttbr” under the rules of the New York Stock Eanfe. In addition, the Board may at
any time exercise any rights and duties of the Cataeunder the Amended Plan except with respectatters which under Section 162(m)
of the Code or Rule 16b-3 under the Exchange Petequired to be determined in the sole discraticthe Committee.

The Committee will have full authority to integb the Amended Plan and any award or agreemeng onadker the Amended Plan and to
establish rules for its administration. The Comedtwill have the authority to select the individuato will participate in the Amended Plan,
to determine the types of awards to be granted¢h participant, to determine the number of awsodse granted and the number of share
be covered by awards, to determine the terms anditdans of any award and to determine whether dwaray
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be settled or exercised in cash, shares, otherisesuother awards or other property, or cancdiedeited or suspended.
However, the Committee will not have the authotityaccelerate the vesting or waive the forfeiturany “performance-based
awards” (as defined below under the heading “Awards

Eligibility

Awards may be made under the Amended Plan tgarson who is an employee. As of January 31, 20@6ad approximately 6,700
employees.

Shares Available for Grant and Limitation on Awards

The shares of Common Stock available for gransyeant to the Amended Plan will include any shérasare available or may become
available for grant under the 1999 Plan as of tite df stockholder approval of the Amended PlachS&hares may be authorized and
unissued shares or shares we purchase in the ogrdetror otherwise.

The Amended Plan’s share reserve will be redbbgetl 25 shares (compared to 1.00 share undel9®@@ Rlan) for each share granted
pursuant to any full value awara.(., a grant of restricted stock), thus lowering thektmlder value transfer cost of the Amended Plan
relative to the 1999 Plan. The Amended Plan’s steserve will be reduced by 1.00 share for eachesipanted pursuant to any stock option
or stock appreciation right award.

To the extent that an award terminates, expiréapses for any reason, or is settled in caghshiares subject to the award may again be
available for new grants under the Amended Plafik&ithe 1999 Plan, however, the Amended Plan pitthshares tendered or withheld to
satisfy the grant or exercise price of or incomewi#hholding obligation pursuant to an award froging available for a subsequent grant
under the Amended Plan. This feature reduces tioklsblder value transfer cost of the Amended Pddattive to the 1999 Plan, which
contains no such prohibition.

The number of shares available for grant pursteathe Amended Plan will be appropriately adjddty the Committee in connection with
certain changes to our capital structure, includirgjock dividend, stock split, combination or exope of shares, merger, consolidation, spin-
off or recapitalization.

The maximum number of shares that may be grgniezliant to one or more awards to a participargyaunt to the Amended Plan during
any fiscal year will generally be 1,000,000. Thexmmaum amount of cash compensation payable purgoamie or more awards under the
Amended Plan in any fiscal year to any individuidles than the Chief Executive Officer may not ext&8 million; cash awards to the Chief
Executive Officer may not exceed $5 million in discal year.

Awards

The 1999 Plan provides for the grant of mpradified stock options, performance stock, restdcstock and stock unit awards. The Amer
Plan enables us to also grant cash bonuses, ineesttick options, stock appreciation rights an@ogitock-based awards. In addition, the
Amended Plan allows the Committee to qualify awantther than options as “qualified performance-basedpensation” under Section 162
(m) of the Code (such awards are hereinafter rfieio as “performance-based awards” and are deschiblow under the heading
“Performance-Based Compensation”). The Committdiehaive the authority to cancel any award in coesition of a cash payment or
alternative award equal in value to the fair masiedtie of the canceled award, subject to certadphipitions contain in the Amended Plan.
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Each award granted under the Amended Plan withlidenced by an award agreement that will spéledyterms and conditions of such
award. No determination has been made as to thes typamounts of awards that will be granted toleyags pursuant to the Amended Plan.

Cash Bonuses

Unlike the 1999 Plan, the Amended Plan autherike Committee to award cash bonuses that witbipéingent on the attainment of
performance goals established by the Committeéimglto performance criteria for a specified datefsperiod(s) determined by the
Committee. Any cash bonus paid to a “covered engabwithin the meaning of Section 162(m) of the €edll be a performance-based
award intended to qualify under Section 162(m).

Stock Options

Stock options, including “incentive stock optighas defined under Section 422 of the Code, amdjualified stock options that do not
qualify for special income tax treatment, may banged pursuant to the Amended Plan. The exercise of all stock options granted
pursuant to the Amended Plan will not be less @096 of the fair market value of a share on the dégrant. The Committee will determ
the methods by which stock options may be exercised

The maximum term of a stock option award untderAmended Plan is 10 years, which is lower thanlhyear maximum term permitted
under the 1999 Plan. Reduction of the maximum stqtion award term from 15 years to 10 years resltive Amended Plan’s stockholder
value transfer cost relative to the 1999 Plan.

With certain exceptions, incentive stock optigeserally may be exercised only by the optioneeindentive stock option may be granted
to any participant who owns more than 10% of @bksks of shares as of the date of grant unlegxéneise price is at least 110% of the fair
market value at the time of grant and the optioexisrcisable for no more than 5 years from the dhggant.

With respect to stock option awards, unlike1889 Plan,

«the Amended Plan’s definition of “fair market valuefers to objectively determinable informatior.g. , the closing price of a share of
Common Stock as reported in iWall Sreet Journal );

« the Amended Plan prohibits the attachment of divilequivalent payments to such awa

«the Amended Plan prohibits participants from payhgexercise price of an option with a loan frosrou with a loan arranged by us in
violation of Section 13(k) of the Exchange Act; ¢

«the Amended Plan prohibits the Committee from gnagntreload” options to any participant to replateres tendered in connection with
the exercise of a stock optic

Stock Appreciation Rights

A stock appreciation right is the right to re@epayment of an amount equal to the excess dathenarket value of a share of Common
Stock on the date the right is exercised over glirenfiarket value of a share of Common Stock orddie the right is granted, subject to any
limitations the Committee may impose and any applie income tax withholding. Payment of such amanay be made in cash, in shares or
a combination of both, as determined by the ConemitThe Amended Plan prohibits the attachmentvidieind equivalent payments to stock
appreciation right awards.
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Restricted Stock

A restricted stock award is the grant of shénas may be subject to substantial risk of forfiedtuntil specific conditions are met. The
restrictions will lapse in accordance with a schedu other conditions determined by the Committéaike the 1999 Plan, the Amended
Plan imposes a minimum vesting requirement undéctwtestrictions on shares of a restricted stochrdvgenerally will lapse in three equal
annual installments from the date of grant, unteedapsing of the restrictions is tied to our perfance (or the performance of one or mo
our business units), in which case the Committeg desermine to have the restrictions lapse aftgedr from the date of grant. The
imposition of minimum vesting requirements on rietdd stock grants reduces the stockholder vahrester cost of the Amended Plan
relative to the 1999 Plan, which does not imposemamimum vesting requirement. Except as otherwisermined by the Committee, upon
termination of a participant's employment, resetstock held by the participant that is at thaetsubject to restrictions generally will be
forfeited.

Other Stock-Based Awards

The Committee will have the authority to graweads that are not described above and that aatedelo shares of our Common Stock.
These other stock-based awards may include perfarenshares and stock units. Performance sharebenilenominated in a number of
shares of our Common Stock and may be linked tfiopaance criteria on a specified date(s) or peapd{ time as determined by the
Committee. Stock units will be valued, in wholeimpart, based on the fair market value of our Cami8tock on the date of grant, and each
stock unit will consist of a bookkeeping entry megenting an amount equivalent to the fair markktevaf one share of our Common Stock.
Payments with respect to these other stock-basatdawvill be made in cash, shares of our CommookSioa combination of both, as
determined by the Committee.

These other stock-based awards will generally ba exercisable or payable while the particigarsn employee.

Performance-Based Compensation

Unlike the 1999 Plan, the Amended Plan provitlasthe Committee may grant cash bonuses, stquieaiation rights, restricted stock,
performance shares, stock units and other stookebawards to employees who are or may be “covergdogees” within the meaning of
Section 162(m) of the Code that are intended tdifsjues performance-based awards. Generally, agiygaint who is or who may be a
“covered employee” may only receive payment foeggrmance-based award if such participant is eyguldoy us on the date of payment
and if the performance goals for the applicabléquarance period are achieved. These performands gusst be based on one or more of
following performance criteria: economic value-addgales or revenue, net income (either befordter imterest, taxes, depreciation and
amortization), operating earnings, cash flow, désl return on capital, return on net assets, retur stockholders’ equity, return on assets,
return on capital, stockholder returns, return @es return on investments, productivity, expensagins, operating efficiency, customer
satisfaction, working capital, earnings per shprige per share, market share, unit volume, nessahd service quality. These performance
criteria may be measured in absolute terms or agaced to any incremental change or as companesbsidts of a peer group.

With regard to a particular performance peribé, Committee will have the discretion to seleetléngth of the performance period,
designate covered
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employees, select the performance criteria apdicabthe performance period, establish the peréorre goals and amounts of such awards,
and specify the relationship between the perforramiteria and the performance goals and the arsmfrguch awards to be earned by each
covered employee. The Committee may reduce or rditei(but not increase) the amount payable undawand at a given level of
performance.

Change of Ownership

Except as otherwise provided in any applicaklard agreement or other written agreement betwsemd a participant, if a change of
ownership (as defined in the Amended Plan) occoglsaaparticipant’s awards are not converted, asdumeeplaced by a successor entity,
then immediately prior to the change of ownershigh awards will become fully exercisable andatleiture restrictions on such awards-
lapse.

Transferability of Awards

Generally, awards granted under the Amended iRnnot be transferred or encumbered by a paatitjmther than by will or the laws of
descent and distribution and except by gift or mestic relations order to members of the partidigefamily or to trusts or other entities
whose beneficiaries or beneficial owners are thiégigant or members of the participant’s familyiftvout the approval of our stockholders.
Amendment

The Committee, subject to approval of the Boardy terminate, amend or modify the Amended Plamgttime. However, stockholder
approval will be sought:

« to the extent necessary and desirable to complyaviyy applicable law, regulation or securities exaje rule; an
« for any amendment to the Amended Plan t

o increases the number of shares available undexrttended Plan (other than any adjustment permityetthéd Amended Plan in
connection with certain changes to our capitalcstme);

o permits the Committee to grant stock options witlegercise price that is below fair market valudtmndate of gran
o permits the Committee to extend the exercise pdapdn option beyond 10 years from the date ohgrar
> expands the class of persons who are eligible tiicgeate in the Amended Pla
In addition, unlike the 1999 Plan, the Amendé&hP
« prohibits any amendment of a stock option to redbiegper share exercise price below the per shareise price as of the date of gre

« except to the extent permitted in connection wéhain changes to our capital structure, prohibisgranting of a stock option award in
exchange for, or in connection with, the canceallatir surrender of a stock option having a higlerghare exercise price; a

« provides that if the Committee determines thatamgrd may be subject to Section 409A of the Codkralated Department of Treasury
guidance, the Committee may take any actions tligiems necessary to exempt the award from Set@i®A or to comply with the
requirements of Section 409
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FEDERAL INCOME TAX CONSEQUENCES

The following summarizes in brief the principiited States federal income tax consequences wodent federal income tax laws rele
to awards under the Amended Plan. This summary wloiggurport to be a complete analysis of all ef plotential tax effects of the Amended
Plan. This summary is based upon laws, regulatiatisgs and decisions now in effect, all of whate subject to change. No information is
provided with respect to foreign, state or locallews, or estate and gift tax considerations.

Tax Deductibility and Section 162(m) of the Code

Subject to stockholder approval, the Amended Blavides that certain awards may qualify for‘ttpealified performance-based
compensation” exception to the $1 million annualwibility limit of Section 162(m).

Cash

The amount of cash received by a participarggsiired to be recognized by such participant dsary income subject to income tax
withholding and we will generally be allowed a detion of that amount, subject to the limitationsSafction 162(m) of the Code with respect
to covered employees.

Stock Options

Nonqualified stock options. A participant receiving a nonqualified stock optimes not recognize taxable income upon grant. Wnen
nonqualified stock option is exercised, the pguaiait will recognize ordinary income equal to thiéedence between the fair market value on
the exercise date and the exercise price. We @dkive a deduction equal to the amount of ordim@yme recognized by the participant. The
participant’s basis in the shares acquired uporncese=of an option is equal to their exercise ppgles the ordinary income recognized upon
exercise. Upon subsequent disposition of the shtregparticipant will recognize capital gain osdpwhich will be short-term or long-term,
depending upon the length of time the shares weldedince the date the nonqualified stock optios @seercised.

I ncentive stock options. A participant receiving an incentive stock optioifl wot recognize taxable income upon grant. Aduditlly, if
applicable holding period requirements are metptticipant will not recognize taxable incometst time of exercise. However, the excess
of the fair market value of the shares received tve option price is an item of tax preferenceome potentially subject to the alternative
minimum tax. If stock acquired upon exercise ofraxentive stock option is held for a minimum of tyears from the date of grant and one
year from the date of exercise, the gain or lassui amount equal to the difference between therfarket value on the date of sale and
exercise price) upon disposition of the stock Wéltreated as a long-term capital gain or loss yvandill not be entitled to any deduction. If
the holding period requirements are not met, thertive stock option will be treated as one whioksinot meet the requirements of the C
for incentive stock options and the tax consequendescribed for nonqualified stock options will Bpp

Restricted Stock

No taxable income generally is realized by digigant and no deduction generally is availablesaipon the grant of shares of restricted
stock, which are subject to a substantial riskoofeiiture within the meaning of Section 83 of thed€. Upon the lapse of either of such
restrictions, the excess of the fair market valusuch stock at such time over the amount paiddich stock, if any, will be ordinary income
to the participant subject to
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income tax withholding and we will generally beoalled a deduction at that time, subject to the &tions of Section 162(m) of
the Code with respect to covered employees.

If the participant so elects under Section 88(ithin 30 days of a grant of restricted stock, éixeess of the fair market value of such stock
at such time over the amount paid for such std@qy, will be ordinary income to the participanbgect to income tax withholding and we
will generally be allowed a deduction at that tiriféhe participant subsequently forfeits the nestd stock, any loss realized by the
participant will be a capital loss and will be It to the amount, if any, paid for the stock. Bhepuld be no additional tax consequences to
either the participant or us upon the lapse ofii&ins with respect to such stock.

Other Awards

The current federal income tax consequencethef awards authorized under the Amended Plan gkyéollow certain basic patterns:
stock appreciation rights are taxed and deduciibeibstantially the same manner as nonqualifiecksbptions; the fair market value of any
shares of Common Stock or other property a pagittipeceives in connection with performance shatesk units or other stock-based
awards are includible in income in the year reagi@emade available to the participant without saial limitations or restrictions. In each
of the foregoing cases, we will generally be alldveecorresponding deduction at the time the pa#iti recognizes income, subject to the
limitations of Section 162(m) of the Code with respto covered employees.

Other Tax Considerations

Awards that are granted, accelerated or enhamoew the occurrence of a change in control mag gse, in whole or in part, to excess
parachute payments within the meaning of Secti@G28f the Code to the extent that such paymentenvaggregated with other payments
subject to Section 280G of the Code, exceed thigdliimns contained in that provision. Such excesaghute payments are not deductible by
us and are subject to an excise tax of 20 pera@yghpe by the recipient.

ADDITIONAL INFORMATION

As of February 14, 2006, we have 2,494,485eshegmaining available for grant under the 1999 Btad, if approved, the Amended Plan
(subject to any grants, cancellations or forfegurader the 1999 Plan in the ordinary course poithe date of stockholder approval).

VOTE REQUIRED

Approval of the Amended and Restated KB Hom@91l&icentive Plan requires the affirmative voteéhaf majority of shares of Common
Stock present or represented, and entitled totheteon, at the Annual Meeting.

Your Board recommends a vote FOR the approval of th Amended and Restated KB Home 1999 Incentive Plan.
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PROPOSAL: 4
RATIFICATION OF INDEPENDENT AUDITORS

The Audit and Compliance Committee of the BaafrBirectors has appointed Ernst & Young LLP asiadependent registered public
accounting firm to audit our consolidated finanattements for the fiscal year ending Novembe2806. During fiscal year 2005, Ernst &
Young LLP served as our independent registeredg@abtounting firm and also provided certain othedit related services. See
“Independent Auditor Fees and Services” on pagkedw. Representatives of Ernst & Young LLP areeeted to attend the Annual
Meeting, be available to respond to appropriatestioies and, if they desire, to make a statement.

Although not required by our charter or bylaws, are seeking stockholder ratification of ErnsY&ung LLP as our independent registered
public accounting firm. We are doing so, as we hdwee in prior years, because we believe it is tienaf good corporate governance. If the
stockholders do not ratify the appointment, the iladd Compliance Committee will reconsider whettoeretain Ernst & Young LLP, but
still may retain them. Even if the appointmentasfied, the Audit and Compliance Committee, indiscretion, may change the appointment
at any time during the year if it determines thattsa change would be in our and our stockholdest interests.

Vote Required

Approval of the ratification of the appointmeftErnst & Young LLP as our independent public asting firm for the fiscal year ending
November 30, 2006 requires the affirmative votéhefmajority of shares of Common Stock preseneprasented, and entitled to v
thereon, at the Annual Meeting.

Your Board recommends a vote FOR the ratification 6the appointment of Ernst & Young LLP as our independent registered
public accounting firm for the fiscal year ending November 30, 2006.
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BENEFICIAL OWNERSHIP OF KB HOME STOCK

Directors and Management

The following table lists, as of February 27080the beneficial ownership of our Common Stoclehgh Director, each Director nominee
and each of the executive officers named in therBam Compensation Table (the “Named Executive ©fft) individually, and by all
Directors and executive officers as a group. Exesptated in footnote (d) below, beneficial owhigrss direct and the person indicated has
sole voting and investment power over his or haret No Director, Director nominee or executiviicef owns more than 1.0% of our
Common Stock, other than Mr. Karatz, who owns axipnately 4.4%, and Jeffrey T. Mezger, who owns agpnately 1.8%. As a group, all
of our Directors, Director nominees and executiffeers own in the aggregate approximately 8.6%wf Common Stock.

Amount and Nature of

Name of Beneficial Owner Beneficial Ownership(a— d)
Ronald W. Burkle 1,00(
Timothy W. Finchen 0
Dr. Ray R. Iran 24,00(
Kenneth M. Jastrow, | 0
James A. Johnsc 0
Bruce Karat: 4,102,63
J. Terrence Lanr 0
Melissa Lors 2,027
Michael G. McCaffery 0
Leslie Moonves 0
Luis G. Nogale: 7,40(
Jeffrey T. Mezge 1,692,15!
Robert Free( 137,71
Jay Moss 204,82¢
James D. Widne 96,77¢
All Directors, Director nominees and executive odfis as a group (27 peop 8,002,26.

(&) Based on elections made in December 20051adheemployee Directors will receive cash payoutsafbStock Option and Stock Unit
awards granted to them under the Director Pladgeasribed on pages 10-11 above. As of Februar@@g, the
non-employed®irectors held aggregate Stock Option and Stock &lmards in the following amounts: Mr. Burkle 15822 Mr. Finchen
1,712;

Dr. Irani 90,184; Mr. Jastrow 25,468; Mr. Johns@&®,B78; Mr. Lanni 13,962; Ms. Lora 11,998; Mr. Mdfeay 30,438; Mr. Moonves
11,998; and Mr. Nogales 47,0¢
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(b) Included are shares of Common Stock subjeattpisition within 60 days of February 14, 200®tigh the exercise of stock options
granted under our employee benefit plans in tHeviehg amounts: Mr. Karatz 2,201,451; Mr. Mezge26l2,607; Mr. Moss 67,400;
Mr. Freed 32,866; Mr. Widner 41,534; and all exeaubfficers as a group 4,597,9:

(¢) Included are awards of shares of restrictechi@on Stock in the following amounts: Mr. Karatz7136282; Mr. Mezger 248,451;
Mr. Moss 86,920; Mr. Freed 72,293; Mr. Widner 37,4@nd all executive officers as a group 2,256,!

