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Our Vision
for Sustamnability

To become a leading environmentally
friendly national company by engaging
the talents of our employees and trade
partners and utilizing the power of

our innovative business model to minimize
the impact of our business and homes
on the environment, increase positive
change in the protection of our earth and
its resources, and continue to make the
dream of homeownership attainable.




A Message from KB Home President KB
and Chief Executive Officer HOME

“Home” is a word filled with meaning and emotion for all of us. It is a place on the Earth we can call our
own. And for over 50 years, KB Home has helped families achieve the American Dream of homeownership
by providing beautiful, affordably priced and well-built homes. We believe that everyone deserves a
home they can be proud of, a home that is built for their unique lifestyle, a home that will stand the test
of time.

Today, more than ever, our challenge is to take steps to ensure that this dream can be a reality for
the generations to come. This requires a delicate balance between fulfilling the societal need for
affordably priced new homes that offer quality of life with meeting the environmental need to use our
limited natural resources wisely. As an organization we feel passionately about these objectives and
are actively addressing them. This inaugural KB Home Sustainability Report is a comprehensive review
of our commitment to find solutions.

The homebuilding industry inherently depends on the use of natural resources: wood, land and water.
Homes are also where most Americans generate a significant portion of their carbon footprint. The
opportunities for the industry to make a measurable impact in this area are immense, but the challenges
are great as well. We don’t expect to change the world — or our industry — overnight, but KB Home
is committed to becoming a leading environmentally friendly company and a voice of change for the
homebuilding industry.

In 2007, we formalized this longstanding commitment with the launch of our My Home. My Earth.™
strategic environmental initiative, which seeks to take a holistic approach to evaluating sustainability
opportunities throughout our business. In an industry that has been slow to meet environmental
challenges, we have begun the process of reducing the environmental impact of homebuilding and
home energy usage; however, we also recognize that there is much work to be done.

We believe that our KBnxt operational business model gives us unique strengths to embrace this
challenge. KBnxt generates operating efficiencies through a disciplined, fact-based and process-driven
approach to homebuilding that is guided by local consumer preferences. For more than a decade, this
model has guided every aspect of our business, making KB Home uniquely flexible, innovative and able
to support our sustainability initiatives.

Sustainable new home development will become increasingly important in the years to come and we
believe that the first major homebuilder to address this need comprehensively and thoughtfully, while also
maintaining affordability, will have a significant competitive advantage moving forward. But we believe
that our environmental effort must go well beyond marketing to consumers; it’s about making changes
throughout our organization that significantly reduce waste and minimize the environmental impact of
our business, simply because it is the right thing to do.

The KB Home Board of Directors firmly supports our commitment to this shared objective. We will
continue to work with our employees, customers, trade partners and community leaders to build homes
and create communities that help our homebuyers achieve their dreams, while at the same time striving
to protect our planet. Based on our success over the last 50 years and the hard work of our talented and
dedicated team, | am confident that it can be done.

Wb

Jeffrey T. Mezger
President and Chief Executive Officer
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Keeping Homeownership Attainable

KB Home’s core strength has always been understanding the needs and desires of first-time, firstmove-
up and active adult homebuyers. We have been relentless in our pursuit of offering more affordably
priced homes to serve this important segment. This has included a number of innovations in home
and community design as well as construction processes that have reduced costs and allowed us to
make homeownership more attainable. Our KBnxt business model and Built to Order™ approach to
homebuying have also been critical in containing costs for both our business and our customers, by
allowing our homebuyers to customize their homes to meet their budgets. In 2007, we responded to
market conditions by continuing to drive costs out of our business. We fine-tuned and value-engineered
our home designs. We renegotiated supplier contracts for improved terms. And we continued to focus
on featuring design elements that blend low cost with high value, putting the custom home experience
within reach of our homebuyers.

Looking ahead, favorable demographics and continuing population growth in our existing markets
should provide an expanding pool of entry-level homebuyers. We are proud to continue to serve
these homebuyers in attaining their dream of homeownership by designing and building high-quality,
affordably priced Built to Order new homes.