(d) Included are beneficially owned shares of Camr8tock held in certain trusts as follows: Mr. &arholds all of the Common Stock he
beneficially owns in a trust of which he is theestrustee and sole beneficiary and over which leeotses sole voting and investment
power; Ms. Lora holds 2,027 shares of our CommatlSin a trust in which she and her spouse ar¢etessand sole beneficiaries and
over which they jointly exercise voting and investthpower; Mr. Moss holds all of the Common Stoekbeneficially owns in a trust
which he is the sole trustee and sole beneficiadyaver which he exercises sole voting and investmpewer; Mr. Widner holds all of
the Common Stock he beneficially owns in a trusvbich he is the sole trustee and sole benefi@ad/over which he exercises sole
voting and investment powe

Beneficial Owners of More Than 5 Percent

Except as stated in the footnotes, the inforomatielow shows each person or entity known to uxf &ebruary 27, 2006 to be the beneficial
owner of more than 5 percent of our Common Stock:

Amount and Nature Percent
of Beneficial of

Name and Address of Beneficial Owne Ownership (a—c) Class
KB Home Grantor Stock Ownership Tru 12,434,34 13.2%
Wachovia Bank, N.A., as Trustee,
Institutional Trust and Retirement Services
101 North Main Street
Winstor-Salem, North Carolina 271¢
FMR Corp. 10,333,54 11.1%
82 Devonshire Street
Boston, Massachusetts 021
Marsico Capital Management, LL 6,429,68 6.9%

1200 17th Street, Suite 1600
Denver, Colorado 802C

(&) The KB Home Grantor Stock Ownership Trust, Wath Bank, N.A., as Trustee (the “GSOT") holdsddlthe shares reported above
pursuant to a trust agreement in connection wighpttefunding of certain of our obligations to enygles under our employee benefit
plans. Both the GSOT and the Trustee disclaim beinebwnership of the shares reported. The Trukteseno discretion over the manner
in which the shares held by the GSOT are voted.tfittst agreement for the GSOT provit
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that, as of any given record date, employees wia Unexercised options under our employee equitypemsation plans will determine
the manner in which shares of our Common Stock imelide GSOT are vote:

The Trustee will vote the shares of our CommartiSheld in the GSOT in the manner directed by dhaligible employees who submit
voting instructions for the shares. The numberhairss as to which any one employee can directdteeis determined on a pro-rata basis
and will depend upon how many employees submingatistructions to the Trustee. Employees who k@ Rirectors are excluded frc
voting; accordingly, Mr. Karatz may not direct thate of any shares in the GSOT. If all eligible éoypes submit voting instructions to
the Trustee, the other Named Executive Officershvaive the right to vote the following share amasumthich, for each eligible Named
Executive Officer, include both the stock optioaparted above in the “Directors and Managementétahd stock options granted to
them under our employee benefit plans that do ast within 60 days of February 27, 2006): Mr. Mezt®45,606; Mr. Moss 103,266;
Mr. Freed 68,732; Mr. Widner 63,800; and all exeaubfficers as a group 3,214,018. If less thamfthe eligible employees submit
voting instructions, then the foregoing amountd b& higher. The trust agreement further providhes &ll voting instructions received by
the Trustee will be held in confidence and will betdisclosed to any person, including to

(b) Pursuant to the amendment to Schedule 13G dratediary 14, 2006 filed with the Securities andli&ange Commission by FMR Corp.,

(©

7,667,930 of the shares reported are beneficialtyenl by Fidelity Management & Research Companyneestment adviser and a
wholly-owned subsidiary of FMR Corp., as a res@ilacting as investment adviser to various investraempanies (collectively, the
“Fidelity Funds”). With respect to these shares,FEMorp., Mr. Edward C. Johnson 3d and each of ittelify Funds exercise investment
power and the Fidelity FundBoards of Trustees exercises voting power. Of lizges reported, 653,818 shares are beneficiallyedvay
Fidelity Management Trust Company, a bank and dlwbaned subsidiary of FMR Corp., as to which ea¢Mr. Johnson and

FMR Corp., through its control of Fidelity Managem@&rust Company, has investment and voting po@éthe shares reported,

620 shares are beneficially owned by Strategic #ahg, Inc., an investment advisor and wholly owslsidiary of FMR Corp. The
remaining 2,011,180 shares reported are benefi@althed by Fidelity International Limited, an inte®nt adviser and an entity
independent of FMR Corp., as to which shares Ridelternational Limited exercises sole investmamd voting powet

Pursuant to the Schedule 13G dated Februar2Q08 filed with the Securities and Exchange Corsinisby Marsico Capital
Management, LLC, an investment advisor, Marsicoit@aplanagement, LLC, reporting its beneficial owstgp as of December 31,
2005. Of the shares reported, Marsico Capital Mansnt, LLC exercises sole voting power with respe&;, 398,927 of the shares
reported.
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MANAGEMENT DEVELOPMENT AND COMPENSATION
COMMITTEE REPORT ON EXECUTIVE COMPENSATION

Compensation Philosophy and Objectives

The Management Development and Compensation Qibeenof the Company’s Board of Directors oversbesCompany’s executive
compensation programs. The Company designs itaixe@compensation programs around five key prilesipwhich together comprise the
Company’s executive compensation philosophy:

* closely link executive compensation to the creatibatockholder value
« promote stock ownership by executives to diredilynatheir interests with stockholder interes

e reward contributions that further the Company’s KBnusiness model (as described in its 2005 AnReglort on Form 10-K) by linking
individual performance goals and compensation nreaso the achievement of specific business objes]

« balance compensation elements to encourage thevachént of both short-term business plans and temg-strategic objectives with a
focus on total compensation; a

« attract, retain and motivate executives of the &aglyuality.

The Company and the Committee continually areathe annual and long-term components of the Copipanecutive compensation
programs to adhere to the foregoing compensatidasaphy, to focus on total compensation and tausmnsompetitiveness with peer
companies.

Annual compensation for each Company execusivwimposed of base salary and incentive compensatimual incentive compensation
is based on the pretax, pre-incentive profit of@menpany (or of a particular business unit) anaidividual job performance. As such, the
overall amount of annual compensation paid to @&tetve depends on the extent to which the exeeatind the Company achieve specific
performance requirements established at the begjrofithe fiscal year. Performance against thegeairements is analyzed to ensure that the
results achieved are sustainable and that the KBusihess model is being followed.

Long-term compensation is comprised of the CamgjgaUnit Performance Program and equity awardssisting of stock options and
shares of restricted stock. Equity awards are gthbased on individual performance results andlluailue for each executive grantee in step
with improved performance of the Company’s Commtotk Performance Unit awards track the Companyiauative earnings per share
and the Company'’s (or a particular business urgtgrage pretax return on investment over three pyerods.

These components of the Company’s executive eosgtion programs, which are further describedvbealeflect and support the
Company’s overall compensation philosophy by ligkihe majority of executives’ compensation to thki@avement of balanced short-term
and long-term Company and individual performancalgjoAccordingly, the Committee believes that tleenpany’s executive compensation
programs serve to motivate the Company’s executvesntinually enhance stockholder value in a neaimat maintains close alignment of
their interests with the interests of the Compamsytekholders.
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In fiscal year 2005, the Company achieved sigaift increases in unit deliveries, total revenaesl, diluted earnings per share. Unit
deliveries rose 17% from the prior fiscal year3%140, while total revenues increased 34% to $8ilidn. Diluted earnings per share
increased 67% to $9.53, establishing a new Compaaord. Pretax income in 2005 was $1.30 billion8@p6 from 2004. The Company’s
stock appreciated by 59% in 2005, exceeding the S&F the S&P homebuilding and the Dow Jones hamnsteuction indices for the year.
Because of the Company'’s focus on linking executiv@pensation to Company performance and the oreafistockholder value, the
compensation the Company paid to its executivdiséal year 2005 reflects the Company’s strongdligear 2005 results.

Compensation in Fiscal Year 2005

The following generally describes how the Compammpensated its executive officers and, in paldic the Named Executive Officers, in
fiscal year 2005. Please see the tables under tHivecCompensation” on pages 43-47 for a detgledentation of the compensation earned
by the Named Executive Officers in fiscal year 2005

Base SalariesBase salaries are compensation for an executivigieing contribution to the performance of the bassunit or units for
which he or she is responsible. In keeping withGloepany’s compensation philosophy to attract a&taim executives of the highest quality,
executive base salaries are targeted to be commpetiith average base salaries paid to executivbssaemparable responsibilities at peer
companies. In this regard, the Committee revievedyaes by the Company’s Compensation Departmenbgmaitside consultants to ensure
that base salaries remain competitive.

The Committee adjusts executive base salargsdban its assessment of each executive’s coritibtd the Company’s business and the
Company’s overall budgetary guidelines for basargahcreases. In fiscal year 2005, individual bsedary increases for the Named
Executive Officers were determined by individuatfpemance and contribution levels and averaged 3e3luding promotional increases.
Base salary increases for the Named Executive @ffiwere consistent with the foregoing base sgdngiples and Company-wide increases
in base salaries.

Annual Incentive Awards. Annual incentive awards are intended to reward etkees for improved short-term performance as messu
against specific performance criteria relativehteit respective businesses or the Compsmoyerall business results. The Company establ
performance criteria at the beginning of the fis@dr and, consistent with the key elements oftbpany’s KBnxt operational business
model, include performance in pretax profit, pretatarn on investment, unit deliveries, unit bagkloommunity count, customer satisfaction
metrics (e.g., J.D. Power rankings) and other performance harsipecific to an executive’s responsibilities.

Beginning in 2003, to promote executive stockewhip and to further motivate executives to imprthe Company’s performance on a
longer term basis in line with stockholders’ inggs the Company introduced caps on the amountrofal cash compensation paid to certain
executives, including each of the Named Executiffee€rs, and incentive amounts earned in excesseotaps are paid in restricted stock.
For fiscal year 2005, maximum cash values for ahimgantive awards were set at $5,000,000 for theefExecutive Officer (pursuant to his
Employment Agreement), $2,500,000 for the Chief@peg Officer and $1,250,000 for Regional Gen&tahagers. Restricted stock grants
paid to the Named Executive Officers for annuakirtove awards are
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reflected in the table entitled “Summary Compemsaiiable” on pages 43-44.

Long-Term Incentive Compensation.Long-term incentive compensation is generally awdrith the form of stock option grants, restricted
stock, and performance units. Stock option grantsrastricted stock awards are intended to prosiotek ownership by Company executives
as well as to motivate executives to enhance thepgaoy’s long-term stockholder value. Performandésiare intended to motivate senior
management to improve the Company’s current anddyterformance by providing incentives tied tocsed long-term performance
objectives of the Company.

As shown in the table entitled “Option/SAR Graint Last Fiscal Year” on page 45, stock optiomtgavere made in fiscal year 2005 to
each of the Named Executive Officers. Continuingactice begun in 2003, executives received agouf their equity awards in shares of
restricted stock to encourage direct share owngitshexecutives and to provide an additional rédanihcentive for members of the
executive team. Prior to 2003, long-term equity @saonsisted solely of stock option grants. Thenlid Executive Officers’ stock option
and restricted stock grants are reflected in thietantitied “Summary Compensation Table” on pad8s44.

In fiscal year 2005, the Committee also maderdsvaf Performance Units under the Unit Performd@gram, which was first
implemented in 1996. Participants in the Unit Penfance Program include all executive officers agdain other members of senior
management.

The value of Performance Units awarded undetthie Performance Program is determined over theetlyear period that the Performance
Units are outstanding by (1) the Company’s cumwéagiarnings per share and (2) the average prdiaxren investment of the specific
operations for which the participating executivedsponsible. The weighting of both factors, ad a&lthe individual performance targets for
each executive, are established on an annual lpasiee Committee. For all Performance Units awarecbrporateased executives in 20!
diluted earnings per share will determine 75% efithlue of the award and pretax return on investméhdetermine 25% of the value of the
award. For awards to division-based executivesietil earnings per share will determine 50% of #laesof the award and pretax return on
investment will determine 50% of the value of tieaed. Performance Unit payouts, if any, may be jraichsh, stock or stock equivalents, at
the discretion of Company management. Please sm&g“Term Incentive Plans — Awards in Last Fiscahi¥®n pages 46-47 for the
Performance Units granted to each Named ExecutifieeDin fiscal year 2005.

The value of Performance Units awarded undetihie Performance Program is realized, if at &ltee years after the date of award.
Performance Units awarded at the end of fiscal 2882 were paid out in cash based on results megslirough the end of fiscal year 2005.
Please see the table entitled “Summary Compensatible” on pages 43-44 for the value of the awpald to each of the Named Executive
Officers upon the vesting of their Performance Bnitfiscal year 2005.

Stock Ownership GuidelinesIn 1998, the Committee adopted an executive stagkecship policy designed to further the Company’s
strategy of closely aligning the interests of mamagnt and stockholders. The policy requires the éthExecutive Officers, as well as all
other senior corporate and divisional manageractoeve specified ownership levels of the Compa@gmmon Stock. The policy has been
updated from time to time since its adoption. Cutrtargets are ownership of stock with a value etjufive times base salary for all
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participants except Mr. Karatz and Mr. Mezger. Tdrget for Mr. Karatz is 15 times his base salamy the target for Mr. Mezger is 10 times
his base salary. The amount of our Common Stoalkently owned by each of our Named Executive Offidar exceeds their respective
ownership guidelines.

Compensation of Chief Executive Officer in Fiscal ¥ar 2005.In keeping with the Company’s compensation objestj\Mr. Karatz's
compensation is largely driven by cash and stodetd@ncentives that are directly tied to the Comfsafinancial performance. Mr. Karatz
entered into an Employment Agreement with the Camgpa 1995 for a term of six years. In 2001, theaRbof Directors amended and
restated the 1995 agreement and extended the ¢ermm fadditional seven years, until December 3082The amended and restated
Employment Agreement provides that the Board oé€tiwrs may, in its discretion, increase or decrdéisdaratz’s base salary from time to
time, provided that any decrease does not falivb&®00,000. In January 2005, Mr. Karatz's basergalas increased to $1,100,000.

Mr. Karatz also received an annual incentiveusoof cash and restricted stock for fiscal yea52@0e amount of which was determined by
formulas in his Employment Agreement that are basethe Company’s pretax, pre-incentive profit #melachievement of specific
performance hurdles. Mr. Karatz's Employment Agreatrspecifies a $5,000,000 limit on the amountistionus that may be paid in cash.
For fiscal year 2005, Mr. Karatz earned $24,0566@& this cap. Accordingly, in lieu of a cash pa&yfor this amount, Mr. Karatz received
an award of 344,800 shares of restricted stockhRBeEmployment Agreement, the number of sharesdadavas determined by the market
price of the Company’s Common Stock on Novembe2805.

In fiscal year 2005, the incentive compensagiaidl to Mr. Karatz under his Employment Agreemeaswnade under and subject to the
limitations set forth in the Company’s 2001 Stonkdntive Plan, which has been approved by the Coygpatockholders and is designed to
qualify incentive compensation in excess of $1,000,paid to the Named Executive Officers for adauction under Section 162(m) of the
Internal Revenue Code.

Under his Employment Agreement, Mr. Karatz soagntitled to receive benefits afforded to othexcetives of the Company. In fiscal year
2005, Mr. Karatz received a discretionary award,000 Performance Units under the Unit Performd@rogram in accordance with the
principles described above. He also received amchefa250,000 options and 60,000 shares of resttistock in October 2005, representing
his annual discretionary grant for fiscal 2006. Maratz also participates in the KB Home Retirenf®lah and the KB Home Death Benefit
Only Plan.

Policy on Deductibility of Compensation

The Company intends to comply with the requirete@f Section 162(m) of the Internal Revenue Gaitle respect to maintaining federal
tax deductibility for all executive compensatiorgcept in circumstances when the Management Devetapand Compensation Committee
believes that such compliance would not be in #& mterests of the Company or its stockholdeng. Company believes that all executive
officer compensation paid in 2005 met the dedudfjbiequirements of Section 162(m).
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This report is respectfully submitted by the nbens of the Committee:

Dr. Ray R. IraniChairman
Mr. James A. Johnson
Mr. J. Terrence Lanni
Mr. Leslie Moonves

Mr. Luis G. Nogales
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KB HOME
COMMON STOCK PRICE PERFORMANCE

The graph below compares the cumulative tetairn of KB Home Common Stock, the S&P Homebuildimdex, the Dow Jones Home
Construction Index, and the S&P 500 Index for tw five fiscal year-end periods.

Last Five Fiscal Years
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The above graph is based upon the Common Statkndex prices calculated as of the last tradimg liefore December 1st of the fiscal
yearend periods presented. Our November 30, 2005mgjdS8ommon Stock price on the New York Stock Excleawgs $69.77 per share. On
February 27, 2006, our Common Stock closed at $68¢0 share. The performance of our Common Stoplctigl in the graphs above
represents past performance only and is not indeaf future performance. Total return assumed3h0ested at market close on
November 30, 2000 in KB Home, the S&P 500 Indeg,$&P 500 Homebuilding Index, and the Dow Jones &l@unstruction Inde
including reinvestment of dividends.
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EMPLOYMENT AGREEMENTS, CHANGE IN CONTROL ARRANGEMENTS,
RETIREMENT AND DEATH BENEFIT PLANS

Employment Agreements

Mr. Karatz, our Chairman and Chief Executivei€#f, was employed under an Employment Agreemexttite entered into with us in 1995
that provided for a term through November 30, 200Inid-2001, the 1995 agreement was amended atated, pursuant to which, among
other things, the term of the agreement was extétideugh December 31, 2008.

For fiscal year 2005, under the terms of his Eypent Agreement, Mr. Karatz was entitled to armueentive compensation ranging from
1% to 2% of our pretax, pre-incentive income dejrgnadn the specified return on equity of the Conypiom the year. Mr. Karatz's
Employment Agreement provides that such incentoramensation will be paid 75% in cash and 25% imeshaf restricted stock, unless the
cash amount exceeds $5 million, in which case angss will be paid in restricted stock. Accordingpproximately 83% of Mr. Karatz's
fiscal year 2005 bonus was paid in restricted stBcksuant to its terms, any restricted stock g@auaonder his Employment Agreement vests
on the third anniversary of the date of grant,wailltvest earlier in the event of Mr. Karatz's deatlisability, involuntary termination without
cause or his voluntary termination for good reason.

Under his Employment Agreement, Mr. Karatz it to a specified minimum annual base salar$310,000, which is subject to annual
adjustment at the discretion of the Board of Divest Mr. Karatz is also entitled to a modified noalified retirement arrangement pursuar
which he will receive an annual pension equal 10%®f his average base salary during the finaktlyesars of his employment, payable for
25 years, if he continues his employment with usl fovember 30, 2008. If Mr. Karatz retires or lkeimployment is terminated before such
date, he will be entitled to a lesser amount purst@a defined formula. The retirement arrangenstructured so that upon Mr. Karatz’'s
death, we will recover the after-tax cost of hisreenent benefit. The retirement arrangement atsdesnplates certain benefits prior to
retirement in the event of death, disability, dclange in ownership” of us. In addition, under Braployment Agreement, Mr. Karatz is
entitled to receive other benefits generally awdrteour executives, which, in fiscal year 200%Judled a discretionary stock option and
restricted stock grant, and an award under our Baiformance Program. Please see “Compensatiohief Executive Officer in Fiscal Year
2005” in the Management Development and Compens&tanmmittee Report on Executive Compensation o 3&gabove for additional
information on compensation paid to Mr. Karatz dgrihe year.

In the event Mr. Karatg’employment with us is terminated prior to theigtpn of his Employment Agreement, Mr. Karatzhis estate, ¢
applicable, will receive the following:

«in the event his employment is terminated as dtre$his death or disability, an amount equalvto times the sum of his average annual
base salary and incentive compensation, in eaehfoashe three fiscal years prior to the dateheftermination of his employmer

«in the event his employment is terminated as dtrefan involuntary termination of his employmemthout cause or his voluntary
termination for good reason, an amount equal teettimes the sum of his average ani
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base salary and incentive compensation, in eaehfoashe three fiscal years prior to the dateheftermination of his employment; a

«in the event his employment is terminated withimi@nths following a “change of ownership,” an amoegual to three times the sum of
his average annual base salary and incentive casapen for the three fiscal years prior to the ddtthe termination of his employment.
If, in such event, Mr. Karatz is subject to an erdiax under Section 4999 of the Internal ReverageQ@vith respect to the payments or
distributions in the nature of compensation we maki@m in connection with a “change in ownershillf. Karatz is entitled to an
additional amount so as to place him in the san®-tax position he would have been in had the exeisenot applied

Upon Mr. Karatz's termination of employment anafter the expiration of his Employment Agreementipon his earlier retirement with
the consent of the Board of Directors, Mr. Kara&mployment Agreement provides that we will condéiria provide him and his family
medical and dental benefits for Mr. Karatfifetime at least equal to those which would hagen provided under our plan had Mr. Karatz
retired or otherwise terminated his employment wihIf Mr. Karatz is not eligible under the ternfsour medical and dental plans to
continue to be covered, we shall provide Mr. Kawith substantially similar coverage through otbeurces; provided, however, that the
foregoing benefits will be reduced if Mr. Karatzchbenes re-employed and to the extent he is eligibteceive comparable benefits from
another employer. In addition, at the reasonalzjaest of Mr. Karatz, we shall provide him with gpeopriate office and administrative
support commensurate with his then-former statumuaghief Executive Officer, plus reimbursementedsonable expenses attendant to the
maintenance of such office and retention of suchiatrative support. At Mr. Karatz’s request, weh, in lieu of providing such an office
and administrative support, reimburse him for exygsrof such office and administrative support.

No other Named Executive Officer has an emplaynagreement with us.

Change in Control Arrangements

We have a Change in Control Plan in which 13merorporate executives currently participate)udag Mr. Mezger. Messrs. Karatz,
Moss, Freed and Widner do not currently participaténe plan. The plan is designed to encourageetamtion of senior executives in the
event of a change in control of us, which could/@dey role in our continuing success in the ewért change in control. The plan provides
that if there is a “change in control” and a papiting executive is terminated within a specifpeiod after such change in ownership, other
than for “cause” or “disability,” as defined in tpéan, or if the executive voluntarily terminatés br her employment with us for “good
reason,” the terminated executive will be entitiedeceive an amount equal to one or two yeargameesalary and cash incentive bonus,
depending on the executive.

Under the KB Home 1988 Employee Stock PlanKkiBeHome Performance-Based Incentive Plan for Sedianagement, the KB Home
1998 Stock Incentive Plan, the KB Home 1999 InaenRlan (and the Amended and Restated KB Home @@dtive Plan, if approved by
our stockholders) and the KB Home 2001 Stock IngerRlan, all outstanding stock options will becofulty exercisable and all restrictions
on outstanding shares of restricted Common Stodkthmr awards shall lapse upon a “change of owietsh “change of ownership” will be
deemed to occur if: (1) current members of the BadiDirectors or other directors elected by thgeetrters of the current mem-
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bers or their respective replacements (excludimgiceindividuals who took office in connection Wwian acquisition of 20% or
more of our voting securities or in connection wathelection contest) cease to represent a majfritye Board; or (2) the Boa
determines that a change of ownership has occurred.

The KB Home Unit Performance Program, whichdsmistered under our employee equity compensatiams, provides that upon a
change of ownership each outstanding Performandenilhbe paid in cash at the target level.

The KB Home Non-Employee Directors Stock Plaovjites that upon a “change in contrd@]l’ Stock Units will be paid in cash or share:
Common Stock, in accordance with the prior electiade by each participating Director. The KB HonieEtors’ Legacy Program provides
that upon a change of ownership, all participabiigctors shall become immediately vested undeptbgram, and we shall create an
irrevocable trust into which it shall transfer sciint assets (including the Directors’ life insnica policies) to make the designated charitable
contributions for the participating Directors.

We also maintain a non-qualified Executive DefdrCompensation Plan. From 1985 to 1992, purdoahe plan, Mr. Karatz and certain
other executives deferred receipt of a certain arnofipretax income, plus a Company matching cbation, until retirement, termination or
certain other events, including a “change in cdrits change in control is defined in the plan teiude the acquisition by a person or
“group” of 25% or more of our voting power, a transon which results in a change in a majorityhaf then-incumbent Board or the
Company ceasing to be publicly owned. No new cbutions to the Executive Deferred Compensation Rlag be made, but we continue to
pay interest on prior contributions still held ietplan.

Under the KB Home Retirement Plan, which is desd in more detail below under the heading “FRatient Plan”, participants become
fully vested in their Retirement Plan benefits, amaly elect a lump sum distribution of Retirememtrfbenefits, in the event of a “change in
control.” A “change in control” under the Retiremié@an is generally defined to include certain aemin control that must be reported
pursuant to federal securities laws, the acquisitip a person or “group” of 15% or more of our agtpower, and certain changes in a
majority of the Board.

We also maintain the KB Home Death Benefit QRllgn (the “DBO Plan”), which is described in mosdail below under the heading
“Death Benefit Only Plan.” Participants becomeyulested in their DBO Plan benefits and, as desdrinore fully below, will receive a
distribution of the insurance policy on their lifecash in the event of a “change in control.” Adnge in control” under the DBO Plan is
generally defined to include certain changes intrabthat must be reported pursuant to federal es laws, the acquisition by a person or
“group” of 20% or more of our voting power, andteém changes in a majority of the Board.

Retirement Plan

We adopted the KB Home Retirement Plan in 2002 Retirement Plan provides certain supplemeatakment benefits to selected
executives. Currently, 28 executives, includingoalithe Named Executive Officers, participate ia Retirement Plan. We establish an
“annual benefit amount” for each participant in Betirement Plan. A participant becomes entitledenefits under the Retirement Plan only
if the participant releases us from any and alhtathat he or she may then have

41




against us and only if the participant’s terminatad employment with us occurs either (1) on oeiathe fifth anniversary of the
date the participant commenced participation inRe&rement Plan, or (2) before that date, duéé¢gparticipant’s death or
disability. A participant is eligible for a reducéalel of benefits if we terminate the participantmployment without cause after
the fourth, but before the fifth, anniversary of tthate the participant commenced participatioménRetirement Plan.

If a participant becomes entitled to Retirenfelain benefits, we will pay the participant a seaemstallment payments over a period of 20
years commencing following the later of (1) thetiggzan's attainment of age 55, (2) the tenth anniversdtye date the participant
commenced participation in the Retirement PlarBptl{e termination of the participant’s employmetith us. The annual benefit to be paid
to a participant who is entitled to Retirement Ftenefits (to be paid each year over the twenty-pagment period) equals the “annual
benefit amount” we determine for that participaiéssrs. Karatz, Mezger, Freed, Moss, and Widnemeenced participation in the
Retirement Plan as of July 11, 2002 and, in 20@&r fannual benefit amounts were $800,000, $450 $000,000, $100,000 and $75,000,
respectively. We may elect to pay a participantatkeiarial equivalent of his or her benefits immp sum payment as opposed to installments
over twenty years. A participant’s benefits will baid to the participant’s beneficiary if the paigiant dies.

Death Benefit Only Plan

In 2001, we implemented the DBO Plan. CurreBiyexecutives, including all of the Named Execufécers, participate in the DBO
Plan. The beneficiary of a DBO Plan participargisitied to DBO Plan benefits if the participarther (1) dies while actively employed by
or an affiliate or (2) dies after completing 10 sseaf service with us or an affiliate, includingl@ast 5 consecutive years of service while a
DBO Plan participant. Each participant is providedet after-tax benefit from $500,000 to $1 millidine death benefit of each of
Messrs. Karatz, Mezger, Freed, Moss and Widnet isiflion.

We have purchased life insurance policies oritles of the participants in the DBO Plan. In thent of a change in control, we will pay to
the insurance company, on behalf of each partitjsanamount large enough so that, after the payrttemnpolicy is “fully paid up.” For this
purpose, the term “fully paid up” means that, after payment described in the preceding senteraidsas a premium to the insurer, the
value of the policy is such that the policy is paipd (based on assumptions set forth in the DB@)Rb be able to pay at least the basic
benefit applicable to the participant if the papamnt dies at any time after the change in corand prior to age 100. The policy will then be
transferred to the participant along with a cagynmnt large enough to pay any federal or stateaal income or payroll taxes (including
excise taxes, such as the excise tax under Set@ of the Internal Revenue Code, if applicabtjatable to the distribution of the policy
and the cash payment.
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EXECUTIVE COMPENSATION

Summary Compensation Table

The following Summary Compensation Table setthfthe total compensation earned by each of thmédisExecutive Officers for the fisc
years ended November 30, 2005, 2004 and

Long-Term Compensation
Awards Payouts

Annual Compensation

Securities
Other Annual Restricted Underlying LTIP All Other
Fiscal Bonus Compensation Stock Options/ Payouts Compensation
Name and Position Year Salary($) ($)(a) ($)(b) Awards($) SARs(#) ($)(c) ($)(d)
Bruce Karat:z
Chairman and 200t  $1,091,66 $5,000,001 $296,07 $27,913,49 250,000 $3,527,25I $102,40:
Chief Executive 200¢ 1,000,001 5,000,00! 165,26 14,045,34 560,00( 3,865,45! 101,52¢
Officer 200 994,66 5,000,00! —0— 9,995,58! 560,00( 2,432,47. 95,99t
Jeffrey T. Mezge
Executive Vice 200t 498,33! 2,500,00t —0— 7,212,53 75,00( 2,519,44. 29,90(
President and 2004 478,33: 2,000,00t —0— 3,524,96. 200,00( 2,761,07. 28,80(
Chief Operating 200¢ 458,33! 2,000,00t —0— 2,473,94 224,00( 1,737,47! 27,50(
Officer
Jay Moss
Regional General 200t 269,16 1,250,001 —0— 2,548,36. 8,00( 1,259,68. 16,41¢
Manager 2004 259,16 1,250,001 —0— 1,862,68! 25,00( 1,380,421 15,60(
200¢ 249,16° 1,449,16! —0— 662,13: 33,60( 868,80¢ 14,45(
Robert Freet
Regional General 200¢ 266,66 1,250,001 —0— 1,772,26. 8,00( 1,007,80: 16,17¢
Manager 200¢ 229,16 1,250,001 —0— 1,107,98! 25,00( 1,380,421 13,80(
200 219,16 1,774,69 —0— 968,43! 33,60( 868,80t 55C
James Widne
Regional General 200t 246,66 1,250,001 —0— 1,869,03 6,00( 251,87: 14,80(
Manager 2004 229,16 1,250,001 —0— 605,00 16,00( —0— 12,90(
200¢ 206,03: 1,216,18! —0— 59,82! 16,80( —0— 12,36:

(@) The 2005 bonus reported for Mr. Karatz is cosgul of the cash portion of his annual incentigaus. Mr. Karatz’s annual incentive
bonus is determined by a performance-based forsailforth in his Employment Agreement. The forrmélquires, among other things,
that any amount earned over $5,000,000 must beipaltares of three-year restricted stock. Accaiginin 2005, $5,000,000 of
Mr. Karatz’s incentive bonus was paid in cash, $24,056,696 was paid in shares of restricted stockis reported separately in the
table above under “Restricted Stock Awards.” Th@am of shares of restricted stock issued to Mralkawas determined by reference
to the closing price of our Common Stock on the Nawk Stock Exchange of $69.77 per share on thediag of our fiscal year
(November 30, 2005). Please see “Employment Agratshabove on pages 39 — 40 for a description ®fpgrformance-based
incentive compensation formula in Mr. Karatz's Emyhent Agreement. The remaining $3,856,800 of ¢istricted stock awards
reported for Mr. Karatz in 2005 is a grant
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(b)

(©
(d)

60,000 shares of Common Stock made on October®h a@s part of Mr. Karatz's 2006 equity incentiveaed. The value
reported was determined by reference to the clgsireg of our Common Stock on the New York Stockange of
$64.28 per share on the date of gr

The Restricted Stock Award amounts reportedffessrs. Mezger, Moss, Freed and Widner in ogafigear 2005 reflect the restricted
Common Stock portion of their 2006 equity incentaweards, granted on October 21, 2005, and the anodtimeir annual incentive
awards over the cash limits established for cedairior executives, granted on January 13, 20G6gifollowing respective amounts:
Mr. Mezger $1,607,000 and $5,605,531; Mr. Moss $842 and $2,355,522; Mr. Freed $192,840 and $14249 and Mr. Widner
$160,700 and $1,708,337. The value of Mr. Mezg#aisuary 13, 2006 grant was determined by referenites closing price of our
Common Stock on the New York Stock Exchange of BB6@er share on the last day of our 2005 fiscal.yHze value of the

January 13, 2006 grant for each of Messrs. Mosed-and Widner was determined by reference toltising price of our Common
Stock on the New York Stock Exchange of $79.38share on that date. The value of the October 215 2@ant for each of

Messrs. Mezger, Moss, Freed and Widner was detedhby reference to the closing price of our Comi&tatk on the New York
Stock Exchange of $64.28 per share on that

In accordance with the Company’s Supplemevtaiqualified Deferred Compensation Plan, irrevoeaections to defer a portion of
2005 cash incentive bonuses were required to be mnadecember of 200.

The Named Executive Officers receive certarspnal benefits, including financial planning aaxi preparation services, an automobile
and gasoline allowance and automobile insurancetngisement. However, in accordance with SecurigsExchange Commission
rules, personal benefits for each Named Executffiedd in fiscal year 2005 totaling less than $8@0n aggregate incremental cost to
us have been omitted. The amount reported for Mratg for fiscal year 2005 includes financial pliawgnand tax preparation services,
an automobile and gasoline allowance, club memiefelks and his personal use of Company-ownedadir€@f the amount reported

for Mr. Karatz for fiscal year 2005, $248,286 rethto the incremental cost to us for his persosalaf Compar-owned aircraft

Payouts in our 2005 and 2004 fiscal yeardltpaaticipants under our long-term incentive pragr;, the Unit Performance Program, were
paid in cash

These amounts represent our aggregate cotiriisuto our 401(k) Savings Plan, Supplemental Niatified Deferred Compensation
Plan and the amount of interest earned on the ExedDeferred Compensation Plan at a rate in exaE$20% of the applicable fede
rate. In fiscal year 2005, the Named Executived@ffs accrued the following respective amounts uadehn plans: Mr. Karatz $12,600,
$52,900 and $36,901; Mr. Mezger $12,600, $17,3@0%h Mr. Moss $12,600, $3,819 and $0; Mr. Free?, @10, $3,575 and $0; and
Mr. Widner $12,600, $2,200 and {
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Option/ SAR Grants in Last Fiscal Year

The following table summarizes information riglgtto stock option grants during fiscal year 28@%he Named Executive Officers. All
options granted are for shares of our Common Stdokstock appreciation rights have been granteshytime under our employee benefit
plans.

Number of Percent of Potential Realizable Value
Securities Total at Assumed Annual Rate of
Underlying Options Stock Price Appreciation
Options Granted to Exercise or for Option Term(c)
Granted Employees in  Base Price Grant Expiration
Name #)(a) Fiscal Year ($/sh)(b) Date Date 5%($) 10%($)
Bruce Karatz 250,00( 45.(% $62.3¢ 10/18/0¢ 10/19/1t $9,801,32. $24,838,47
Jeffrey T. Mezge 75,00( 13.5 62.34 10/18/0¢ 10/19/1* 2,940,39 7,451,54.
Jay Moss 8,00( 1.4 62.34 10/18/0¢ 10/19/1t 313,64 794,83:
Robert Freet 8,00( 1.4 62.34 10/18/0* 10/19/1* 313,64 794,83.
James Widne 6,00( 1.1 62.34 10/18/0¢ 10/19/1t 235,23. 596,12:

(a) Except as noted below, options reported aggnal option grants and are exercisable in cuninga833% installments commencing one
year from the date of grant, with full vesting oring on the third anniversary of the date of grait options granted represent ann
equity incentive awards to the Named Executivedefs for fiscal year 2001

(b) All options were granted at market value amdlate of grant. The term “market vals’ used with respect to this table was computi
the average of the high and low stock prices fer@ammon Stock on the New York Stock Exchange endidite of grant. The exercise
price and tax withholding obligations related t@eise may be paid by delivery of already ownedeshar by withholding a number of
the underlying shares, subject to certain condti

(c) Gains are net of the option exercise priceé bafiore taxes associated with exercise. These atsioepresent certain assumed rates of
appreciation over the 10-year term of the optidwdual gains, if any, on stock option exercisesdapendent on the future performance
of our Common Stock, overall stock market condgicand the option holder’s continued employmerdugh the vesting period. The
amounts reflected in this table may not necesshélgchieved, or may be exceec
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Aggregated Option/ SAR Exercises in Last Fiscal Yeand Fiscal Year End Option/ SAR Value

Number of Unexercisec Value of Unexercisec
Options Held at Fiscal In-the-Money Options at
Shares Year End(#) Fiscal Year End($)(b)
Acquired on Value

Name Exercise(#) Realized($)(a) Exercisable Unexercisable Exercisable Unexercisable
Bruce Karat:z 2,316,85.  $118,370,79 2,201,45! 810,00: $107,022,97 $20,444,87
Jeffrey T. Mezge 369,28 23,718,27 1,262,60 282,99¢ 61,809,93 7,487,82!
Jay Mos¢ 40,00( 1,863,35! 67,40( 35,86¢ 2,995,02. 993,94
Robert Free( 37,86¢ 1,017,89 32,86¢ 35,86¢ 1,315,28: 993,94
James Widne 19,66¢ 868,20t 41,53« 22,26¢ 1,783,82I 585,36

(a) Represents the difference between the market wdlaer Common Stock at exercise minus the exemie of the options
(b) Represents the difference between the $6908hg price of our Common Stock on November 3@326n the New York Stock

Exchange and the exercise price of the opti
Long-Term Incentive Plans — Awards in Last Fiscal ear

The following table provides information on leteym incentive awards granted in fiscal year 2ta0fhe Named Executive Officers under
the Unit Performance Program. Please also seeMhadgement Development and Compensation CommiggerRon Executive
Compensation” above on pages 33 — 37 for morenmdtion on the Unit Performance Program.

Estimated Future Payout in Shares o

Number of Common Stock
Performance
Name Units(#)(a) Performance Period Threshold(#)(b) Target(#) Maximum(#)
Bruce Karat: 1,00( 12/1/04— 11/30/0} $500,00¢ $1,000,00! $1,500,00!
Jeffrey T. Mezge 75C 12/1/04- 11/30/0° 375,00( 750,00( 1,125,00I
Jay Moss 35C 12/1/04—- 11/30/0° 175,00( 350,00( 525,00(
Robert Free( 35(C 12/1/04- 11/30/0" 175,00( 350,00( 525,00(
James Widne 15C 12/1/04— 11/30/0" 75,00( 150,00( 225,00(

(&) At the beginning of fiscal year 2005 we awdr&rformance Units under the Unit Performance Rrador the fiscal 2005 — 2007
performance period. Each Performance Unit represbetopportunity to receive an award payable §haa in shares of our Common
Stock. The dollar value or actual number of sharearded at the end of the performance period wjtleshd upon our cumulative
earnings per share, or EPS, and average pretar @tunvestment, or PROI, during the performaneeéqa. The target dollar value or
number of shares will be awarded if a specifiedygted cumulative EPS and average PROI are achfevéae period. The threshold
dollar value or number of shares, equal to 50%eftarget number, will be awarded if a specifiedimum cumulative EPS ar
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(b)

average PROI are achieved for the period. Achiev¢mieeither the specified minimum cumulative ER&werage PROI, but not both,
would result in a smaller payout than the threslaalitar value or number of shares. The maximumadalblue or number of shares,
equal to 150% of the target number, will be awarifiélte specified maximum cumulative EPS and ave@BOI for the period are
achieved or exceeded. If paid out in shares, tiebeu of shares awarded at the end of the perforenpedod will depend on the market
value of our Common Stock at that tin

No award will be made upon the vesting of a Perforoe Unit if neither the specified minimum cumwatEPS nor the specifie
minimum average PROI is achieved for the 2— 2007 performance perio
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Equity Compensation Plan Information

The following table provides information as afWwmber 30, 2005 with respect to shares of our Com8tock that may be issued under
existing compensation plans:

Number of Common

Number of Shares Remaining
Common Shares tc Available for Future
be Issued Upor Issuance Under Equity
Exercise of Weighted-average Compensation Plans
Outstanding Exercise Price of (excluding common
Options, Warrants Outstanding Options, shares reflected ir
and Rights Warrants and Rights column (a))
Plan Category (@) (b) (c)
Equity compensation plans approved by
stockholders 6,532,961 $27.62 1,170,51i
Equity compensation plans not approved by
stockholders(1 2,643,28! 29.4¢ 3,223,50:
Total 9,176,25. $28.1¢€ 4,394,02.

(1) Represents the 1999 Plan and the Non-EmplByeetors Stock Plan. The 1999 Plan is describedalin Proposal #3 (“Approval of
the Amended and Restated KB Home 1999 Incentive’Ptan pages 21 — 28, and the Non-Employee Direcgtock Plan is described
above under the headi“Director Compensati¢’ on pages 1-11.
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AUDIT AND COMPLIANCE COMMITTEE REPORT

The Audit and Compliance Committee of the BaafrBirectors acts under a written Audit and Coraptie Committee Charter. The Cha
was first adopted in 1999, and was amended analteesin October 2005. The Charter is included with Proxy Statement at Attachment B.

The Audit and Compliance Committee assists thar@ of Directors in fulfilling the Board’s respabuity for oversight of the Company’s
financial reporting process and practices, anthiesnal control over financial reporting. Manageris primarily responsible for the
Company’s financial statements, the reporting pge@nd assurance for the adequacy of the inteonaiot over financial reporting. The
Company’s independent registered public accourfiing Ernst & Young LLP, is responsible for perfang an independent audit of the
Company’s financial statements and the Company&srial control over financial reporting, and fopeassing an opinion on the conformity
of the Company’s audited financial statements toegally accepted accounting principles used inthiged States and the adequacy of the
Company’s internal control over financial reporting

In this context, the Audit and Compliance Contedthas reviewed and discussed with managemerirastd& Young LLP the Company’s
audited financial statements. The Audit and ComnmgiiaCommittee has discussed with Ernst & Young thdéPmatters required to be
discussed by Statement on Auditing Standards N@¢C6inmunication with Audit Committees), as amendedddition, the Audit and
Compliance Committee has received from Ernst & XpUhP the written disclosures required by Indepem#eStandards Board Standard
No. 1 (Independence Discussions with Audit Comragjeand discussed with Ernst & Young LLP its indefmnce from the Company and
Company’s management.