Product Responsibility

In a challenged housing market with increased competition, it is more important than ever to offer
homebuyers the highest quality construction. We have established rigorous standards of customer
satisfaction throughout our company and strive to ensure that the entire new home experience meets or
exceeds our customers’ expectations.

Homebuyer Involvement

As part of our commitment to transparency and our customer-focused approach to homebuilding,
we believe in keeping the homebuyer informed and involved during the construction process. Our
homebuyers are given a number of formal opportunities to inspect the progress and quality of the
construction of their new KB homes. These include a framing inspection, a drywall inspection and the
homeowner orientation.

During the orientation, which takes place approximately one week before close of escrow, the homebuyer
is given the opportunity to thoroughly inspect their new KB home and all of its systems. A superintendent
or customer service representative provides a full demonstration to each homebuyer of their completed
home (including mechanical components and appliances), and reviews the 10-year limited warranty, as
well as recommended maintenance. At the end of the orientation, the homeowner receives a completed
Homeowner Orientation Checklist and a 10-Point Quality Checkilist.

100% Complete/ 100% Satisfied Customer Satisfaction Standards

Our 100% Complete/100% Satisfied Customer Service Standards ensure that all homeowner needs are
addressed before, during and after any sale of a home. We are committed to delivering each home 100%
complete and on time. If any final touch-ups or outstanding items are identified during the homeowner
orientation, our internal standard is to ensure that those are corrected prior to handing over the keys to
the customer.
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Customer Satisfaction Ratings

An independent third party follows up with our homebuyers 30 days after closing to obtain feedback
on their experiences so that we can continuously improve our service to our customers. This survey
typically receives responses from nearly 50% of our new homeowners. They rate their experience with
us on a number of attributes on a scale of 1 to 10, where 1 is unacceptable, 5 is average and 10 is
outstanding.

Our customer satisfaction ratings continued to rise and in 2007 reached their highest levels ever.
Every customer satisfaction indicator that we track internally improved. Overall, we achieved an average
score of 8.9 out of a possible 10 points, as shown in the table below.

KB Home Customer Satisfaction

2006 2007 Improvement
Overall weighted average 8.6 8.9 3.5%

Total number of responses 14,716 11,933 -

Scale of 1-10 (10 being outstanding)

In addition, we follow up with our homeowners regularly during their first two years of ownership to
address and resolve any issues that may arise. Our focus on customer satisfaction has enabled us
to achieve extraordinary results in customer loyalty, and very few outstanding warranty claims. It has
also made referrals from existing KB homeowners one of the leading sources of new sales, a strong
competitive advantage.

KB Home Customer Loyalty

2006 2007 Improvement
Avg. number of referrals by homeowner 4.6 5.0 8.7%

Total number of responses 13,783 11,197 -

Quality Awards and Recognition
As a result of our commitment to quality and service to our customers, we recently received two

prestigious honors.

We became the first and only builder to receive the National Association of Home Builders (NAHB)
Research Center’s National Housing Quality certification for all of our operations nationwide.

We were also named the #1 Homebuilder on FORTUNE® magazine’s 2008 list of America’s Most
Admired Companies®, based on ratings from our peers around the homebuilding industry. We ranked
first overall and in every subcategory as well, including innovation, people management, use of corporate
assets, social responsibility, quality of management, financial soundness, long-term investment and

quality of products/services.
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Potential Economic Impact of Climate Change

As consumer awareness and demand for products that are environmentally friendly increases, there are
clear opportunities for all businesses, and the homebuilding industry in particular. But they also presents
potential economic risks. We are committed to continuing to evaluate both the opportunities and the
costs of operating a more sustainable business.

The potential economic risks arising from the anticipated impacts of climate change that we have
currently identified include:

Predictions of the impact of climate change are driving local, state and federal
regulatory changes that can directly or indirectly curtail development and/or significantly increase
the costs of building homes through zoning restrictions, building codes, remediation or preservation
requirements or other mandates. Some municipalities have already established “green” design and
construction standards for new public buildings and for commercial or multifamily buildings over a
certain size.'®

Restrictions on water use are already quite common in many areas, and
there may be federal greenhouse gas legislation or regulation in the next few years.

The effects of climate change and potential regulatory actions may also
increase living costs generally, limiting the population of potential future homebuyers.

These conditions may also negatively impact the availability of capital for real
estate development.

In addition, we must balance our commitment to becoming a leading environmentally friendly builder
with our focus on helping firsttime buyers attain homeownership. Many environmentally friendly
homebuilding practices and technologies currently increase construction costs. For example, according
to our estimates, the incremental cost to build a 2,000 sq. ft. home to ENERGY STAR standards ranges
from several hundred to a few thousand dollars (in comparison to a home built to standard building/
energy codes), depending on the region and variances in local code requirements.

The National Association of Home Builders estimates that for every increase of $1,000 in the median
home price, 217,000 homebuyers will be priced out of the opportunity to purchase a home.” To infuse
green homebuilding practices and technologies into new homes without impacting their affordability -
particularly entry-level homes for firsttime homebuyers - we leverage monetary incentives that are
sometimes available from utility companies to offset a portion of the incremental cost. In other instances,
local governments’ entitlement incentives provide some assistance.

Despite these risks and additional costs, we do see opportunities based on the growing interest of the
American homebuyer in living in environmentally friendly homes built to conserve energy and natural
resources. A recent NAHB/McGraw-Hill study predicts that environmentally friendly homebuilding will
continue to grow in the future in response to market demand. According to this study, environmentally
friendly homebuilding currently comprises only 2% of the U.S. market, but will make up an estimated 10%
of the market by 2010 and be worth $19-$38 billion.'”® We believe the programs and policies described
throughout this report position us to address this emerging market.

16 Robert Cassidy. “Cities Should Halt ‘LEED Creep’” Building Design & Construction, 1 December 2006. http://www.bdcnetwork.com/article/CA6401318.html
17 Eisenberg, Elliot PhD. “Metro Area House Prices and Affordability” Special Studies: National Association of Home Builders (NAHB) and HousingEconomics.
com. 18 July 2007. http://nahb.org/generic.aspx?genericContentID=79606

18 McGraw Hill Construction/NAHB. Green Building SmartMarket Report: Design & Construction Intelligence. 2006.



As a company that designs and builds new neighborhoods;
we understand the importance of being socially responsible
citizens of the communities in which we live and work:.

SOC|

responsipility

We also understand that there are many points of view on what
constitutes responsible and sustainable homebuilding, as well as
issues that are unigue to individual communities and constituents.
For that reason, we engage a variety of stakeholders at both the local
and national levels to ensure that we hear a broad array of perspectives
that may impact our business decisions. Below we detail some of
those community involvement practices, as well as our own effort
to create a satisfying workplace that fosters productivity and the
long-term interests of both employees and our company.

Stakeholder Engagement

We work closely with an array of groups to stay current with emerging economic, environmental and
social responsibility issues. We engage our stakeholders in a variety of contexts — participation in local
service organizations, committees and boards; volunteering in the community; communicating with
industry groups; and attending formal and informal meetings.

Our stakeholders include:

¢ Homeowners

* Potential homebuyers

* Stockholders and potential investors

* Employees

* Local communities and neighborhoods

* Governmental regulators, planners and other officials

* Environmental groups and other nongovernmental organizations
e Suppliers and trade partners
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Community Partnership

Fulfilling the American Dream of homeownership for thousands of KB homebuyers across the U.S.
means much more than building homes. It means creating neighborhoods, bringing neighbors together
and fostering strong communities where we build.