The Audit and Compliance Committee has alscenggd management’s fiscal year 2005 documentagstiny and evaluation of the
adequacy of the Company’s internal control ovearitial reporting, as required by Section 404 of3hebanes-Oxley Act of 2002 and related
rules and regulations, and has been apprised lmyrbahagement and Ernst & Young LLP on managempnigesses and activities in this
regard. Following the conclusion of fiscal year 20thanagement reviewed with the Audit and Compka@ommittee its report on the
effectiveness of the Company’s internal controlrdirancial reporting. The Audit and Compliance Guittee also received a report from
Ernst & Young LLP on management’'s assessment offfieetiveness of the Company’s internal contrarfinancial reporting.

In reliance on the reviews, reports and disaunssreferred to above, the Audit and Compliance @idtae recommended to the Board, and
the Board approved, that the audited financiakstants be included in the Company’s Annual Repoffarm 10-K for the fiscal year ended
November 30, 2005, for filing with the SecuritiesldExchange Commissio

This report is respectfully submitted by the merslmdrthe Audit and Compliance Committee:

Mr. Michael G. McCafferyChairman
Mr. Ronald W. Burkle

Mr. Timothy W. Finchem

Ms. Melissa Lora

Mr. Luis G. Nogales
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INDEPENDENT AUDITOR FEESAND SERVICES

Auditor Fees in 2005 and 2004

The firm of Ernst & Young LLP served as our gipal independent registered public accounting fomour 2005 and 2004 fiscal years.
We paid Ernst & Young LLP the following fees in ®005 and 2004 fiscal years.

Fiscal Year Ended
(in thousands)

2005 2004
Audit Fees $1,64¢ $1,75¢
Audit-related Fee 34 14C
Tax Fees 43 43
All Other Fees -0- -0-
Total Fees $ 1,721 $ 1,941

Audit fees include statutory audits of ourrigle subsidiary, Kaufman & Broad S.A., which is palyltraded on the Premier Marché of the
Paris Bourse, audits of our wholly owned mortgageking subsidiary and audit services performedimection with our compliance with
Section 404 of the Sarbanes-Oxley Act of 2002. Afedis for the Kaufman & Broad S.A. statutory asidiittaled $689,000 in fiscal 2005 and
$400,000 in fiscal 2004.

Audit-related services include fees for 40kdkpmployee benefit plan audits and accountingualbations.

Tax fees include fees for review of our fetl@araome tax return, as well as several state ireetam returns.

Auditor Fees Pre-approval Policy

In 2003, the Audit and Compliance Committee appd a policy concerning the pre-approval of aadd permitted nomaudit services to kb
provided by the principal independent registereblipiaccounting firm. The policy requires that #wedit and Compliance Committee pre-
approve all services Ernst & Young LLP providesi$p including audit services, audélated services, tax services and other sernicesame
cases, pre-approval is provided by the full Audid &£ompliance Committee for up to a year, and esléd a particular category or group of
services and is subject to a specific budget. ieotases, the Chair of the Audit and Compliance@ittee has the delegated authority from
the Audit and Compliance Committee to pre-appralditaonal services, and such papprovals are then communicated to the full Conem.

The Audit and Compliance Committee approvédwdit and permitted non-audit services providgdEmst & Young LLP during our
2005 fiscal year.
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OTHER MATTERS

Certain Relationships and Related Party Transaction

Matthew Karatz, a director of land acquisitiovdalanning for our Greater Los Angeles divisianthie son of Bruce Karatz, our Chairman
and Chief Executive Officer. In fiscal year 2005atthew Karatz earned $255,600, comprised of salemyus and an automobile and gas
allowance. Robert Karatz, a sales representativeudpoGreater Los Angeles division, is the brotbeBruce Karatz. In fiscal year 2005,
Robert Karatz earned $128,050, comprised of satemyus and an automobile and gas allowance. Theeasation earned by these
individuals, both of whom joined us in 2002, is smtent with compensation paid to other employeesimilar positions.

Section 16(a) Beneficial Ownership Reporting Compdince

Based upon our review of Forms 3, 4 and 5 aydaamendments thereto furnished to us in compliavitte Section 16 of the Securities
Exchange Act of 1934, as amended, all such Forms filed on a timely basis by our reporting persdusng fiscal year 2005, except for a
late filing by Mr. Robert Freed regarding the asifion from us of 18,506 restricted shares of oam@ion Stock on January 14, 2005, and a
late filing by Ms. Melissa Lora regarding her Noussn 29, 2004 acquisition of 3 shares of commonkstioough her individual brokerage
account effected pursuant to an August 6, 2004uaotbn given in accordance with Rule 10b5-1.

Financial Statements

Our audited consolidated financial statementsrates thereto, including selected financial infation and management’s discussion and
analysis of financial condition and results of @iems for the fiscal year ended November 30, 20@5ncluded on pages 37 through 68 of
our Annual Report on Form 10-K for that periodeTHorm 10-K was mailed to stockholders on MarcB0®6. The financial statements, the
report of the independent auditors thereon, saldatancial information, and managemendliscussion and analysis of financial conditiod
results of operations in the Form 10-K are incoaped by reference hereiddditional copies of the Form 10-K are available \ithout
charge upon request to the Corporate Secretary at K Home, 10990 Wilshire Boulevard, Los Angeles, CA0®24. Exhibits to the
Form 10-K will be provided upon request and paymenof copying charges. You may also view and downldacopies of the 2005
Annual Report on Form 10-K from our website at: htp://www.kbhome.com/investor/main.

Other Business

The Board of Directors knows of no business iothan that described in this Proxy Statementwhihbe presented for consideration at the
Annual Meeting. If other business shall properlyneocbefore the Annual Meeting, shares represente@liny proxies will be voted on such
matters in accordance with the best judgment optreons named as proxies on the Proxy Cardseisrdbly authorized designees.
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Stockholder Proposals for 2007 Annual Meeting

For inclusion in the Proxy Statement and fornprafxy for our 2007 Annual Meeting of Stockholdexg must receive no later than
November 6, 2006 any proposal of a stockholdenuhte to be presented at that meeting. Further, geament proxies for our 2007 Annt
Meeting will use their discretionary voting authgnivith respect to any proposal presented at thetimg by a stockholder who does not
provide us with written notice of the proposal arpdor to January 20, 2007.

By Order of the Board of Directors,

Charles F. Carroll
Corporate Secretary

Los Angeles, California
March 6, 2006
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Attachment A

KB

HOME

CORPORATE GOVERNANCE PRINCIPLES
(revised December 8, 2005)

KB Home'’s Board of Directors believes that sountpooate governance practices provide an importaméwork to assist the Board in
fulfilling its responsibilities. Accordingly, thedard has adopted the following Corporate Govern&meeiples relating to its functions,
structure and operations. The Board will periodjcedview and revise these Principles and otheeetspof KB Home's corporate governance
from time to time to reflect evolving governancagiices.

I. Role, Conduct and Function of the Boarc

A. General Roles of Board and Management.he Board of Directors is elected by the Compasiareholders to oversee the
management of the business and affairs of the Coyngad to assure that the long-term interestsetttareholders are being served. The
Company’s business is conducted by its employedsruhe direction of the Chief Executive Officemdathe oversight of the Board, to
enhance the long-term value of the Company fahitreholders.

B. Board Conduct.In carrying out their responsibilities, Directorg &xpected to exercise appropriate diligence heid business
judgment to act in good faith and in what they oeably believe to be in the best interests of then@any and its shareholders, consis
with their fiduciary duties under applicable law.

C. Functions of Board.The primary functions of the Board are to overse@magement performance on behalf of shareholdemsotutor
adherence to Company standards and policies, togieoresponsible and ethical corporate practicesganerally to perform the duties and
responsibilities assigned to the Board by the lafitbe State of Delaware, the state where the Cagnfgincorporated.

In addition to its general oversight of managemsé&,Board as a whole or through its Committees pésforms a number of specific
functions, including:

* Providing advice and counsel to the Chief Execu@¥iicer and senior manageme

« Selecting, evaluating and establishing the comgemsaf senior officers of the Company and plannimigsenior management succession,
including for the Chief Executive Office

 Reviewing, approving and monitoring the implementabf the Company’s financial, personnel developthand business and strategic
plans;

* Reviewing and approving significant corporate attiand major transactior

* Overseeing the establishment of, and monitoringptamce with, internal policies, controls and preses designed to ensure the integrity of
the Company’s actions and operations, includingritsncial statements and financial and other rauy reporting, its relationships with
custon-
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ers, subcontractors, suppliers and other constitasnand its compliance with law and its Ethicidypand

» Reviewing assessments of, and senior manag’s plans with respect to, significant risks facihg Company

Il. Selection and Qualifications of Directors

A. Board Membership Qualifications.Directors should possess the highest personal @rfiesgional ethics, integrity, judgment and
values, and be committed to representing the leng-interests of the Company’s shareholders. Directhould also have an inquisitive and
objective perspective, and be able and willingadidate the time necessary to Board and Commigeéce. All Directors should be
financially literate, as determined by the Boardtsrbusiness judgment.

The Nominating and Corporate Governance CommittéeeoBoard is responsible for reviewing on a regtilasis the requisite skills and
characteristics of Board members, as well as thgposition of the Board as a whole. Current Dirextane re-evaluated by the Committee
prior to standing for relection. The Committee assesses current and gtBiectors in view of the perceived needs of Board at the tim
the assessment is made and may consider the foljoatiributes, among others:

* Personal qualities, accomplishments and reputatitime business communit

* Financial literacy, financial and accounting exgertand significant business, academic or govenheeperience in leadership positions or
at senior polic-making levels

» Geographical representation in areas relevantt@thimpany
« Diversity of background and personal experiel

* The fit of the individual’s abilities and personglvith those of current and potential Directordinlding a Board that is effective, collegial
and responsive to the needs of the Company

* Independence as defined in these Principles amdbsence of conflicting time commitmer

B. Director Nominations.The Nominating and Corporate Governance Commigteesponsible for recommending a slate of Diredimnrs
election to the Board and for identifying, investing and recommending qualified Director candidatethe Board to fill openings that may
arise due to vacancies, resignations, retiremerather reasons. The Committee identifies poteltisdctor candidates through a variety of
means, including the recommendations of current@®@osgembers, professional search firms, sharehottesther persons. Shareholders may
nominate a candidate for the Committee’s considerdty submitting the nominee’s name and qualiftzzt to the Company’s Corporate
Secretary at the address set forth below.

C. Invitations to Potential Directors.The invitation to a potential new Director to jdive Board should be extended by the entire Board
through the Chairman of the Board or the Chaiheflflominating and Corporate Governance Committee.

D. New Director Orientation and Education.The Corporate Secretary is responsible for arranigiitial orientations for new Directors,
and for periodically providing materials or brigfgto Directors on subjects that will assist thardischarging their duties. Within six

(6) months of election to the Board, each new Darewill spend a day at corporate headquarters feersonal briefing by senior managen
on the Company’s
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strategic plans, its financial statements, anéléispolicies and practices. Directors are encoutageattend continuing education
programs that are relevant to their duties as ador of the Company.

lll. Board Leadership, Composition and Performance

A. Role of Chairman of the Board and Chief Exedtive Officer. The Board has no fixed rule as to whether theseesfishould be vested
in the same person or two different people, or twiethe Chairman of the Board should be an emplof#fee Company or should be elected
from among the noemployee Directors. The Board believes that ther@aad the Company are currently well served biywecture in whick
the Chief Executive Officer also serves as Chairofathe Board.

B. Presiding Director and Non-Employee Directos Executive SessiorNon-employee Directors shall meet in executiveisessithout
management present at least twice each year. Taie @ftthe Nominating and Corporate Governance Citaewill preside at such
meetings, and will serve as the Presiding Direictgrerforming such other functions as the Board wlisgct. The non-employee Directors
may meet without management present at such athes &as they may determine.

C. Size of the BoardThe Company’s Bylaws limit the maximum number ofd8tors to 12. The Board is divided into three sdssthat
serve staggered three-year terms and are as megdy in number as possible. The Nominating angh@ate Governance Committee will
periodically evaluate and make recommendationkédpard as to the Board's appropriate size andtsire.

D. Independence of DirectorsA substantial majority of Directors shall be indedent as defined under these Principles and tles nil
the New York Stock Exchange (NYSE), as each magrbended from time to time.

To be considered independent, the Board shalhadtively determine that each Director does not teawedirect or indirect material
commercial or charitable relationship with the Camy based on all relevant facts and circumstar®gsh determination will be made
annually based on information supplied by Directord other sources, and the prior review and recamdiation of the Nominating and
Corporate Governance Committee.

The Board has established the following guidelitoeassist it in determining Director independence:
» A Director is not independent if, within the thrg) years preceding the determinati

(i) the Director was an employee, or an immedfamily member was an executive officer, of tre@any or any of its
subsidiaries

(i) the Director or an immediate family memiadithe Director received more than $100,000 iecticompensation from the
Company or any of its subsidiaries during any tweivonth period, other than (1) fees for servicehenBoard or on a
subsidiary’s board and (2) pension and other fasfrdeferred compensation for prior service (prodidach compensation is not
contingent in any way on continued servic

(iii) the Director or immediate family member svébut is no longer) a partner or employee ofra finat is the Company’s internal or
external auditor and personally worked on the Cany’s audit within that time; an
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(iv) a Company executive officer was on the pemsation committee of the board of directors od@pany which at the same time
employed as an executive officer the Director omamediate family member of the Directi

* In addition, a Director is not independent if figtDirector is a current partner or employee, oinanediate family member is a current
partner, of a firm that is the Company’s internaérternal auditor; or (ii) the Director has an iedfrate family member who is a current
employee of such a firm and who participates inahéito’s audit, assurance or tax compliance (but not k&xning) practice

 Except in their capacity and for their service ag€tors, Audit and Compliance Committee memberg nu (i) accept any direct or
indirect compensation of any kind from the Compangny subsidiary thereof, excluding fixed amowftsompensation under a retirement
plan (provided such compensation is not contingeahy way on continued service), and (ii) be &fféd persons of the Compal

« A Director's independence will not be impaired if the Direc

(i) is an employee of, or an immediate family membemiexecutive officer of, another company that dnesness with or provid:
professional services to the Company or any dfutssidiaries and the annual revenue derived franbthsiness or such services
by either company, in any of the last three (¥)digears, does not exceed the greater of (1) $1000 or (2) two percent (2%)
of the consolidated gross revenues of either santpany;

(i) serves as an officer, director or trusté@ charitable organization, and the Company’sréisonary charitable contributions in
any single fiscal year to the organization witHhie three (3) years preceding a determination dexceed the greater of
(1) $100,000 or (2) two percent (2%) of the orgati@’s consolidated gross revenues;

(iii) or an immediate family member is an exéeafficer of another company which is indebtedite Company, or to which the
Company is indebted, where the total amount offitel#ness (to and of the Company) does not excezgévwcent (2%) of the
total consolidated assets of such other compattyyeo€ompany at the end of the previous fiscal y

The Board retains the sole right to interpret aoplyathe foregoing guidelines in determining theteniality of any relationship. For a
relationship with a Director that is not coveredtbg foregoing guidelines or Section Ill.F belotg materiality of the relationship shall be
determined by the non-employee Directors. The Cawppéll explain in its next proxy statement the isa®r any Board determination that a
relationship was immaterial despite the fact thdid not meet one of the specific guidelines setfin this section.

E. Employee DirectorsNo more than one (1) Director may be an employdb®fCompany. Employee Directors do not receive any
additional compensation for Board service.

F. Ineligible Individuals. Consultants, lawyers or bankers who do a signifieamount of business with the Company are notlaégio
serve as a Director. Determinations regarding ligé e
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bility of candidates in this regard are made byNleeninating and Corporate Governance Committee.

G. Former Chairman or Chief Executive Officer'sBoard Membership. The Board believes that the determination of wheshi@rmer
Chairman of the Board or Chief Executive Officeoshl serve on the Board is a matter to be decidech individual instance. When the
Chairman of the Board or a Chief Executive Offiadro is also a Director resigns, he or she will absign from the Board at that time.
Whether the individual continues to serve on tharlas a matter to be considered by the Board.

H. Director Job Change When a Director’s principal occupation or businassociation changes from that which the Directdd thden

he or she originally joined the Board, the Directball tender a letter of resignation to the Cb&the Nominating and Corporate Governance
Committee. The Committee will review whether thevraecupation, or retirement, of the Director is sistent with the needs and
composition of the Board at that time. The Commaittgll recommend action to the full Board basedlmresults of the review.

I.  Term Limits. The Board does not believe in arbitrary term linoitsBoard service. While term limits may help eestinat fresh ideas a
view points are available to the Board, they magddhe Company to lose the contribution of Diregtoho, over time, have developed
valuable insight into the Company’s business aretatons.

J.  Retirement AgeDirectors must retire as of the first Annual Stooklers Meeting following their 72nd birthday.

K. Limitation on Other Board Service. A Director who also serves as a chief executivieffor in equivalent position for a public
company should not serve on more than two (2) dibards of public companies in addition to the Blodr Director who is not an active
chief executive officer or in an equivalent positior a public company should not serve on mora thee (5) other boards of public
companies in addition to the Board. Regardlesh®fdregoing limits, a current Director should ddes whether accepting a new directors
would compromise the Director’s ability to perfohis or her present Board responsibilities and rmossult with the Chairman of the Board
or the Chair of Nominating and Corporate Governabommittee prior to joining another board of dirst The Chairman of the Board and
the Chair of Nominating and Corporate Governancem@itee will together assess whether the new direhtp would present a conflict or
otherwise compromise the ability of that Directoidedicate the time necessary to serve on the Board

L. Stock Ownership RequirementEach Director is required to own at least 5,000eshaf KB Home common stock or common stock
equivalents within three (3) years of joining theal’d.

M.  Self-Evaluation.The Board and each of the Committees will perfomaanual self-evaluation. Directors are requesigaravide their
assessments of the effectiveness of the Boardw®le, as well as the individual Committees on \Whitey serve. The individual assessm
are organized and summarized by the Corporate tBegrand the Chair of the Nominating and Corpod&ernance Committee discusses
the results of the evaluation with the full Boaigich Committee likewise discusses the resultsafiin evaluations, with a follow-up report
to the full Board by the Chair of that Committee.

N. Director Compensation.The Nominating and Corporate Governance Committee i
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responsible for recommending to the full Board cengation for non-employee Directors. In dischargdimg duty, the Committee is guided
by three goals: the compensation should be suffic¢@assist in the recruiting of the highest aaliBirectors to the Board; compensation
should align Directors’ interests with the longrteinterests of the Company’s shareholders; and eosgtion should fairly pay Directors for
work required to diligently serve the interestsbéreholders given the Company’s size, scope amgleaity of operations.

O. Attendance at Annual Stockholder, Board andCommittee Meetings.Directors are expected to use their best effortgtend all
Annual Meetings of Stockholders and all meetingghefBoard and Committees on which they serve.

P. Majority Vote Requirement. Any Director elected to the Board at an Annual Nregebf Stockholders in an uncontested election with
less than the affirmative vote of a majority of sapresent in person or by proxy shall prompthdes his or her resignation to the Chair of
the Nominating and Corporate Governance Commiftee.Committee will then promptly evaluate all redavfactors (including, but not
limited to, the underlying reasons why a majorityafiirmative votes was not received (if ascerthieg, the Director’s length of service and
qualifications, the Director’s contributions to tBempany, and compliance with regulatory requireisidisting standards and the Company’s
Corporate Governance Principles) and recommenritketéull Board whether to accept the resignationf@ppropriate, to adopt another cot
of action to remedy the underlying cause(s) ofeleetion result. Subject to any applicable legalegulatory requirements, the Board shall
within ninety (90) days following certification difie stockholder vote decide whether to acceptahbigination, reject the resignation or, if
appropriate, reject the resignation but adopt meastdesigned to address the issues underlyingebgom result. A full explanation of the
Board's decision will be promptly publicly disclasé a periodic or current report filed with thecBgties and Exchange Commission. A
Director who tenders his or her resignation purst@this principle and any non-independent Direetdl not participate in the deliberations
and decisions made hereunder. The foregoing goekelvill be summarized or included in the Compaayisual proxy statement.

IV. Board Relationship to Senior Management and Otside Advisors

A. Access to Senior Management and Independeftvisors. Directors are encouraged to contact senior managéne Company
directly to discuss matters related to the Compabysiness. Directors shall be entitled to relgand faith on the advice, reports and
opinions of the Company’s officers, employees, ioetsidvisors (including counsel) and independeditaxs. The Board and its Committees
shall have the right at any time to retain indegemnautside financial, legal or other advisors.