To broaden our understanding of our local communities, we interact with diverse interest groups
and organizations and with governmental and nongovernmental organizations such as the National
Resources Defense Council (NRDC) and the Rainforest Alliance. We have also begun to engage our
suppliers in this discussion. This kind of interaction is important to develop the kinds of innovative

policies, programs, technology solutions and partnerships required to create long-term sustainability.

Community Advisory Boards

Our divisions play an active role in the communities
that they serve. Many operate local Community
Advisory Boards (CABs) comprised of community
leaders and experts in their fields who provide
insight and “ear to the ground” feedback about
local housing, transportation, social, environmental
and quality of life issues. The objective of each CAB
is to obtain unfiltered feedback as to how we are
doing in shaping the physical environment of a
community, as well as to better understand the
needs of local citizens. These dialogues have
been so successful that we have committed to
establishing at least one such board in every
division and a national board as well.

Infrastructure Development

Because we attempt to be involved in the life of local
communities, we take seriously our responsibility to
enhance the quality of life beyond the boundaries of
the neighborhoods we build. We regularly support
infrastructure bond campaigns in local communities
to help support and improve the overall quality of
life, including initiatives for transportation, watershed
and water storage, park development and school
construction. We also contribute by providing open
space, parks and other facilities for public use as
part of our neighborhood development.

Philanthropy and Volunteering

Our philanthropic initiatives across the country
support a number of community needs, through
targeted donations of materials and services, as
well as employee volunteer efforts.

To help ensure that our charitable efforts
effectively address specific local needs,
each division is responsible for its own local
contributions, volunteer time and in-kind
donations based on the local needs and
business operations.

Community Partnerships:
KB Home Raleigh

“Homeowners like to partner with a leader
in environmental and social issues,” says
Trish Hanchette, President of KB Home Raleigh.
One way in which this local KB Home leader
has developed strong community ties is by
establishing a Community Advisory Board (CAB).
“It was our first step into environmental and social
issues - really thinking differently about the way
we do things,” says Hanchette.

The experience with the Community Advisory
Board has benefited the community, environment
and KB Home Raleigh. As an example, the CAB
advocated modernizing local building regulations
that were causing increased construction waste.
This change saved landfill space, reduced
construction costs and decreased greenhouse
gas emissions from less transportation of waste.

KB Home Raleigh Community Advisory Board meeting:
(left to right) Diane Rupprecht, KB Home;

Mary Ann Baldwin, Raleigh City Council member;
Jennifer Robinson, Cary Town Council member;

Tom Stevens, Mayor of Hillsborough; Eugene Brown,
Durham City Council member; and Mike Shiflett,
American Labor, Inc.
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Some examples of our philanthropic activities in 2007 include:

Building in Time of Need

KB Home Orlando constructed and donated a new shelter to Harbor House. This new facility
doubled the capacity of the only shelter for victims of domestic violence currently in Orange
County, Florida.

KB Home Tampa renovated a home for abused women and children.

KB Home Colorado remodeled two residential homes for use by the Denver Children’s Advocacy
Center as a sanctuary for children and families.

Providing the Comforts of Home

KB Home Austin has participated for two years in the LifeWorks Home Improvement Challenge,
a program sponsored by a local nonprofit organization that provides shelter, training and social
services to homeless youth in the Greater Austin Area. This year, the KB Home team provided their
assigned family with furniture, appliances and numerous toys and accessories.

KB Home Southern California donated home furniture to Veronica’s Home, located in San
Bernardino, which provides housing for at-risk women and their children. Our donation will furnish
their new 80-bed long-term transitional home.

KB Home Raleigh donated home furnishings, other supplies and funds to a number of regional
community centers. These included Interact, one of the largest providers of services to victims of
domestic violence and sexual abuse in the Carolinas, and Housing for New Hope, a Durham center
that assists the homeless with housing.

Investing in Our Communities

KB Home’s corporate office provided financial support to organizations that helped meet the
social needs of the communities within which we operate, including the League of California Cities
-Latino Caucus, the Mexican-American Legal Defense and Education Fund (MALDEF) and the
Los Angeles Brotherhood Crusade. We also provided financial support to organizations with which
we share perspective on important environmental work, including Tree People, the Audubon
Society, the Rainforest Alliance and the Los Angeles Conservation Corps.