B. Attendance of Non-Directors at Board Meeting. The Company’s current practice is to invite thee€iperating Officer, the Chief
Legal Officer, the Chief Financial Officer, the $amVice President, Human Resources and the Comp@&ecretary of the Company to attend
meetings of the Board, as well as meetings of th@@ittees for which these officers provide suppOther members of management are
invited from time to time to participate in meetingf the Board or its Committees.

V. Meeting Procedures

A. Selection of Agenda Items for Board Meetingghe Chairman of the Board and Chief Executive @ffiestablishes the agenda for ¢
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Board meeting. Each Board member is encourageadgmest the inclusion of item(s) for the agenda.

B. Board Materials Distributed in Advance.Information and data that is important to the B&atohderstanding of the Company’s
business or a specific agenda item are distributediting approximately one week before each ragoard and/or Committee meeting.

C. Number of Board MeetingsThe Board currently schedules five (5) regular imgstper year, with additional meetings to occur (o
action to be taken by unanimous written consente@sned necessary. It is the practice of the Bmahdve at least one meeting per year in
one of the Company'’s primary geographical mark@tgdit various KB Home communities in that market.

VI. Board Committees

A. Number, Structure and Independence of Commiées.From time to time, the Board may want to form a ri@mnmittee or disband a
current Committee depending upon the circumstarides current four Committees are: Audit and Commaea Management Development
and Compensation, Nominating and Corporate Govemand Executive. Except for the Executive Commjt@ommittee membership will
consist only of independent Directors as definetth@se Principles. The Executive Committee shalkit of at least a majority of
independent Directors and be chaired by an indegreridirector.

B. Assignment and Rotation of Committee Membershe Nominating and Corporate Governance Committeesponsible, after
consultation with the Chairman of the Board andansideration of the desires of individual Boardhmbers, for the assignment of Directors
to various Committees. It is the sense of the Bdlaawt consideration should be given to rotating Guttee members at five year intervals,
the Board does not feel that such rotation shoaldelquired since there may be reasons at a giviehipdime to maintain an individual
Director’'s Committee membership for a longer period

C. Committee Meetings and Reports to the Board'he Chair of each Committee, in consultation wité 6ther members of the
Committee, determines the frequency and lengthefriieetings of that Committee. Each Committee Glaiorts on the activities of their
Committee to the full Board. Committee meetingsgarerally held in conjunction with meetings of thi Board, although additional
Committee meetings may be held from time-to -tiraéeen Board meetings.

D. Committee AgendaThe Chair of each Committee, in consultation with nembers of the Committee and senior managemiint,
develop the Committee’s agenda for each Committeetimg.

E. Committee Charters.The Audit and Compliance, Management Developmetdt@Gompensation, Nominating and Corporate
Governance Committees shall each have a Charteistbansistent with these Principles and whichhfer articulates the roles and
responsibilities of each Committee. Each Chartepjzroved by the full Board and is reviewed redylby the relevant Committee to assure
that it reflects developments in corporate goveceaand the practices of the Committee.

VII. Leadership Development

A. Chief Executive Officer and Senior ManagemerEvaluation. The Management Development and Compensation Coeevatinually
reviews the performance of the Chief Executive €ffiand other members of senior management, ar@hhie of the Committee reports the
results of that review to the full Board. In thegard, the Committee also annually reviews the ersgtion
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of the Chief Executive Officer, and significant cigas in his compensation are presented to th8fatd for consideration and approval.
Senior executives are evaluated by the Chief Exex@fficer and the Committee receives reportsuchsvaluations.

B. Succession Plan3he Board approves and maintains succession piautisd Chief Executive Officer and senior execudj\as well as
programs for the professional development of keynivers of senior management, based upon recommensl&tom the Management
Development and Compensation Committee.

VIIl. Communications

A. Website PostingThese Principles, as well as the Charters of eachriittee of the Board and the Company’s Ethicsdyphre to be
posted on the Company’s web site (www.kbhome.camj,copies are to be made available upon requése tBorporate Secretary of the
Company at the address set forth below.

B. Communicating with the Board.Shareholders and other individuals may communie@tethe Board or specifically with non-
employee Directors by writing to the Corporate $ty, KB Home, 10990 Wilshire Boulevard, Los AregeCalifornia 90024. The
Corporate Secretary reviews all such corresponderaraptly upon receipt. Correspondence concerniatjars within a specific Director’s,
Board Committee’s or the Board’s purview, per thgrate Secretary’s determination, is forwardethéappropriate individual Director,
Committee Chair, and/or to the Presiding DirecBward recipients of such correspondence determimetb address any subject therein,
including responses to senders and/or relatedega@iommittee and/or full Board action and follopwith senior management.

C. Company CommunicationsThe Board believes that management, and, in patidhe Chief Executive Officer, speaks for the
Company.
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Attachment B

KB

HOME

AUDIT AND COMPLIANCE COMMITTEE CHARTER
(Amended and Restated October 5, 2005)

I. Purpose

The Audit and Compliance Committee (the “Commit)aepresents and assists the Board of Directdidfiing the Board’s oversight
responsibilities to shareholders relating to thenpany’s:

* corporate accounting and reporting practices, dinlthe quality and integrity of its financial &eents and report
« internal control over financial reporting and dastire controls and procedur

* audit process, including the qualifications, indegence, retention, compensation, and performanteedhdependent registered public
accounting firm employed for the purpose of prepgor issuing an audit report or performing othedif review, attest or other services
the Company (the “Independent Accountants”), amdotirformance of the Company’s Internal Audit Dépant (the “Audit
Departmer”); and

» compliance with legal and regulatory requirememis management of matters in which the Company hasay have material liability
exposure

The Committee also oversees the preparation gi@treequired by the Securities and Exchange Cosians (the “SEC”) rules to be
included in the Company’s annual proxy statement.

Although the Committee must fulfill the responsiils and duties allocated to it under this Chattes Committee is not responsible for
planning and conducting audits, for the preparatwasentation and integrity of the Company’s fitiahstatements, or for determining
whether the Company’s financial and related disgles are complete, accurate and are in accordaitttg@nerally accepted accounting
principles (“GAAP”) and applicable rules and regdigdas; such responsibilities rest with Company nggmaent and the Independent
Accountants. Accordingly, the Committee, in cargyout its oversight responsibilities, is not promglany special or expert assurance as to
the Company’s financial statements, nor is it pdowy any professional certification as to the Irelegent Accountants’ work.

II. Membership

A. The Committee shall consist of no fewer titaee (3) Directors, each of whom shall, in thegjmeént of the Board, be (1) independent in
accordance with the Company’s Corporate GovernBniceiples and any applicable laws, regulationksting standards (including, but not
limited to, applicable SEC rules), and (2) finafigiiterate in accordance with New York Stock Erclge (“NYSE”) listing standards. In
addition, at least one (1) member of the Commiteadl, in the judgment of the Board, be an auditieittee financial expert in accordance
with SEC rules.

B. The Chair and members of the Committee siemHppointed by the Board annually, upon the recenaation of the Nominating and
Corporate Governance Committee.

C. No Committee member shall serve simultangomsithe audit committee of more than two
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(2) other public companies; provided, that the Catte@ shall determine whether a member’s servictheraudit committees of more than
three (3) public companies impairs that memberibtalo serve on this Committee and, to the extewjuired, make a disclosure regarding
such determination in the Company’s annual proaiestent.

lll.  Meetings

A. The Committee shall meet at least four (e annually, or more frequently as circumstanasatd, and may hold meetings by
telephone and take action by unanimous written &otns

B. The Committee shall meet periodically in sapaexecutive sessions with the Chief Legal Offitiee chief officer of the Audit
Department, the Independent Accountants, the Ghirefincial Officer and the Chief Accounting Officer.

C. The Chair shall regularly report upon theteratdiscussed at each Committee meeting to thedRddirectors.

D. In addition to Committee members and the tapaditner of the Independent Accountants, the Gbikefcutive Officer, the Chief Legal
Officer, the Chief Financial Officer, the Chief Amanting Officer, the chief officer of the Audit Defgment and the Corporate Secretary ol
Company are generally expected to attend Commiteetings. The Committee may invite any other membearanagement or other
Company employee or outside advisor (either tddbmpany or to the Committee) to attend any Committeeting.

IV. Responsibilities and Duties
A. Committee Review and Evaluation

On an annual basis, the Committee shall revietvraassess the adequacy of this Charter, andateats performance.
B. Independent Accountants

To fulfill its responsibilities and duties undéis Charter, the Committee shall:

1. In its capacity as a Committee of the Boarddibectly responsible for the appointment (subjedtatification by the Company’s
shareholders), compensation, engagement termatiogte@nd oversight of the work of the Independsttountants.

2. Establish and amend as necessary, policiesraceqgures for pre-approving the retention of thaependent Accountants for audit, review,
attest and any permitted non-audit services, apdoap in advance the Independent Accountants’ prowiof any such services to the
Company in accordance with such policies and pnoeed In addition, the Committee shall review thesfand other compensation to be paid
to the Independent Accountants.

3. Evaluate the Independent Accountants’ qualifices, independence and effectiveness, and presestaluation to the full Board. In this
regard, the Committee will receive and review gasst annually, a report by the Independent Accotsdescribing:

(a) the Independent Accountants’ internalliy-control procedures;

(b) any material issues raised by the maxstnt internal quality-control review, peer revjewr Public Company Accounting Oversight
Board review, of the Independent Accountants, oatny inquiry or investigation by governmental oofigssional authorities, within the
preceding five (5) years, respecting one (1) oreniodependent audits carried out by the Independlecduntants, and any steps taken to
with any such issues; and

(c) all relationships between the Independecountants and the Company, as delineatedamaal written statement from the
Independent Accountants that meets Independenca Bdandard No. 1 — “Independence Discussions Aittiit Committees,” and the
Committee shall
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engage in active dialogue with the Independent Aotants regarding any relationship that might campse the Independent Accountants’
objectivity or independence.

4. Review and discuss with the Independent Accoust@) the scope and plan of their independerit atithe Company, and (b) any audit
problems or difficulties that the Independent Aauaunts encountered in the course of their audikvaad Company management’s response
thereto.

5. Receive timely direct reports from the Independeccountants describing, among other thingsc(iical accounting policies and practic
used in the Independent Accountants’ audit; (bakdirnative treatments of financial informatiorthim GAAP discussed with Company
management, including the ramifications of suchttrent and the treatment preferred by the Indepgrtcountants; and (c) all other
material written communications between the IndepenAccountants and Company management.

6. Establish policies for the hiring of employees former employees of the Independent Accountants.
C. Financial Reporting Processes and Disclosure Procedures
To fulfill its responsibilities and duties undéis Charter, the Committee shall:

1. Consider the Independent Accountants’ judgmabtait the Company’s internal control environmernt #ire appropriateness of the
Company’s accounting principles as applied toiitaricial reporting.

2. Consider and approve, if appropriate, major geario the Company’s auditing and accounting polesiand practices as suggested by the
Independent Accountants, Company management @t Department.

3. Review any significant disagreement among Compaanagement and the Independent Accountants @kutid Department in connecti
with the Company’s internal control environmenpoeparation of the financial statements or otheairicial reporting matters.

4. Review with Company management and the IndepgrtEzountants the results of their timely analyisignificant financial reporting
issues and developments, including changes imdaptans of, accounting principles and disclosuaefices. Such review shall also include
confirming that (2) management disclose its critizaounting policies that have a material impactlh® Company financial presentations
its public disclosures, and (b) in the event that€ompany’s public disclosures contain any profofinancial information, the presentation
of such information complies with the SEC rulesareling the accuracy of pro forma financial inforioat

5. Review and discuss with Company managementisé officer of the Audit Department and the Indagdent Accountants the adequacy
and effectiveness of, and management’s reporthenCbmpany’s internal control over financial repagt including with respect to (a) any
significant deficiencies or material weaknessehéndesign and operation of such controls and piures that could adversely affect the
Company’s ability to record, process, summarizerapart financial information, and any special astps adopted to address any material
control deficiencies, (b) any fraud, whether or matterial, that involves Company management orrahgloyees who have a significant |

in the Company’s internal control over financigboeting, and (c) the Independent Accountants’ ahatiastation to, and report on,
management’s internal controls assessment pursu&wction 404 of the Sarbanes-Oxley Act of 2002.
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6. Review, at least annually, the adequacy of matecontrols and procedures related to (a) exeewiypense accounts, including the use of
Company assets, and (b) compensation of Board nrsmbd senior executives of the Company.

7. Review and discuss with Company managementhanthtilependent Accountants the Company’s annudieauand quarterly financial
statements to be filed with the SEC, includingia@ach case the Company’s disclosures under “Managt’s Discussion and Analysis of
Financial Condition and Results of Operatiorantl (b) the matters required to be discussed Wwéhridependent Accountants by Stateme
Auditing Standards No. 100 (as in effect at thaeli with respect to quarterly statements, and bieStent of Auditing Standards No. 61 (as
in effect at that time) with respect to annualestagnts. In addition, the Committee will recommehdough the Chair, to the full Board
whether, based on the information available toGbenmittee, the Company’s audited financial stateasiehould be filed with the Company’s
Annual Report on SEC Form 10-K.

8. Discuss the Company’s earnings press releasegglhas financial information and earnings guiaprovided to analysts and ratings
agencies as appropriate.

9. Review the Company’s policies with respect & Assessment and risk management and the stegm@pmanagement has taken to
monitor and address significant operational risks.

D. Ethical and Legal Compliance
To fulfill its responsibilities and duties th@@mittee shall:

1. At least annually, review and approve the Corgjzaathics Policy, as may be materially revisedririme to time by Company
management subject to Committee approval, and shseith management the Company’s system to moaitdrenforce the Ethics Policy.

2. Establish procedures for (a) the treatment offaints received by the Committee regarding actiogninternal accounting controls or
auditing matters, and (b) the confidential, anonymsubmission by employees of the Company of cosaegarding questionable accoun
or auditing matters.

3. Review the staffing, organizational structure gaalifications of, and internal audit reportspaeed by, the Audit Department at least
annually.

4. Meet with the Company’s Chief Legal Officer acth Committee meeting (and, at least annually, mébtthe Chief Legal Officer in an
executive session), and review any matters of léafaility exposure that could reasonably be aptatéd to have a material impact on the
Company’s financial statements.

5. Perform any other activities consistent witts tBharter, the Company’s By-laws and governingdawxchange listing standards, as the
Committee or the Board of Directors deems necessaappropriate.

E. Authority to Engage | ndependent Counsel and Advisers; Funding of Independent Accountants

The Committee shall have the authority to retamsuch terms and conditions (including fees) dstermines to be appropriate, any out
advisors, including independent legal counselt deéms necessary to assist it in fulfilling itspensibilities and duties under this Charter,
and such retained advisors shall report directhéoCommittee. The Company shall, as determinatid¥ommittee, provide appropriate
funding for payment of compensation to the Independccountants and to any outside advisors reddiyethe Committee, and for payment
of administrative expenses of the Committee thatn@cessary and appropriate in carrying out iteslut
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Attachment C

AMENDED AND RESTATED KB HOME 1999 INCENTIVE PLAN
(as amended and restated on February 9, 2006)

Section 1. Purpose. The purposes of the KB Home Amended and Restat@d tentive Plan (the “Plan”) are to promote thieiiests of

KB Home and its stockholders by (i) attracting aethining exceptional employees; (ii) motivatinglsemployees by means of performance-
related incentives to achieve long-range perforraaoals; (iii) enabling such employees to partigpa the long-term growth and financial
success of the Company; and (iv) qualifying comp#ar paid under the Plan for deductibility undecton 162(m) of the Internal Revenue
Code of 1986, as amended. The Plan is an amendmeémestatement of the KB Home 1999 Incentive Riaich shall be effective as of the
Effective Date, subject to approval by the Comparsgbckholders as set forth in Section 16(a) hereof

Section 2. Definitions. As used in the Plan, the following terms shall hdagemeanings set forth below:

“Award” shall mean any Performan@ased Bonus opportunity granted under the Plawgdisas any Option, Stock Appreciation Right, st
of Restricted Stock, Performance Share, Stock @iher Stock-Based Award or a Performance-Baseddgwanted under the Plan or
granted in payment or settlement of a PerformaraseB Bonus.

“Award Agreement” shall mean any written agreemeantract, or other instrument or document (whickynmclude, if so designated by the
Committee, an Employment Agreement, as definedimgriacluding through electronic medium, evidergcemy Award, which may, but ne
not, be executed or acknowledged by a Participant.

“Board” shall mean the Board of Directors of then@many.
“Change of Ownership” means and includes eachefdhowing:

(a) Individuals who, as of the EffectivetBaf this Plan, constitute the Board of Directoishe Company (the “Board of Directors”
generally and as of the date hereof the “IncumBeiatrd”) cease for any reason to constitute at least a ityagdrthe directors constituting tt
Board of Directors, provided that any person becgnai director subsequent to the Effective DatdnisfPlan whose election, or nomination
for election by the Company’s shareholders, wasayga by a vote of at least three-quarters (3/4hefthen directors who are members of
the Incumbent Board (other than an election or maton of an individual whose initial assumptionodfice is (i) in connection with the
acquisition by a third person, including a “growgs’such term is used in Section 13(d)(3) of thehBrge Act, of beneficial ownership,
directly or indirectly, of 20% or more of the combd voting securities ordinarily having the rightvbte for the election of directors of the
Company (unless such acquisition of beneficial asii@ was approved by a majority of the Board akbiors who are members of the
Incumbent Board), or (ii) in connection with anwadtor threatened election contest relating toeleetion of the directors of the Company, as
such terms are used in Rule 14a-11 of Reguladénpgromulgated under the Exchange Act) shall beptoposes of this Plan, considered as
though such person were a member of the Incumbeawtd3 or
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(b) The Board of Directors (a majority ofilsh shall consist of directors who are memberthefincumbent Board) has determined th
Change of Ownership triggering the exercisabilitypptions and the lapse of restrictions on otherafdg as described in Section 13 hereof
shall have occurred.

“Code” shall mean the Internal Revenue Code of 188@&mended from time to time.

“Committee” shall mean the committee of the Boaedatibed in Section 3(a) hereof.

“Company” shall mean KB Home, together with anycassor thereto.

“Covered Employee” shall mean an Employee whorigoailld be, a “covered employee” within the mearoh@ection 162(m) of the Code.
“Disability” shall mean a Participant’s disabilitgs determined by the Committee in its sole digmmet

“Effective Date” shall have the meaning set foritSiection 16(a) hereof.

“Eligible Individual” shall mean any person whoas Employee, as determined by the Committee.

“Employee” shall mean any employee (as defineccoedance with Section 3401(c) of the Code) ofGbenpany or any Subsidiary.

“Employment Agreement” shall mean, with respecAteards relating to performance in any fiscal yeflathe Company, an agreement
between the Company and a Participant enteregimto to the end of the first fiscal quarter of buiscal year.

“Exchange Act” shall mean the Securities Exchangeof 1934, as amended.

“Fair Market Value” shall mean, as of any givenajdh) if Shares are traded on a securities ex&hdhg closing price of a Share as reported
in theWall Sreet Journal for the first trading date immediately prior to butate during which a sale occurred; or (b) if 8kare not traded

on a securities exchange, (i) the last sales fifiGhares are then listed as a National Marketdamder the NASD National Market System)
or (ii) the mean between the closing representdtiseand asked prices (in all other cases) for &han the date immediately prior to such
date on which sales prices or bid and asked praseapplicable, are reported by a national quatatystem; or (c) if Shares are not publicly
traded, or with respect to any non-Share based dwasettlement of an Award, the fair market vadstablished by the Committee acting in
good faith.

“Full Value Award” means any Award other than anti®p or Stock Appreciation Right or other Award fehich the Participant pays the
intrinsic value (whether directly or by forgoingight to receive a payment from the Company).

“Incentive Stock Option” means an Option that ieimded to meet the requirements of Section 42Be€ode or any successor provision
thereto.

“Non-Qualified Stock Option” shall mean an Optidrat is not intended to be an Incentive Stock Option

“Option” shall mean a right granted to a Participaumrsuant to Section 7 of the Plan to purchageeaiied number of Shares at a specified
price during specified time periods. An Option niyeither an Incentive Stock Option or a Non-QiedifStock Option.

“Other Stock-Based Award” shall mean any right gedrunder Section 10 of the Plan.
“Participant” shall mean any Eligible Individual wihas been granted an Award pursuant to the Plan.
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“Performance-Based Award” shall mean an Award grautd selected Covered Employees pursuant to $sdio8, 9 or 10 hereof, but which
is subject to the terms and conditions set fortBetion 11 hereof. All Performance-Based Awarésiaiended to qualify as Qualified
Performance-Based Compensation.