KB Home Southern California made a $1 million pledge to support the construction of Riverside
County Regional Medical Center, the only public hospital in Riverside County.

KB Home Tucson provided financial support to local nonprofit organizations through their
Community of Giving Committee. Funds are generated through an annual golf tournament, which
raised over $70,000 in 2007. The money was given to the Boys and Girls Club of Tucson, Gabriel’s
Angels, The Primavera Foundation, St. Elizabeth of Hungary Clinic, the Cystic Fibrosis Foundation,
Community Housing Corporation, Literacy Volunteers of Tucson and the Tucson Wildlife Center.

Giving in Time of Need

KB Home’s Raleigh and Orlando divisions teamed to bring critical aid to victims of Florida hurricanes.
In less than one day, KB Home volunteers in Raleigh collected more than 32,000 pounds of food,
water and other supplies for immediate trucking and distribution in Orlando.

KB Home Tucson donated two special-needs school buses outfitted with state-of-the-art
equipment to the Sunnyside School District to transport students with special needs to and from
school each day.

KB Home Los Angeles division employees volunteered 90 hours to sell concessions at the
Lancaster JetHawks minor league baseball game to benefit The Painted Turtle, a nonprofit
organization that runs a camp on Lake Hughes for children with serious illnesses. The division also
funded a block of seats so that 50 camp staffers could relax and watch the game as a token of
appreciation for their work.
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Environmental Stewardship
* KB Home donated 10,000 sandbags and two truckloads of sand to help prevent mudslides and
flooding in burned areas to help victims of the October 2007 San Diego fires.

* KB Home San Antonio, in partnership with the San Antonio Audubon Society, has constructed
an amphitheater to be used for outdoor classrooms and events at Mitchell Lake, a bird sanctuary
operated by the Audubon Society. KB Home employees and trade partners donated lighting
and other electrical supplies and made walkways ADA-accessible to provide access to the
amphitheater.

¢ KB Home Raleigh conducted a community service project in an economically disadvantaged
area of Hillsborough. KB Home employees and members of the Hillsborough Police Department
picked up enough litter to fill 18-20 large, highway maintenance sized-bags. The town provided
volunteers with the bags, vests, water and gloves.

¢ Approximately 80 employees from our Los Angeles headquarters participated in a joint
KB Home/Heal the Bay “Nothin’ But Sand” Cleanup in Santa Monica. Heal the Bay is
an organization created to recover the coastal environment of Southern California’s
Santa Monica Bay, and the “Nothin’ But Sand” cleanups are hands-on opportunities for volunteers
to directly improve the condition of Los Angeles County’s dirtiest beaches while enjoying
the great outdoors.

* KB Home South Bay built an environmentally friendly children’s playhouse that was auctioned
to support Habitat for Humanity East Bay, raising over $25,000 for the organization. The
environmentally friendly features included certified “green” lumber, highly sustainable bamboo
flooring, trim and roofing, and organic paint.

Satistying and Productive Workplace

A company’s success depends on motivating and engaging its employees behind a common mission
and strategy so that their interests and those of the company are aligned. Creating a satisfying and safe
workplace where employees can develop their talents and contribute to their full potential is essential to
a productive work environment. In a year in which our entire industry faced significant challenges in the
marketplace, we have attempted to maintain our high standards in this area. This section details some of
our policies, programs and practices in employee training, ethics, health and safety, as well as changes
in our workforce during 2007.

Training
Learning is a way of life for all of our employees. KB University (KBU), our internal, intranet-based
training, development and knowledge-sharing system, offers new and seasoned
employees alike a wide range of self-directed and web-based tutorials ranging from
sales fundamentals to model home merchandising to customer satisfaction and much
more. Access to KBU is available 24/7 and employees can use KBU to get the latest
company news, take online training or manage their KB Home benefits.

The average number of employee certifications and hours of training continues
to increase, fostering employees who are well-prepared to make meaningful and
satisfying contributions to our business.
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A Commitment to Increasing Employee Training

Avg. Certifications Avg. Training Hours
Calendar Year per Employee per Year per Employee per Year
2005 32 24
2006 41 31
2007 46 35

Employees in a number of different functional areas — construction, purchasing, sales and Studio —
complete ongoing training each month. Topics are determined quarterly to ensure that they are focused
on current business priorities and needs, such as quality inspections, homebuyer meetings, cost reduction
strategies, sales skills and product training. The following table summarizes the average completion rate
for each function over the last two years.

Ongoing Function-Specific Training

2006 Avg. Certification 2007 Avg. Certification
Function Completion Rate Completion Rate
Construction 89% 81%
Purchasing 50% 74%
Sales 84% 81%
Studio 87% 88%

All employees are required to recertify annually on three training modules that represent the core of our
business:

¢ KBnxt Operational Business Model
¢ Ethics Policy
*  100% Complete/100% Satisfied Standards

These modules and certification tests are updated each yearto reflect the most recent content, standards
and policies. The following table shows the certification completion statistics for each of these modules
during 2006 and 2007.

Annual Core Training

2006 Avg. Certification 2007 Avg. Certification

Training Topic Completion Rate Completion Rate
KBnxt Operational Business Model ~ 91% 92%
Ethics Policy 95% 100%
100% Complete/

100% Satisfied Standards 89% 94%
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Ethics

Our ethics policy reflects our commitment to operate in an ethical manner, with integrity and in compliance
with applicable laws and regulations. This written policy also establishes principles to guide actions and
decisions in everyday business situations. Our constant focus on values, integrity and ethics is applied
at every level of our company. All employees are required to certify to the Ethics Policy within 30 days of
hire and must recertify annually. Vendors and contractors must acknowledge receipt and understanding
of the Ethics Policy and renew their acknowledgement of the Ethics Policy on an annual basis.

Potential violations of the ethics policy can be anonymously and confidentially reported on the KB Home
Ethics Policy Hotline at (800) 304-0657 or through our ethics policy Reporting Website, which is available
via http://www.ethicspoint.com.

Health and Safety

We are committed to providing all of our employees with a safe and healthy work environment. It is
the duty of all employees, including management, to work safely. Training is an essential component
of KB Home’s Safety and injury/illness prevention program. There are 28 separate health and safety
Training modules that all new construction employees are required to complete within the first 90 days
of employment. Categories include:

¢ Accident Investigation

* Electrical Safet
Y Creating Safe Workplaces

* General Safety and Health o
Total 2007 Injuries

* Personal Safety Arizona 1

California 6

* Power Tools Safety - s

e Safe Work Practices and Hazard Communication lllinois 1

Nevada 2

North Carolina 2

Overall, in 2007, our employees completed 6,874 safety ToER 4
certifications. Furthermore, several of our divisions

participate in a voluntary enforcement program with the TOTAL 21

Occupational Safety and Health Administration (OSHA)
that promotes effective workplace safety beyond OSHA
standards.

Our focus and commitment to safety training are reflected Workforce Impact in a Shifting Market
in our low rate of injury. In 2007, there were only 21

reported injuries to our employees. 2006 2007
Employees™ 5,191 3,177
Workforce Changes Delivered Homes** 32,124 23,743

Significant ongoing changes in the homebuilding

marketplace in 2007 required us to make a number of * Employee figures are for calendar year
ep: . . . . . (January 1 through December 31).

difficult decisions, including reducing our workforce ** Delivered homes are for KB Home fiscal year

from 5,191 employees on December 31, 2006 to 3,177 on  (December 1 through November 30).

December 31, 2007. This workforce reduction is partially

reflective of the reduced number of home purchases and

deliveries, as well as voluntary turnover that was slightly

higher than in previous years. Consistent with the rest of

the homebuilding industry, KB Home employees are not

party to any collective bargaining agreements.