“Performance-Based Bonus” shall mean a bonus oppitytawarded in accordance with Section 6 of tlea P

“Performance Criteria” shall mean the criteria ttree Committee selects for purposes of establisthiag’erformance Goal or Performance
Goals for a Participant for a Performance Perida Performance Criteria that may be used to estaBlerformance Goals are limited to the
following: economic value-added, sales or reveme¢jncome (either before or after interest, tadegreciation and amortization), operating
earnings, cash flow (including, but not limited éperating cash flow and free cash flow), cash fteturn on capital, return on net assets,
return on stockholders’ equity, return on assetsirn on capital, stockholder returns, return dassaeturn on investments, productivity,
expense, margins, operating efficiency, customgsfaation, working capital, earnings per Sharéeper Share, market share, unit volume,
net sales and service quality, any of which maynleasured either in absolute terms or as comparaaytincremental change or as compared
to results of a peer group. The Committee shalhddh an objective fashion the manner of calcatathe Performance Criteria it selects to
use for such Performance Period for such Partitipan

“Performance Goals” shall mean, for a Performarexoé, the goals established in writing by the Cattea for the Performance Period
based upon one or more of the Performance Critesiaglected by the Committee. Depending on thfereance Criteria used to establish
such Performance Goals, the Performance Goals maxpressed in terms of overall Company performantiee performance of a division,
business unit, or an individual. The Committeetsrdiscretion, may, within the time prescribed3sction 162(m) of the Code, adjust or
modify the calculation of Performance Goals forrs®erformance Period in order to prevent the difutir enlargement of the rights of
Participants (a) in the event of, or in anticipataf, any unusual or extraordinary corporate iteransaction, event, or development, or (b) in
recognition of, or in anticipation of, any otherusamal or nonrecurring events affecting the Companthe financial statements of the
Company, or in response to, or in anticipationcbBnges in applicable laws, regulations, accoumgimciples, or business conditions.

“Performance Period” shall mean the one or moregdsrof time, which may be of varying and overlaggpdurations, as the Committee may
select, over which the attainment of one or momédPmance Goals will be measured for the purposgetérmining a Participant’s right to,
and the payment of, a Performance-Based Award.

“Performance Share” shall mean a right grantedRauicipant pursuant to Section 10(a) hereofeteive Shares, the payment of which is
contingent upon achieving certain Performance Gaoatgher performance-based targets establishedeb@ ommittee.

“Person” shall mean any individual, corporationitparship, association, joint-stock company, trustncorporated organization, government
or political subdivision thereof or other entity.

“Qualified Performance-Based Compensation” shathmany compensation that is intended to qualifigaalified performance-based
compensation” as described in Section 162(m)(49fGhe Code.
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“Restricted Stock’shall mean any Share awarded to a Participant patsa Section 9 of the Plan that is subject téagerestrictions and mi
be subject to risk of forfeiture.

“Rule 16b-3” shall mean Rule 16b-3 as promulgated interpreted by the SEC under the Exchangeohany successor rule or regulation
thereto as in effect from time to time.

“SEC” shall mean the Securities and Exchange Cosiarior any successor thereto and shall includ&tat thereof.
“Securities Act” shall mean the Securities Act 8838, as amended.

“Shares” shall mean shares of the Common Stocka$ialue, of the Company, and such other secsigfithe Company that may be
substituted for the Shares pursuant to Sectiorf #3ecPlan.

“Stock Appreciation Right” shall mean any right grad under Section 8 of the Plan.
“Stock Unit” shall mean any right granted underti®ec10(b) of the Plan.

“Subsidiary” shall mean any “subsidiary corporatias defined in Section 424(f) of the Code and apglicable regulations promulgated
thereunder or any other entity of which a majoatyhe outstanding voting stock or voting powebéneficially owned directly or indirectly
by the Company.

Section 3 Administration.

(&) Committee. The Plan shall be administered by the Committee. Tommittee shall consist solely of two or more rhers of the Board
each of whom is an “outside director,” within theaming of Section 162(m) of the Code, a membeh®Board who qualifies as a “Non-
Employee Director” as defined in Rule 16b-3(b){85er the Exchange Act, or any successor ruleaarithdependent director” under the
rules of the New York Stock Exchange (or other gipal securities market on which the Shares adettp as the same may be amended
time to time. Appointment of Committee members kbaleffective upon acceptance of appointmentislisale discretion, the Board may at
any time and from time to time exercise any andighiits and duties of the Committee under the Blaept with respect to matters which
under Section 162(m) of the Code or Rule 16b-&nyrregulations or rules issued thereunder, apained to be determined in the sole
discretion of the Committee.

(b) Authority of Committee. Subject to the terms of the Plan and applicable éawd in addition to other express powers and aizétmons
conferred on the Committee by the Plan, the Coremishall have full power and authority to: (i) desite Participants; (ii) determine the t
or types of Awards to be granted to each Parti¢jg@i determine the number of Awards to be geghtind the number of Shares to be
covered by, or with respect to which payments,tegar other matters are to be calculated in caiorewith, Awards; (iv) determine the
terms and conditions of any Award granted purst@ttie Plan, including, but not limited to, the mirdate, the exercise price, grant price, or
purchase price, any restrictions or limitationstlom Award, any schedule for lapse of forfeitureniesons or restrictions on the exercisability
of an Award, and accelerations or waivers theraa§, provisions related to non-competition and raaapof gain on an Award, based in each
case on such considerations as the Committee soligsdiscretion determings;ovided, however , that the Committee shall not have the
authority to accelerate the vesting or waive thréefture of any Performance-Based Awards; (v) datee whether, to what extent, and under
what circumstances Awards may be settled or ex@ddiscash, Shares, other securities, other Awardsher property, or canceled, forfeit
or sus-
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pended and the method or methods by which Awardshaaettled, exercised, canceled, forfeited, spsnded; (vi) interpret and administer
the Plan and any instrument or agreement relatingrtAward made under, the Plan; (vii) recommenthé Board any amendment, alterat
suspension, discontinuance or termination of tla@RAnd subject to the stockholder approval remere set forth in Section 14(a) hereof, to
take any such action not required by applicablettatye taken by the Board, (viii) establish, amentpend, or waive such rules and
regulations and appoint such agents as it shathdggropriate for the proper administration of Bth@n; and (ix) make any other
determination and take any other action that the@itee deems necessary or desirable for the asiration of the Plan.

(c) Action by the Committee. A majority of the Committee shall constitute a quar The acts of a majority of the members preseabya
meeting at which a quorum is present, and actsoapgrin writing by all members of the Committedi@u of a meeting, shall be deemed the
acts of the Committee. Each member of the Commisteatitled to, in good faith, rely or act uporyaeport or other information furnished
that member by any Employee of the Company or amsiliary, the Company’s independent registeredipabcounting firm, or any
executive compensation consultant or other pradessiretained by the Company or the Committee $gsais the administration of the Plan.

(d) Committee Decisions Binding. Unless otherwise expressly provided in the Pldrdedignations, determinations, interpretationsl, atier
decisions under or with respect to the Plan orfamgrd shall be within the sole discretion of then@oittee, may be made at any time and
shall be final, conclusive, and binding upon altdéas, including, but not limited to, the Compaany Subsidiary, any Participant, any holder
or beneficiary of any Award, any stockholder angl Employee.

(e) Delegation. To the extent permitted by applicable law, the Cdttea may from time to time delegate to a commititene or more
members of the Board or to one or more officethefCompany the authority to grant or amend Awé&rdRarticipants other than Participa
who are (a) senior executives of the Company wkaabject to Section 16 of the Exchange Act, (bye€ed Employees, or (c) officers of 1
Company (or members of the Board) to whom authaoityrant or amend Awards has been delegated hdgeuliny delegation hereunder
shall be subject to the restrictions and limits thea Committee specifies at the time of such daleg, and the Committee may at any time
rescind the authority so delegated or appoint adelegatee. At all times, the delegatee appointeluthis Section 3(e) shall serve in such
capacity at the pleasure of the Committee.

Section 4. Award Limits.

(a) Plan Shares. Subject to Section 4(b) and Section 13 hereofatfgregate number of Shares which may be grantedigoirto Awards
under the Plan shall only be the Shares which\aa#adle or may become available for grant underkB Home 1999 Incentive Plan as in
effect immediately prior to the Effective Dafgpvided, however , that such aggregate number of Shares availablgrémt under the Plan
shall be reduced by 1.25 Shares for each Sharéegranrsuant to any Full Value Award and shalldmuced by 1.0 Share for each Share
granted pursuant to any Option or Stock AppreamRight Award.

(b) Shares Availablefor Grant. To the extent that an Award terminates, expiresases for any reason, or is settled in cash Slrayes
subject to the Award shall again be available lier grant of
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an Award pursuant to the Plan. Any Shares tendaredthheld to satisfy the grant or exercise pocg¢ax withholding obligation pursuant to
any Award shall not be available for the grantmffavard pursuant to the Plan. To the extent peeaiitty applicable law or securities
exchange rule, Shares issued in assumption af, suhbstitution for, any outstanding awards of amyty acquired in any form of combination
by the Company or any Subsidiary shall not be aadiagainst Shares available for grant pursuamtisdPian. Notwithstanding the provisions
of this Section 4(b), no Shares may again be optlpgranted or awarded if such action would cansaeentive Stock Option to fail to
qualify as an incentive stock option under Sectia@ of the Code.

(c) Individual Sock-Based Awards. Subject to adjustment as provided in Section 18dfeno Participant may be granted stbelsed Award
under the Plan in any fiscal year that relate teertban 1,000,000 Shares. No provision of thisiBeet(c) shall be construed as limiting the
amount of any cash-based Award which may be grantady Participant.

(d) Sources of Shares Deliverable Under Awards. Any Shares delivered pursuant to an Award may etrisi whole or in part, of authorized
and unissued Shares or of Shares acquired by thp&uw on the open market or otherwise.

(e) Cash Award Limits. (i) Any Participant who is the Chief Executive @#r at the time of payment of an Award or Awarddarnthe Plan
(other than a stock-based Award) shall be eligiblbe paid in cash in any fiscal year an amounimekcess of $5,000,000 in respect of any
such Award(s), and (ii) no Participant other thaPaaticipant described in clause (i) of this Settdge) shall be eligible to be paid more than
$3,000,000 in cash in any fiscal year in respeenyf Award(s) under the Plan. No provision of tBéction 4(e) shall be construed as limiting
the number of stock-based Awards, or other cashebesmpensation for employment, that a Participzayt receive.

Section 5.  Eligibility and Participation.
(a) Eligibility. Each Eligible Individual shall be eligible to beagted one or more Awards pursuant to the Plan.

(b) Participation. Subject to the provisions of the Plan, the Committey, from time to time, select from among alpHiie Individuals,
those to whom Awards shall be granted and shadrdghe the nature and amount of each Award. Nalittigndividual shall have any right
to be granted an Award pursuant to this Plan.

Section 6. Performance-Based Bonuses.

(a) Grant. At such times and in such manner as the Committeend appropriate, the Committee may select Patitipand, subject to
Section 4(e) hereof, award to such Participant®fp®rtunity to earn a cash bonus @efformance-Based Bonus ™), which shall be
contingent upon the attainment of Performance Garatgher specific performance goals that are ésteddl by the Committee and relate to
one or more of the Performance Criteria or othecHje performance criteria, in each case on aifipdaate or dates or over any period or
periods determined by the Committee. Any such Perdince-Based Bonus paid to a Covered Employee lshallPerformance-Based Award
and be based upon objectively determinable bormasuias established in accordance with Section 1g@of.

(b) Employment Agreement. Notwithstanding Section 6(a) above, the formuladietermining a Performance-Based Bonus to anydizatit
may, if so determined by the Committee, be govelethe terms of an Employment Agreement applicédbkuch Participanprovided,
however , that such
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formula is in accordance with Section 162(m) of Goale.
Section 7.  Sock Options.
(a) General. The Committee is authorized to grant Options tdi€lpants on the following terms and conditions:

(1) Exercise Price. The exercise price per Share subject to an Optiafi Be determined by the Committee and set fortthé Award
Agreement; provided, however, that subject to ®acti(b)(3) hereof, the exercise price for any Qpsball not be less than 100% of the Fair
Market Value of a Share on the date of grant.

(2) Time and Conditions of Exercise. The Committee shall determine the time or timestdth an Option may be exercised in whole or
in part; provided, however, that the term of anyti@pgranted under the Plan shall not exceed tansyd he Committee shall also determine
the performance or other conditions, if any, thastrbe satisfied before all or part of an Optioryrba exercised; provided, however, that no
Option granted under the Plan shall become exdieisdter ten years from the date of grant.

(3) Payment. The Committee shall determine the methods by wttielexercise price of an Option may be paid, then fof payment,
including, without limitation: (i) cash, (ii) Shasdeld for such period of time as may be requinethb Committee in order to avoid adverse
accounting consequences and having a Fair Markee\tm the date of delivery equal to the aggregaezcise price of the Option or
exercised portion thereof, or (iii) other propeatyceptable to the Committee (including throughdékévery of a notice that the Participant has
placed a market sell order with a broker with respe Shares then issuable upon exercise of thmQmnd that the broker has been directed
to pay a sufficient portion of the net proceedshefsale to the Company in satisfaction of the @péixercise price; provided, however, that
payment of such proceeds is then made to the Compgzon settlement of such sale), and the methodghigh Shares shall be delivered or
deemed to be delivered to Participants. In the tethext the Company establishes, for itself or usirggservices of a third party, an automated
system for the exercise of Awards, such as a syggng an internet website or interactive voicgpoese, then the paperless exercise of
Awards by a Participant may be permitted throughube of such an automated system. Notwithstaradiggther provision of the Plan to t
contrary, no Participant shall be permitted to fieyexercise price of an Option with a loan from @ompany or a loan arranged by the
Company in violation of Section 13(k) of the ExcharAct.

(4) Evidence of Grant. All Options shall be evidenced by an Award Agreetristween the Company and the Participant. The Awar
Agreement shall include such additional provisiaasnay be specified by the Committee.

(5) Prohibition on Reload Grants. The Committee shall not have the authority to goargrovide for the automatic grant of an Option to
any Participant to replace Shares a Participamnietslin payment of the exercise price of any Qpticanted hereunder in accordance with
Section 7(a)(3) hereof, or in the event that thiakalding tax liability arising upon exercise ofya@ption by a Participant is satisfied through
the withholding by the Company of Shares otherwisié/erable upon exercise of the Option.

(b) Incentive Sock Options. Incentive Stock Options shall be granted only topkiyees and the terms of any Incentive Stock Optgmanted
pursuant to the Plan, in addition to the requireimen Section 7(a) above, must comply with the iowns of this Section 7(b).
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(1) Expiration. Subject to Section 7(b)(3) below, an Incentive 8tOption shall expire and may not be exercisechtoextent by any
Participant (or permitted beneficiary or represtwesof such Participant) after the first to ocofithe following events:

(i) Ten years from the date it is grahtenless an earlier time is set in the Award Agreet;
(i) Ninety days after the Participarntsmination of employment as an Employee for @&ason other than Disability or death; and

(iii) One year after the date of thetRgrant’s termination of employment as an Emplogaeaccount of Disability or death. Upon the
Participant’s Disability or death, any Incentive@& Options exercisable at the Participant’s Diggtir death may be exercised by the
Participant’s legal representative or represergatiby the person or persons entitled to do sawpuatgo the Participant’s last will and
testament, or, if the Participant fails to makdas®entary disposition of such Incentive Stock Qpto dies intestate, by the person or persons
entitled to receive the Incentive Stock Option parg to the applicable laws of descent and didiiobu

(2) Dollar Limitation. The aggregate Fair Market Value (determined aketitme the Option is granted) of all Shares witbpect to
which Incentive Stock Options are first exercisaijea Participant in any calendar year may not edt¢&100,000 or such other limitation as
imposed by Section 422(d) of the Code, or any sssmreprovision. To the extent that Incentive StOgltions are first exercisable by a
Participant in excess of such limitation, the escssall be considered Non-Qualified Stock Options.

(3) Ten Percent Owners. An Incentive Stock Option may be granted to anyti€ipant who, at the date of grant, owns Sharesggmsng
more than ten percent of the total combined vatioger of all classes of Shares only if such Optiogranted at a price that is not less than
110% of Fair Market Value on the date of grant HredOption is exercisable for no more than fivergdeom the date of grant.

(4) Notice of Disposition. The Participant shall give the Company prompt motitany disposition of Shares acquired by exemismn
Incentive Stock Option within (i) two years frometdate of grant of such Incentive Stock Optioniipofe year after the transfer of such
Shares to the Participant.

(5) Right to Exercise. Except as provided in Section 7(b)(1)(iii)) aboveridg a Participant’s lifetime, an Incentive Sta@ktion may be
exercised only by the Participant.

(6) Failure to Meet Requirements. Any Option (or portion thereof) purported to belacentive Stock Option, which, for any reason &
to meet the requirements of Section 422 of the Gbadl be considered a Non-Qualified Stock Option.

Section 8.  Sock Appreciation Rights.

(a) Grant. Subject to the provisions of the Plan, the Commileall have sole and complete authority to detegrifie Participants to whom
Stock Appreciation Rights shall be granted, the Inenof Shares to be covered by each Stock Appieci&ight Award, the grant price
thereof and the conditions and limitations applieab the exercise thereof. Stock Appreciation Righay be granted in tandem with another
Award, in addition to another Award, or freestadand unrelated to another Award. Stock Appreaiiahts granted in tandem with or in
addition to an Award may be granted either at Hmaestime as the Award or at a later time. A Stopprciation Right shall be
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subject to such terms and conditions not inconsistéh the Plan as the Committee shall imposesiradl be evidenced by an Award
Agreement.

(b) Exercise and Payment. The Committee shall determine the time or timestath a Stock Appreciation Right may be exercised/ole o
in part;provided, however , that the term of any Stock Appreciation Rightrgeal under the Plan shall not exceed ten yearsCbhemittee
shall also determine the performance or other ¢immd, if any, that must be satisfied before alpart of a Stock Appreciation Right may be
exercisedprovided, however , that no Stock Appreciation Right granted underRfan shall become exercisable after ten yeans tine date
of grant. A Stock Appreciation Right shall entithee Participant (or other person entitled to exser¢he Stock Appreciation Right pursuant to
the Plan) to exercise all or a specified portiothef Stock Appreciation Right (to the extent thgareisable pursuant to its terms) and to
receive from the Company an amount equal to thdymtoof (i) the excess of (A) the Fair Market VahfeShares on the date the Stock
Appreciation Right is exercised over (B) the Famrket Value of Shares on the date the Stock Apatied Right was granted and (i) the
number of Shares with respect to which the Stocgrégiation Right is exercised, subject to any latiitns the Committee may impose and
any applicable tax withholding. Payment of the antewletermined under this Section 8(b) shall beeniadash, in Shares (based on their
Fair Market Value as of the date the Stock ApptamiaRight is exercised) or a combination of bath determined by the Committee in the
Award Agreement.

(c) Other Terms and Conditions. Subject to the terms of the Plan and any applicAllard Agreement, the Committee shall determiner at
after the grant of a Stock Appreciation Right, téien, methods of exercise, methods and form ofeseént, and any other terms and
conditions of any Stock Appreciation Right. Any Budetermination by the Committee may be changetthdyommittee from time to time
and may govern the exercise of Stock Appreciatimh® granted or exercised prior to such deternunas well as Stock Appreciation
Rights granted or exercised thereafter. The Coremittay impose such conditions or restrictions erettercise of any Stock Appreciation
Right as it shall deem appropriate.

Section 9. Restricted Stock.

(a) Grant. Subject to the provisions of the Plan, the Committieall have sole and complete authority to detegrthe Participants to whom
Shares of Restricted Stock shall be granted, thebeu of Shares of Restricted Stock to be granteditt Participant, the duration of the
period during which, and the conditions under whitle Restricted Stock may be forfeited to the Canyp and the other terms and conditi
of such Awards. Subject to Section 13(b) hereaf,plriod during which such Awards may be forfettethe Company shall terminate in
three equal annual installments from the date ahigof such Awardgrovided, however , that the Committee may determine to have such
period terminate after the first anniversary of dag¢e of grant of any such Award if the Committas bstablished conditions for the earnin
such Award that relate to performance of the Comparone or more divisions or units thereof. Allards of Restricted Stock shall be
evidenced by an Award Agreement.

(b) Forfeiture. Except as otherwise determined by the Committéleeatime of the grant of the Award or thereaftgmom termination of
employment during the applicable restriction peridstricted Stock that is at that time subjecegirictions shall be forfeited.

(c) Certificatesfor Restricted Stock. Restricted Stock granted pursuant to the Plan reagvi
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denced in such manner as the Committee shall digteriifi certificates representing shares of Re®dStock are registered in the name of
the Participant, certificates must bear an appat@iegend referring to the terms, conditions, rstrictions applicable to such Restricted
Stock, and the Company may, at its discretionjmegihysical possession of the certificate untilrstime as all applicable restrictions lapse.