This report represents a significant step toward achieving
our goal of becoming a leading environmentally friendly
national company and inspiring change throughout the
homebuilding industry.

OOKINg ahead

challenges and actions

Challenges

As we look ahead, we have identified some broad challenges to our ability to expand and improve upon the
sustainability efforts we’ve outlined in this report. We will continue to look for innovative solutions to these
issues and to engage our stakeholders in helping us to minimize these challenges. These include:

* Providing Affordably Priced New Homes: Environmentally friendly home designs,
construction practices, technologies and products can require significant development and/or
up-front purchase costs. Adopting sustainable building approaches while continuing to provide
affordably priced homes to our homebuyers will be a significant and ongoing challenge.

* Meeting Homebuyer Demand for Sustainable Choices: As global climate change and
related environmental issues evolve, demand for environmentally friendly products will likely
grow as well. To respond to this dynamic, our community and land development planning,
architectural designs and My Home. My Earth.™ products must provide the right choices at the
right price. This will require us to continue to accurately assess consumer preferences and price
tolerance in the markets we serve.

* Increased Regulation: We will continue to try to anticipate and adapt to new federal, state
and local environmental, land use or building regulations that may affect our land development
and home construction activities. Active partnership in voluntary programs and attempting to
reach collaborative solutions with legislators, regulators and interest groups will help mitigate
the impact of potential new regulations on our operations. However, possible environmental
changes and the efforts of various interest groups may lead to the adoption of regulations that
significantly increase the costs of doing business and/or restrict our operations.

* Availability of Materials: As a high-production homebuilder focused on delivering homes to
homebuyers on time, we require large quantities of materials to be delivered on a demanding
schedule. Suppliers of environmentally friendly products or materials may not always be able
to accommodate our needs. In addition, in some markets, we may not be able to find sufficient
skilled labor to install such products or materials.
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MY HOME. MY EARTH.

Our Commitments
and Actions

. Offer environmentally friendly and affordably priced homes, products and
features that minimize our homeowners’ carbon footprints and energy usage,
conserve natural resources and create healthy homes and communities.

* Establish a companywide standard that all homes will be fully compliant
with today’s ENERGY STAR® certification requirements beginning with new
communities opening in 2009.

* Construct all new homes utilizing low-VOC paint and low-VOC carpet
beginning in 2009.

* Develop a marketing program to promote the consumer benefits of
My Home. My Earth. options.

* Increase consumer selections for My Home. My Earth. options and continue
to offer new environmentally friendly products.

* Implement additional programs and products to reduce water consumption
in the homes and communities that we build.

2 Utilize our history of innovation and our process-driven approach to reduce
waste and natural resource usage throughout our organization.

* Conduct a companywide audit by department in 2008 to provide a
benchmark and identify opportunities to minimize waste at job sites
and offices.

* Complete a thorough review and establish a standardized compilation of
material take-offs for new architectural plans in 2008.



Our Commitments
and Actions

3. Be an active and responsible member of the communities in which we operate.

* Establish a National Community Advisory Board to advise senior executives
on companywide and national efforts in 2009.

* Establish Local Community Advisory Boards in every division in the
company where it is appropriate to the size of the business by the end
of 2009.

* Appoint a member of the KB Home Board of Directors to provide leadership
and guidance for the company’s sustainability efforts.

4 Be an environmental educator for all our employees, homebuyers and business
partners regarding home energy conservation and environmental sustainability.

* Launch a comprehensive My Home. My Earth. internal awareness program
in 2008.

* Achieve 100% training and certification of employees on My Home. My Earth.
in 2008.

* Share environmental vision and commitments with key national business
partners at our national conference, solicit their ideas and have them
complete My Home. My Earth. training.

5. Maintain our standards of transparency and corporate citizenship by publicly
reporting on the progress and challenges in our sustainability efforts.