(d) Dividends and Distributions. Dividends and other distributions paid on or inpesgt of any Shares of Restricted Stock may be glisgettly
to the Participant, or may be reinvested in add#licGhares of Restricted Stock, as determined &y thmmittee in its sole discretion.

Section 10. Other Sock-Based Awards. The Committee shall have authority to grant to Bayticipant an “Other Stock-Based Award”,
which shall consist of any right which is (i) nat Award described in Section 6 through Sectionr@dfeand (ii) an Award of Shares or an
Award denominated or payable in, valued in wholgrart by reference to, or otherwise based arlated to, Shares (including, without
limitation, securities convertible into Shares)dasmed by the Committee to be consistent witlpthiposes of the Plaprovided, however ,
that any such rights must comply, to the extentisbdesirable by the Committee, with applicable dend/or securities exchange listing
requirements. Subject to the terms of the Planaarydapplicable Award Agreement, the Committee ghetiérmine the terms and conditions
of any such Other Stock-Based Award. Other-StockeBaAwards shall include, but not be limited toff®fenance Share Awards and Stock
Unit Awards.

(a) Performance Share Awards. Any Participant selected by the Committee may laemigd one or more Performance Share awards which
shall be denominated in a number of Shares andwhay be linked to any one or more of the Perfocedbriteria or other specific
performance criteria determined appropriate byGbemmittee, in each case on a specified date os @atever any period or periods
determined by the Committee. In making such deteations, the Committee shall consider (among stioér dactors as it deems relevant in
light of the specific type of award) the contrilauts, responsibilities and other compensation optrécular Participant.

(b) Sock Unit Awards.

(1) Grant of Sock Unit Awards. The Committee shall have authority to grant toiBigdnts Stock Unit Awards, the value of which is
based, in whole or in part, on the Fair Market \éadfi Shares. Each Stock Unit shall consist of &keeping entry representing an amount
equivalent to the Fair Market Value of one SharehSStock Units represent an unfunded and unseainléghtion of the Company, except
otherwise provided for by the Committee. Stock Emilay be granted as additional compensation éeundf any other compensation, as
specified by the Committee, or may be issued upencése of Options or Stock Appreciation Rightsjrolieu of a Performance Share Award
or Restricted Stock Award, provided that for anya®hto be purchased in connection with a Stock Bwird other than upon exercise of an
Option or Stock Appreciation Right or in settlemeht Performance Share Award or Restricted Stoskrdl, the purchase price or the
amount of consideration paid or of other compensdtiregone shall be equal to at least 100% oft#ieMarket Value of such Share on the
date such Award is granted. Subject to the prorssif the Plan, Stock Unit Awards shall be subjesuch terms, restrictions, conditions,
vesting requirements and payment rules as the Ctieenwnay determine in its sole discretion.
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(2) <ettlement of Sock Units. Unless provided otherwise by the Committee, settlgnof Stock Units shall be made by issuance ofe&
and shall occur within 60 days after a Participatgtmination of employment for any reason. The @ittee may provide for Stock Units to
be settled in cash (at the election of the Commariiie Participant, as specified by the Committe®) to be made at such other times as it
determines appropriate or as it permits a Partitipachoose. The amount of Shares, or other segtie medium, to be so distributed may be
increased by an interest factor or by dividend eajents, which may be valued as if reinvested iar& Until a Stock Unit is settled, the
number of Shares represented by a Stock Unit bbealbject to adjustment pursuant to Section 18dfier

(c) Term. Except as otherwise provided herein, the term gfAamard of Performance Shares, Stock Units or O8teck-Based Awards shall
be set by the Committee in its discretion.

(d) Exercise or Purchase Price. The Committee may establish the exercise or puechdse, if any, of any Award of Performance Shares
Stock Units or Other Stock-Based Awargspvided, however , that such price shall not be less than the plalevaf a Share on the date of
grant, unless otherwise permitted by applicableedeav.

(e) Exercise Upon Termination of Employment. An Award of Performance Shares, Stock Units or ©8teck-Based Awards shall only be
exercisable or payable while the Participant i€employee;provided, however , that the Committee in its sole and absolute digmn may
provide that an Award of Performance Shares, Stbuks or Other Stock-Based Awards may be exerasqahid subsequent to a termination
of employment, as applicable, or following a Chan§®wnership of the Company, or because of thédizant’s retirement, death or
Disability, or otherwiseprovided, further , that any such provision with respect to PerforoeaBhares or Stock Units shall be subject to the
requirements of Section 162(m) of the Code thatyajgpQualified Performance-Based Compensation,re/lagplicable for Company
deductibility purposes.

(f) Formof Payment. Payments with respect to any Awards granted urdgiSection 10 shall be made in cash, in Sharascombination of
both, as determined by the Committee.

(g) Award Agreement. All Awards under this Section 10 shall be subjecstich additional terms and conditions as deteminyethe
Committee and shall be evidenced by an Award Agesgm

Section 11Performance-Based Awards

(a) Purpose. The purpose of this Section 11 is to provide then@®ittee the ability to qualify Awards other thant@ps and that are granted
pursuant to Sections 6, 8, 9 and 10 hereof as iPesface-Based Awards. If the Committee, in its dion, decides to grant a Performance-
Based Award to a Covered Employee, the provisidiiki® Section 11 shall control over any contrargyision contained in Section 6, 8, 9 or
10 hereofprovided, however , that the Committee may in its discretion grantates to Covered Employees that are based on Penfaen
Criteria or Performance Goals but that do not §atite requirements of this Section 11.

(b) Applicability. This Section 11 shall apply only to those Coveratpbyees selected by the Committee to receive Redioce-Based
Awards. The designation of a Covered EmployeeRarticipant for a Performance Period shall notniy manner entitle the Participant to
receive an Award for the period. Moreover, desiiggmatf a Covered Employee as a Participant forrtiqudar Performance Period shall not
require designation of such Covered Employee amticipant in any subsequent Performance Perioddasijnation of one
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Covered Employee as a Participant shall not reqlesignation of any other Covered Employees astiipant in such period or in any ott
period.

(c) Procedureswith Respect to Performance-Based Awards. To the extent necessary to comply with the Quaifferformance-Based
Compensation requirements of Section 162(m)(4)Ghe Code, with respect to any Award granted urBkation 6, 8, 9 or 10 hereof which
may be granted to one or more Covered Employeestaothan ninety (90) days following the commaneat of any fiscal year in question
or any other designated fiscal period or periodasfice (or such other time as may be requireceonijited by Section 162(m) of the Code),
the Committee shall, in writing, (1) designate onenore Covered Employees, (2) select the Perfoce&@niteria applicable to the
Performance Period, (3) establish the Performarm@szand amounts of such Awards, as applicableshwvhay be earned for such
Performance Period, and (4) specify the relatignbetween Performance Criteria and the Perform@&uzds and the amounts of such
Awards, as applicable, to be earned by each Covemgaloyee for such Performance Period. Followiregdgbmpletion of each Performance
Period, the Committee shall certify in writing whet the applicable Performance Goals have beeesathifor such Performance Period. In
determining the amount earned by a Covered Emp|dizgeeCommittee shall have the right to reducdiorieate (but not to increase) the
amount payable at a given level of performancake into account additional factors that the Coneaitnay deem relevant to the assessi
of individual or corporate performance for the Barfance Period.

(d) Payment of Performance-Based Awards. Unless otherwise provided in the applicable Awagieement, a Covered Employee must be
employed by the Company or a Subsidiary on thead@grformance-Based Award for such Performance®®eripaid to the Covered
Employee. Furthermore, a Covered Employee shadligible to receive payment pursuant to a PerfomeaBased Award for a Performance
Period only if the Performance Goals for such mkee achieved. In determining the amount earndermua Performance-Based Award, the
Committee may reduce or eliminate the amount oPthdormance-Based Award earned for the PerformBeded, if in its sole and absolute
discretion, such reduction or elimination is appiaie.

(e) Additional Limitations. Notwithstanding any other provision of the Plany &ward which is granted to a Covered Employeeiand
intended to constitute Qualified Performance-BaSethpensation shall be subject to any additionatditions set forth in Section 162(m) of
the Code (including any amendment to Section 162frthe Code) or any regulations or rulings isstiedeunder that are requirements for
qualification as Qualified Performan&ased Compensation, and the Plan shall be deemeuddaih to the extent necessary to conform to
requirements.

Section 12. Provisions Applicable to Awards.

(a) Sand-Alone and Tandem Awards. Awards granted pursuant to the Plan may, in therelion of the Committee, be granted either alame,
addition to, or in tandem with, any other Awardrgead pursuant to the Plan. Awards granted in amdit or in tandem with other Awards
may be granted either at the same time as or iffieaetht time from the grant of such other Awards.

(b) Beneficiaries. Notwithstanding Section 15(b) hereof, a Particigaay, in the manner determined by the Committegigdate a
beneficiary to exercise the rights of the Partinipand to receive any distribution with respecamy Award upon the Participant’s death. A
beneficiary, legal guardian, legal representativegther person claiming any rights pursuant toRlan is subject to all
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terms and conditions of the Plan and any Award Agrent applicable to the Participant, except taetttent the Plan and Award Agreement
otherwise provide, and to any additional restritsidleemed necessary or appropriate by the Commiitiee beneficiary has been designated
or survives the Participant, payment shall be madke person entitled thereto pursuant to thedfaant’s will or the laws of descent and
distribution. Subject to the foregoing, a benefigidesignation may be changed or revoked by adfaatit at any time provided the change or
revocation is filed with the Committee.

Section 13. Changesin Capital Sructure.
(a) Adjustments.

(1) In the event of any stock dividend, stock sgii@mbination or exchange of shares, merger, catamn, spin-off, recapitalization or other
distribution (other than normal cash dividendsfompany assets to stockholders, or any other chafifgting the Shares or the price of the
Shares, the Committee shall make such proportiadjtestments, if any, as the Committee in its don may deem appropriate to reflect
such change with respect to (i) the aggregate nuarmekind of shares that may be issued underldre(ihcluding, but not limited to,
adjustments of the limitations in Section 4(a) &sdtion 4(c) hereof; (ii) the terms and conditiohgny outstanding Awards (including,
without limitation, any applicable performance &tgjor criteria with respect thereto); and (i trant or exercise price per Share for any
outstanding Awards under the Plan. Any adjustm&atting an Award intended as Qualified PerformaBesed Compensation shall be
made consistent with the requirements of Sectid@{rip of the Code.

(2) In the event of any transaction or event dégdtiin this Section 13 or any unusual or nonreggrtiansactions or events affecting the
Company, any Subsidiary, any affiliate of the Compar the financial statements of the Companynyr @ubsidiary or affiliate, or of
changes in applicable laws, regulations or accagrgrinciples, the Committee, in its sole and algodliscretion, and on such terms and
conditions as it deems appropriate, either byehas of the Award or by action taken prior to tleewrrence of such transaction or event and
either automatically or upon the Participant’s resiuis hereby authorized to take any one or mbtteedfollowing actions whenever the
Committee determines that such action is apprapnmabrder to prevent dilution or enlargement @& bienefits or potential benefits intende
be made available under the Plan or with respeghyoAward under the Plan, to facilitate such taatisns or events or to give effect to such
changes in laws, regulations or principles:

(i) To provide for either (A) terminatiori any such Award in exchange for an amount of céigmy, equal to the amount that would
have been attained upon the exercise of such Awrarellization of the Participastrights (and, for the avoidance of doubt, if athefdate ¢
the occurrence of the transaction or event deatiibéhis Section 13 the Committee determines iodgiith that no amount would have been
attained upon the exercise of such Award or retidimaf the Participant’s rights, then such Awardynioe terminated by the Company
without payment) or (B) the replacement of such Adwaith other rights or property selected by ther@attee in its sole discretion;

(ii) To provide that such Award be assurbgdhe successor or survivor corporation, or aqtase subsidiary thereof, or shall be
substituted for by similar options, rights or awsaobvering the stock of the successor or surviegparation, or a parent or subsidiary ther
with appropriate adjustments as to the number &mdidf shares and prices;
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(iii) To make adjustments in the number &k of Shares (or other securities or propetject to outstanding Awards, and in the
number and kind of outstanding Restricted StockidP@ance Shares or Stock Units and/or in the teantsconditions of (including the grant
or exercise price), and the criteria included utstanding options, rights and awards and optioglats and awards which may be granted in
the future;

(iv) To provide that such Award shall beemisable or payable or fully vested with respecilt Shares covered thereby, notwithstant
anything to the contrary in the Plan or the apliesAward Agreement; and

(v) To provide that the Award cannot vést,exercised or become payable after such event.

(b) Acceleration Upon a Change of Ownership. Notwithstanding Section 13(a) above, and excepbag otherwise be provided in any
applicable Award Agreement or other written agreeineatered into between the Company and a Pantigiiaa Change of Ownership occ
and a Participant’s Awards are not converted, assgiyior replaced by a successor entity, then imrtedgiprior to the Change of Ownership
such Awards shall become fully exercisable andbaleiture restrictions on such Awards shall laggpon, or in anticipation of, a Change of
Ownership, the Committee may cause any and all Asvautstanding hereunder to terminate at a spéiiie in the future, including but not
limited to the date of such Change of Ownership, stmall give each Participant the right to exersiseh Awards during a period of time as
the Committee, in its sole and absolute discresba)l determineprovided, however , that the Committee may not extend the originaireise
periods for Options or Stock Appreciation Rightsuth extension would cause such Options or StagkeCiation Rights to constitute non-
qualified deferred compensation subject to Secti@®A of the Code. In the event that the terms gfagreement between the Company or
any Subsidiary or affiliate of the Company and &iBi@ant contains provisions that conflict withcaare more restrictive than the provisions
of this Section 13(b), this Section 13(b) shaliMaieand control and the more restrictive termswth agreement (and only such terms) shall
be of no force or effect.

(c) No Other Rights. Except as expressly provided in the Plan, no Rpatitt shall have any rights by reason of any subidin or
consolidation of shares of stock of any classpdyment of any dividend, any increase or decraatieei number of shares of stock of any
class or any dissolution, liquidation, merger, ensolidation of the Company or any other corporatiexcept as expressly provided in the
Plan or pursuant to action of the Committee undermRlan, no issuance by the Company of sharesdi sf any class, or securities
convertible into shares of stock of any class,|sdfédct, and no adjustment by reason thereof diethade with respect to, the number of
Shares subject to an Award or the grant or exeprise of any Award.

Section 14. Amendment and Termination.

(a) Amendmentsto the Plan. Subject to Section 15(s) hereof, with the appra¥dhe Board, at any time and from time to time, @ommittee
may terminate, amend or modify the Plarmvided, however , that (1) to the extent necessary and desiralderaply with any applicable lay
regulation, or securities exchange rule, the Compaiall obtain stockholder approval of any Plan admeent in such a manner and to such a
degree as required, and (2) stockholder approvabjisired for any amendment to the Plan that @ldases the number of shares available
under the Plan (other than any adjustment as pedviy Sec-
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tion 13 hereof), (ii) permits the Committee to gr@mptions with an exercise price that is below Ré@rket Value on the date of
grant, (iii) permits the Committee to extend thereise period for an Option beyond ten years froendate of grant, or

(iv) expands the class of persons who are eligibjgarticipate in the Plan. Notwithstanding anyvismn in this Plan to the
contrary, no Option may be amended to reduce th&lpare exercise price of the Shares subject to Gption below the per
Share exercise price as of the date the Optioraistgd and, except as permitted by Section 13 haredption may be granted
in exchange for, or in connection with, the carat&h or surrender of an Option having a higherSiesire exercise price.

(b) Amendmentsto Awards. Except with respect to amendments made pursu&edtion 15(s) hereof, no termination, amendment, or
modification of the Plan shall adversely affecaimy material way any Award previously granted parguo the Plan without the prior written
consent of the Participant.

(c) Cancellation. Any provision of this Plan or any Award Agreemeamthe contrary notwithstanding, the Committee mayse any Award
granted hereunder to be canceled in considerafiarcash payment or alternative Award made to thédr of such canceled Award equal in
value to the Fair Market Value of such canceled dlyprovided, however , that no Option may be amended to reduce the lpereSexercise
price of the Shares subject to such Option bel@ptr Share exercise price as of the date the ©ijstigranted and, except as permitted by
Section 13 hereof, no Option may be granted in &xgh for, or in connection with, the cancellatiorsorrender of an Option having a higher
per Share exercise price.

Section 15. General Provision

(a) Dividend Equivalents. In the sole and complete discretion of the Commjtéany Award (other than Award made as an Opticm $tock
Appreciation Right) may provide the Participantiwitividends or dividend equivalents, payable irh¢c&hares, other securities or other
property on a current or deferred basis.

(b) Nontransferability. No Award shall be assigned, alienated, pledgedcladtd, sold or otherwise transferred or encumhbeyedParticipant,
except by will or the laws of descent and distiimutand except by gift or a domestic relations otdenembers of the Participant’s family, or
trusts or other entities whose beneficiaries oefieral owners are the Participant or members efRarticipant’s family, without approval of
the stockholders of the Company.

(c) No Rightsto Awards. Except as may be provided in an Employment Agre¢nmenEligible Individual or other person shall leaany
claim to be granted any Award, and there is nogaltibn for uniformity of treatment of EmployeestRapants, or holders or beneficiaries of
Awards. The terms and conditions of Awards neededhe same with respect to each recipient.

(d) Share Certificates; Book Entry Procedures.

(1) Notwithstanding anything herein to tmmtrary, the Company shall not be required toessudeliver any certificates evidencing
Shares pursuant to the exercise of any Award, sr@ed until the Board has determined, with adviaeansel, that the issuance and delivery
of such certificates is in compliance with all dapable laws, regulations of governmental authaitied, if applicable, the requirements of
securities exchange on which the Shares are listedded. All Share certificates delivered purddarthe Plan are subject to any stogmsfe
orders and other
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restrictions as the Committee deems necessarw@adide to comply with federal, state, or foreignigdiction, securities or other laws, rules
and regulations and the rules of any securitieb@xge or automated quotation system on which tlaeeShare listed, quoted, or traded. The
Committee may place legends on any Share certfiateference restrictions applicable to the Shdreaddition to the terms and conditions
provided herein, the Committee may require thaaiéipant make such reasonable covenants, agreésnaenl representations, or do or
refrain from such acts, as the Committee, in is€idition, deems advisable in order to comply with such laws, regulations, or requireme
The Committee shall have the right to require aasti€ipant to comply with any timing or other rastions with respect to the settlement or
exercise of any Award, including a window-periatiiiation, as may be imposed in the discretion ef@ommittee.

(2) Notwithstanding any other provisiontioé Plan, unless otherwise determined by the Coteendr required by any applicable law,
rule or regulation, the Company shall not delivceaty Participant certificates evidencing Sharegedd in connection with any Award and
instead such Shares shall be recorded in the lmfgke Company (or, as applicable, its transfenage stock plan administrator).

(e) Withholding. The Company or any Subsidiary shall have the aifyhand the right to deduct or withhold, or requér@articipant to remit
to the Company, an amount sufficient to satisfyefad] state, local and foreign taxes (includingRlagticipant’s employment tax obligations)
required by law to be withheld with respect to #aable event concerning a Participant arising i@salt of this Plan. The Committee may
its discretion and in satisfaction of the foregoiaguirement allow a Participant to elect to hdae@ompany withhold Shares otherwise
issuable under an Award (or allow the return ofr88phaving a Fair Market Value equal to the suegsiired to be withheld. Notwithstandi
any other provision of the Plan, the number of 88avhich may be withheld with respect to the issaamesting, exercise or payment of any
Award (or which may be repurchased from the Paaici of such Award within six months (or such otheriod as may be determined by the
Committee) after such Shares were acquired by aéimgcant from the Company) in order to satisfg Barticipant’s federal, state, local and
foreign income and payroll tax liabilities with pesct to the issuance, vesting, exercise or payofahe Award shall be limited to the number
of Shares which have a Fair Market Value on the datvithholding or repurchase equal to the aggeegmount of such liabilities based on
the minimum statutory withholding rates for fedesthte, local and foreign income tax and payedigurposes that are applicable to such
supplemental taxable income.

(f) Award Agreements. Each Award hereunder shall be evidenced by an Avgrdement which shall be delivered to the Paréiotpand sha
specify the terms and conditions of the Award amylrailles applicable thereto, including but not il to the effect on such Award of the
death, Disability, retirement or other terminatmremployment of a Participant, and the Companytherity to unilaterally or bilaterally
amend, modify, suspend, cancel or rescind an Award.

(g) No Limit on Other Compensation Arrangements. Nothing contained in the Plan shall prevent the Gany or any Subsidiary from
adopting or continuing in effect other compensatomngements, which may, but need not, provid¢hf@igrant of bonuses, options,
restricted stock, Shares and other types of Awprasgided for hereunder (subject to stockholder apglrif such approval is required), and
such arrangements may be either generally appicatdpplicable only in specific cases.
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(h) No Right to Employment. Nothing in the Plan or any Award shall be constrasdjiving a Participant the right to be retaimethie employ
of the Company or any Subsidiary. Further, the Camypor a Subsidiary may at any time dismiss a &patnt from employment, with or
without cause, free from any liability or any claimder the Plan.

(i) No Rights as Sockholder. Subject to the provisions of the applicable Awaral Participant or holder or beneficiary of any Adiahall

have any rights as a stockholder with respect yoSirares to be distributed under the Plan untdrighe has become the record or beneficial
owner of such Shares. Notwithstanding the foregdimgonnection with each grant of Restricted Stoekeunder, the applicable Award shall
specify if and to what extent the Participant shall be entitled to the rights of a stockholderaspect of such Restricted Stock.

() Governing Law. The validity, construction, and effect of the P&rd any rules and regulations relating to the Btahany Award
Agreement shall be determined in accordance wehatvs of the State of California, except to theeekthat the General Corporation Law of
the State of Delaware is applicable.

(k) Severability. If any provision of the Plan or any Award is or bees or is deemed to be invalid, illegal, or unesdable in any
jurisdiction or as to any Person or Award, or wodisualify the Plan or any Award under any lawrded applicable by the Committee, si
provision shall be construed or deemed amendedrtfoan the applicable laws, or if it cannot be domesd or deemed amended without, in
the determination of the Committee, materially rathig the intent of the Plan or the Award, such [Bmn shall be stricken as to such
jurisdiction, Person or Award and the remaindethefPlan and any such Award shall remain in fuitéoand effect

() Other Laws. The obligation of the Company to make payment cdiras in Shares or otherwise shall be subject tapglicable laws, rule
and regulations, and to such approvals by goverhagsncies as may be required. The Company mageaéduissue or transfer any Shares or
other consideration under an Award if, acting #nsible discretion, it determines that the issuand¢eansfer of such Shares or such other
consideration might violate any applicable lawegulation or entitle the Company to recover theesander Section 16(b) of the Exchange
Act, and any payment tendered to the Company karticipant, other holder or beneficiary in connectivith the exercise of such Award
shall be promptly refunded to the relevant Paréintpholder or beneficiary. Without limiting therggality of the foregoing, no Award gran
hereunder shall be construed as an offer to saliréees of the Company, and no such offer shalbbistanding, unless and until the
Committee in its sole discretion has determinet dhg such offer, if made, would be in compliangghwall applicable requirements of the
U.S. federal securities laws and any other lawsttiwh such offer, if made, would be subject. Thenpany shall be under no obligation to
register pursuant to the Securities Act any ofShares paid pursuant to the Plan. If Shares pagupat to the Plan may in certain
circumstances be exempt from registration pursteatite Securities Act, the Company may restrictithasfer of such shares in such manner
as it deems advisable to ensure the availabilignyfsuch exemption.

(m) No Trust or Fund Created. The Plan is intended to be an “unfunded” plan fi@entive compensation. Neither the Plan nor anyrdwa
shall create or be construed to create a trustmarate fund of any kind or a fiduciary relatiopshetween the Company or any Subsidiary or
any
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affiliate and a Participant or any other Personthieextent that any Person acquires a right teiveg@ayments from the Company or any
Subsidiary pursuant to an Award, such right shalhb greater than the right of any unsecured geaeditor of the Company or any
Subsidiary.

(n) Indemnification. To the extent allowable pursuant to applicable keach member of the Committee and each membeeddhard shall

be indemnified and held harmless by the Company fray loss, cost, liability, or expense that maynyeosed upon or reasonably incurred
by such member in connection with or resulting frany claim, action, suit, or proceeding to whichoneshe may be a party or in which he or
she may be involved by reason of any action oufaito act pursuant to the Plan and against ama &wy and all amounts paid by him or her
in satisfaction of judgment in such action, suitpooceeding against him or he@rpvided, however , that he or she gives the Company an
opportunity, at its own expense, to handle andrikfee same before he or she undertakes to handldedend it on his or her own behalf.
The foregoing right of indemnification shall not &eclusive of any other rights of indemnificatianvwhich such persons may be entitled
pursuant to the Company’s Certificate of Incorpiorabr Bylaws, as a matter of law, or otherwiseany power that the Company may have
to indemnify them or hold them harmless.

(0) No Fractional Shares. No fractional Shares shall be issued or deliveradymant to the Plan or any Award, and the Commghes!
determine whether cash shall be paid in lieu offaagtional Shares or whether such fractional Shahall be eliminated by rounding up or
down as it deems appropriate.

(p) Expenses. The expenses of administering the Plan shall beebby the Company and its Subsidiaries.

(g) Headings. Headings are given to the Sections and subseatiahe Plan solely as a convenience to facilitaterence. Such headings
shall not be deemed in any way material or relet@itte construction or interpretation of the Réarany provision thereof and, in the ever
any conflict, the text of the Plan, rather thantstittes or headings, shall control.

(r) Limitations Applicable to Section 16 Persons. Notwithstanding any other provision of the Plarg BHan, and any Award granted or
awarded to any Participant who is then subjecteitin 16 of the Exchange Act, shall be subjeetrtp additional limitations set forth in any
applicable exemptive rule under Section 16 of tkehange Act (including any amendment to Rule 1Bt8t are requirements for the
application of such exemptive rule. To the extesrnpitted by applicable law, the Plan and Awardsiggd or awarded hereunder shall be
deemed amended to the extent necessary to confosach applicable exemptive rule.

(s) Section 409A. To the extent that the Committee determines thattavard granted under the Plan is subject to Sect@PA of the Code,
the Award Agreement evidencing such Award shalbiporate the terms and conditions required by 8e@D9A of the Code. To the extent
applicable, the Plan and Award Agreements shailhtegpreted in accordance with Section 409A of@wele and Department of Treasury
regulations and other interpretive guidance isgheteunder, including without limitation any sudgyulations or other guidance that may be
issued or amended after the Effective Date. Nostéthding any provision of the Plan to the contrarghe event that following the Effective
Date the Committee determines that any Award masulbgect to Section 409A of the Code and relateplatenent of Treasury guidance
(including such Department of Treasury guidancmag be issued after the Effective Date), the Comemitmay adopt such
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amendments to the Plan and the applicable Awar@éeékxgent or adopt other policies and proceduresu@iml) amendments, policies and
procedures with retroactive effect), or take arheotctions, that the Committee determines aressacg or appropriate to (1) exempt the
Award from Section 409A of the Code and/or preséecintended tax treatment of the benefits pravidéh respect to the Award, or

(2) comply with the requirements of Section 409Are Code and related Department of Treasury gailan

Section 16. Term of the Plan.

(a) Effective Date. The Plan shall become effective on the date the iBlapproved by the Company’s stockholders (t&éfective Date ”).

The Plan will be deemed to be approved by the swideers if it receives the affirmative vote of th@lders of a majority of the Shares of the
Company present or represented and entitled toataeneeting duly held in accordance with theiapple provisions of the Company’s
Bylaws. If the stockholders of the Company do rpgrave the Plan as amended and restated on Fel&u2096, the KB Home 1999
Incentive Plan shall continue in full force andegtfin accordance with its terms as in effect piaothis amendment and restatement.

(b) Expiration Date. The Plan will expire on, and no Option or Awardlsba granted under the Plan after, April 2, 2089after such earlier
date as the Committee may determine, in its sclereliion. Any Awards that are outstanding on Apyi2009 shall remain in force according
to the terms of the Plan and the applicable AwagdeAment.
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PROXY

‘KB

HOME

PROXY FOR ANNUAL MEETING OF STOCKHOLDERS
APRIL 6, 2006

The undersigned hereby appoints Bruce Karatz and Charles F. Carroll, and each of them, as proxies with full
power of substitution and revocation, to vote all of the shares of KB Home Common Stock the undersigned is
entitled to vote at the KB Home Annual Meeting of Stockholders to be held on April 6, 2006, or at any
adjournment or postponement thereof, upon the Proposals set forth on the reverse side of this Proxy Card and
described in the accompanying Proxy Statement, and upon such other business as may properly come before
the meeting or any adjournment or postponement thereof.

(Continued, and to be marked, dated and signed, on the other side)

Address Change/Comments (Mark the corresponding box on the reverse side)

p Detach here from proxy voting card p




Mark here
for address
change or
comments.
PLEASE SEE REVERSE SIDE

FOR WITHHOLD AUTHORITY FOR AGAINST ABSTAIN
(EXCEPT AS MARKED TO VOTE FOR 3. PROPOSAL TO APPROVE THE AMENDED
YOUR DIRECTORS RECOMMEND A VOTE "FOR" TO THE CONTRARY)  NOMINEES LISTED AND RESTATED KB HOME 1999 INGENTIVE
1. ELECTION OF DIRECTORS PLAN.
NOMINEES IN CLASS II: FOR AGAINST  ABSTAIN
01 BRUCE KARATZ 03 MELISSA LORA 4. PROPOSAL TO RATIFY ERNST & YOUNG
02 KENNETH M. JASTROW, Il 04 MICHAEL G. MCCAFFERY LLP AS KB HOME'S INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM
TO WITHHOLD AUTHORITY TO VOTE FOR ANY INDIVIDUAL NOMINEE, STRIKE A LINE THROUGH FOR THE FISCAL YEAR ENDING NOVEMBER
THE NOMINEE'S NAME. 30, 2006.

FOR AGAINST ABSTAIN

2. PROPOSAL TO AMEND THE AMENDED CERTIFICATE
OF INCORPORATION OF KB HOME TO DECREASE THE
NUMBER OF AUTHORIZED SHARES OF KB HOME
COMMON STOCK FROM 300 MILLION SHARES TO 290
MILLION SHARES.

You may consent to receive all future annual meeting
materials and stockholder communications electronically.
Enroll at www.melloninvester.com/ISD for secure online access
to your proxy materials, statements, tax documents and other
stockholder correspondence.

This proxy, when properly executed, will be voted in the manner
directed herein by the undersigned stockholder. If no direction is
made, this proxy will be voted FOR proposals 1, 2, 3 and 4.

Signature(s) Date , 2006
Note: Please sign EXACTLY as your name appears hereon. When signing as attorney, executor, administrator, trustee or guardian, please give full title. If more
than one trustee, all should sign. Joint owners should sign.

p Detach here from proxy voting card p
Vote by Telephone, by Internet or by Mail
Telephone and Internet voting is available 24 hours a day, 7 days a week through 11:59 p.m. Eastern Daylight Time
on the day prior to annual meeting day.

Your telephone or Internet vote authorizes the named proxies to vote your shares in the same manner
as if you marked, signed and returned your proxy card.

Telephone Internet Mail
1-866-540-5760

Use any touch-tone telephone http://www.proxyvoting.com/kbh Mark, sign and date your
to vote your proxy. Have your OR OR proxy card and return it in
proxy card in hand when you the enclosed postage-paid
call. Use the Internet to vote your envelope.

proxy. Have your proxy card in
hand when you access the
website.

If you vote your proxy by telephone or by Internet,
you do NOT need to mail back your proxy card.

You may access and download copies of our Annual Report, our 2005 Report on Form 10-K and our
2006 Proxy Statement from our website at http://www.kbhome.com/investor/main




PROXY

ANNUAL MEETING OF STOCKHOLDERS
APRIL 6, 2006
CONFIDENTIAL INSTRUCTIONS TO WACHOVIA BANK, N.A.
TRUSTEE FOR THE KB HOME GRANTOR STOCK TRUST

With respect to the voting at the Annual Meeting of Stockholders of KB Home (the “Company”) to be held on April 6, 2006, or any
adjournment or postponement thereof, the undersigned participant in the Company’s employee stock option plans hereby directs Wachovia
Bank, N.A., as Trustee of the Company’s Grantor Stock Trust, to vote all of the shares for which the undersigned is entitled to direct the vote
under the Grantor Stock Trust in accordance with the following instructions:

THE VOTES THAT THE UNDERSIGNED IS ENTITLED TO DIRECT UNDER THE COMPANY’'S GRANTOR STOCK TRUST WILL BE
VOTED AS DIRECTED ON THE REVERSE SIDE HEREOF. IF THIS CARD IS SIGNED AND RETURNED, BUT NO CHOICE IS
INDICATED, THE VOTES THAT THE UNDERSIGNED IS ENTITLED TO DIRECT WILL BE VOTED FOR PROPOSAL 1, FOR PROPOSAL
2, FOR PROPOSAL 3, FOR PROPOSAL 4 AND UPON SUCH OTHER BUSINESS AS MAY COME BEFORE THE ANNUAL MEETING IN
ACCORDANCE WITH THE JUDGMENT OF BRUCE KARATZ AND CHARLES F. CARROLL, AS PROXIES WITH FULL POWER OF
SUBSTITUTION AND REVOCATION.

PLEASE MARK, DATE AND SIGN THESE INSTRUCTIONS AND RETURN THEM PROMPTLY, EVEN IF YOU PLAN TO ATTEND THE
ANNUAL MEETING.

(Continued, and to be marked, dated and signed, on the other side)

Address Change/Comments (Mark the corresponding box on the reverse side)

p Detach here from proxy voting card p

ANNUAL MEETING OF STOCKHOLDERS APRIL 6, 2006

Dear Fellow Employee:

Just a reminder, your vote and your investment in KB Home are very important. If you intend to vote by mail,
please complete and return your Confidential Instruction Card for tabulation by no later than March 31, 2006 to
ensure that your vote is counted.

Bruce Karatz
Chairman and Chief Executive Officer




Mark here
for address
change or
comments.
PLEASE SEE REVERSE SIDE

FOR WITHHOLD AUTHORITY FOR AGAINST ABSTAIN

(EXCEPT AS MARKED  TO VOTE FOR 3. PROPOSAL TO APPROVE THE AMENDED
YOUR DIRECTORS RECOMMEND A VOTE "FOR" TO THE CONTRARY)  NOMINEES LISTED AND RESTATED KB HOME 1999
INCENTIVE PLAN.
1. ELECTION OF DIRECTORS FOR AGAINST  ABSTAIN
) 4. PROPOSAL TO RATIFY ERNST & YOUNG
NOMINEES IN CLASS I LLP AS KB HOME'S INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM
01 BRUCE KARATZ 03 MELISSA LORA FOR THE FISCAL YEAR ENDING
02 KENNETH M. JASTROW, II 04 MICHAEL G. MCCAFFERY NOVEMBER 30, 2006,

TO WITHHOLD AUTHORITY TO VOTE FOR ANY INDIVIDUAL NOMINEE, STRIKE A LINE
THROUGH THE NOMINEE'S NAME.

FOR AGAINST  ABSTAIN

2. PROPOSAL TO AMEND THE AMENDED
CERTIFICATE OF INCORPORATION OF KB
HOME TO DECREASE THE NUMBER OF
AUTHORIZED SHARES OF KB HOME
COMMON STOCK FROM 300 MILLION
SHARES TO 290 MILLION SHARES.

This proxy, when properly executed, will be voted in the manner
directed herein by the undersigned stockholder. If no direction is
made, this proxy will be voted FOR proposals 1, 2, 3 and 4.

Signature(s) Date , 2006
Note: Please sign EXACTLY as your name appears hereon. When signing as attorney, executor, administrator, trustee or guardian, please give full title. If more
than one trustee, all should sign. Joint owners should sign.

p Detach here from proxy voting card p
Vote by Telephone, by Internet or by Mail
Telephone and Internet voting is available 24 hours a day, 7 days a week through 11:59 p.m. Eastern Daylight Time
on the day prior to annual meeting day.

Your telephone or Internet vote authorizes the named proxies to vote your shares in the same manner
as if you marked, signed and returned your proxy card.

Telephone Internet Mail
1-866-540-5760

Use any touch-tone telephone to http://www.proxyvoting.com/kbh-gst Mark, sign and date your proxy

OR OR <
vote your proxy. Have your card and return it in the
proxy card in hand when you Use the Internet to vote your proxy. enclosed postage-paid
call. Have your proxy card in hand when envelope.

you access the website.

If you vote your proxy by telephone or by Internet,
you do NOT need to mail back your proxy card.

You may access and download copies of our Annual Report, our 2005 Report on Form 10-K and our
2006 Proxy Statement from our website at http://www.kbhome.com/investor/main




PROXY

PROXY FOR ANNUAL MEETING OF STOCKHOLDERS
APRIL 6, 2006
CONFIDENTIAL INSTRUCTIONS TO FIDELITY MANAGEMENT TRUST COMPANY
TRUSTEE FOR THE KB HOME 401(k) SAVINGS PLAN

Receipt of proxy material for the above Annual Meeting is acknowledged. | instruct you to vote (in person or by proxy) all shares of Common
Stock of KB Home (the “Company”) held by you for my account under the Company’s Amended and Restated 401(k) Savings Plan at the
Company’s Annual Meeting of Stockholders to be held on April 6, 2006, and at all adjournments or postponements thereof, on the matters as
indicated on the reverse side of this card and in your discretion on any other matters that may come before the Annual Meeting and as to
which discretionary authority is permitted by applicable law. If this card is signed and returned, but no choice is specified, | instruct you to vote
this proxy FOR Proposal 1, FOR Proposal 2, FOR Proposal 3, FOR Proposal 4 and upon such other business as may come before the
Annual Meeting in accordance with the judgment of Bruce Karatz and Charles F. Carroll, as proxies with full power of substitution and
revocation.

PLEASE MARK, DATE AND SIGN THESE INSTRUCTIONS AND RETURN THEM PROMPTLY, EVEN IF YOU PLAN TO ATTEND THE
ANNUAL MEETING.

(Continued, and to be marked, dated and signed, on the other side)

Address Change/Com Ments (Mark the corresponding box on the reverse side)

p Detach here from proxy voting card p

ANNUAL MEETING OF STOCKHOLDERS APRIL 6, 2006

Dear Fellow Employee:

Just a reminder, your vote and your investment in KB Home are very important. If you intend to vote by mail,
please complete and return your Confidential Instruction Card for tabulation by no later than March 31, 2006 to
ensure that your vote is counted.

Bruce Karatz
Chairman and Chief Executive Officer




Mark here
for address
change or
comments.
PLEASE SEE REVERSE SIDE

FOR WITHHOLD AUTHORITY FOR AGAINST ABSTAIN

(EXCEPT AS MARKED TO VOTE FOR 3. PROPOSAL TO APPROVE THE AMENDED
YOUR DIRECTORS RECOMMEND A VOTE "FOR" TO THE CONTRARY)  NOMINEES LISTED AND RESTATED KB HOME 1999
INCENTIVE PLAN.
1. ELECTION OF DIRECTORS FOR AGAINST  ABSTAIN
NOMINEES IN CLASS I 4. PROPOSAL TO RATIFY ERNST & YOUNG
LLP AS KB HOME’S INDEPENDENT
01 BRUCE KARATZ 03 MELISSA LORA REGISTERED PUBLIC ACCOUNTING FIRM
02 KENNETH M. JASTROW, II 04 MICHAEL G. MCCAFFERY FOR THE FISCAL YEAR ENDING

NOVEMBER 30, 2006.
TO WITHHOLD AUTHORITY TO VOTE FOR ANY INDIVIDUAL NOMINEE, STRIKE A LINE THROUGH
THE NOMINEE’S NAME.

FOR AGAINST ABSTAIN
2. PROPOSAL TO AMEND THE AMENDED
CERTIFICATE OF INCORPORATION OF KB
HOME TO DECREASE THE NUMBER OF
AUTHORIZED SHARES OF KB HOME COMMON
STOCK FROM 300 MILLION SHARES TO 290
MILLION SHARES.
This proxy, when properly executed, will be voted in the manner
directed herein by the undersigned stockholder. If no direction is
made, this proxy will be voted FOR proposals 1, 2, 3 and 4.
Signature(s) Date , 2006

Note: Please sign EXACTLY as your name appears hereon. When signing as attorney, executor, administrator, trustee or guardian, please give full title. If more
than one trustee, all should sign. Joint owners should sign.

p Detach here from proxy voting card p
Vote by Telephone, by Internet or by Mail
Telephone and Internet voting is available 24 hours a day, 7 days a week through 11:59 p.m. Eastern Daylight Time
on the day prior to annual meeting day.

Your telephone or Internet vote authorizes the named proxies to vote your shares in the same manner
as if you marked, signed and returned your proxy card.

Telephone Internet Mail
1-866-540-5760

Use any touch-tone telephone to http://www.proxyvoting.com/kbh-sp Mark, sign and date your proxy

OR OR "t
vote your proxy. Have your card and return it in the
proxy card in hand when you Use the Internet to vote your proxy. enclosed postage-paid
call. Have your proxy card in hand envelope.

when you access the website.

If you vote your proxy by telephone or by Internet,
you do NOT need to mail back your proxy card.

You may access and download copies of our Annual Report, our 2005 Report on Form 10-K and our
2006 Proxy Statement from our website at http://www.kbhome.com/investor/main