* Develop key performance indicators for sustainability, as well as the
systems for measuring them.

* Publicly update our progress regarding our sustainability commitments
and actions.

* Continue to engage in open discussions with stakeholders on meaningful
issues and to gather their perspectives on potential solutions and policies.



Global Reporting Initiative

The Global Reporting Initiative (GRI) is a multi-stakeholder organization founded in 1997 to increase
transparency in sustainability reporting by providing a framework to measure and report economic,
environmental and social performance to a diverse range of stakeholders. This report was prepared based
on the Global Reporting Initiative’s 2006 G3 Sustainability Reporting Guidelines.* These guidelines are
considered to be the international standard for sustainability reporting, allowing organizations to present

a balanced view of their operations.

Please reference the following tables to locate this data more easily in the report. GRI has not verified the

contents of this report, nor does it take a position on the reliability of information reported herein.

GRI PERFORMANCE INDICATORS

Indicator

Environmental
EN12

EN26
Economic

EC1
EC2

Description

Description of significant impacts of activities, products and services
on biodiversity.
Initiatives to mitigate environmental impacts of products and services.

Economic value generated and distributed.
Financial implications and other risks and opportunities
due to climate change.

Social Performance: Society

SO1

SO5

Nature, scope and effectiveness of any programs and practices

that assess and manage the impacts of operations on communities.
Public policy positions and participation in public policy development
and lobbying.

Social Performance: Labor Practices and Decent Work

LA1
LA4
LA7
LA10

Total workforce by employment type, employment contract and region.

Percentage of employees covered by collective bargaining agreements.

Rates of injury by region.
Average hours of training per year per employee by category.

Social Performance: Product Responsibility

PR3
PR5

Type of product and service information required by procedures.
Practices related to customer satisfaction, including results of
surveys measuring customer satisfaction.

*For more information on GRI guidelines, visit http://www.globalreporting.org

Location

page 11
page 12
10-K

page 31

page 33
page 23
page 37
page 37
page 37
page 36
page 29

page 30
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GRI PROFILE INDICATORS

Indicator

Strategy

1.1

Description

CEO Statement defining the integration of sustainability
into KB Home's strategy.

Organizational Profile

2.1

2.2
2.3
2.4
2.5
2.6

2.7
2.8
2.9
210

Name of the organization.

Primary products and services.
Operational structure of the organization.
[Location of organization’s headquarters.
Countries where the organization operates.
Nature of ownership and legal form.

Markets served.

Scale of the reporting organization.

Significant changes during the reporting period.
Awards received in the reporting period.

Report Parameters

3.1

3.2
3.3
3.4
3.5
3.6
3.7
3.8

3.10
3.1
3.12

Reporting period.

Date of most recent previous report.

Reporting cycle.

Contact point for questions regarding the report.
Process for defining report content.

Boundary of the report.

Limitations on the scope of the report.

Basis for reporting on joint ventures, subsidiaries, leased facilities,
outsourced operations, and other entities.

Data measurement.

Significant changes from previous reporting periods.
Table of GRI Standard Disclosures.

Governance, Commitments and Engagement

4.1
4.2

4.3
4.4

414
415

Governance structure of the organization.

Indication of whether Chair of the highest governance body is
also an executive officer.

Board structure and independence of members.

Mechanisms for stockholders and employees to provide
recommendations or direction to the highest governance body.
Stakeholder groups engaged by the organization.

Basis for identification and selection of stakeholders.

Location

page 4

page 6
page 6
Page 6
page 44
page 6
10-K; Proxy
Statement

page 6
10-K
page 28
page 8

page 5
N/A
page 5
Page 44
page 5
page 5
page 5

page 5
page 5
N/A

page 41

page 7

page 7
page 7

page 7
page 32
page 32



Comments

We welcome your comments and questions regarding this report, and invite you to contact us at
myhome.myearth@kbhome.com.

KB Home

10990 Wilshire Boulevard

Los Angeles, California 90024
888-KB-HOMES kbhome.com
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