From FTC original Consent order:

KB HOME IS NOT ALLOWED TO PROVIDE FOR BINDING ARBITRATION, BUT THEY DID. THEY
TRICKED PEOPLE LIKE ME INTO A SHORTER WARRANTY (10 YEAR) BECAUSE WE WANTED TO BE
ABLE TO SUE — OR THEY TRICKED PEOPLE INTO NON-BINDING ARBITRATION WITH THE
PROMISE OF A LONGER WARRANTY (12 YEARS).

KBFTCCONSENT2005
full suit (excerpt below): KB_Class_Complaint_final (1)

12. KB Home in all corporate or business forms they assume to sell homes to
consumers, are the subject of a 1979 Federal Trade Commission Consent Decree that
specifically requires KB Home to issue a Warranty related to its sales of homes
nationwide that does not require or provide for binding arbitration of the consumers’
claims and complaints] Specifically, KB Home is required, as a matter of law, to use a
warranty agreement that conforms to the ‘HOW Warranty form’ in use at the time of the

1979 Federal Agency Decree; the relevant HOW Warranty does not provide for or allow

From KB Home Sales Contract:

STRUCTURAL INTEGRITY COVERED FOR TEN OR 12 YEARS

Subject to the terms and conditions of the Limited Warranty, KB HOME warrants that the home will
be free from any damage resulting from any structural defect for a period of ten or 12 years

S)epending on the option you selected) beginning on the date escrow closed for your purchase of the
me.



FROM SALES CONTRACT:

With respect to the format of Arbitration to be utllized under thll Warranty, the
Home Owner has the right to firid miust elect one of the followlng two opﬂonu as to
. the binding or non-binding natuie of the Arbltration:

Option One — Mandatory Non-Binding Arbitration

Under this Opflon, once pn Arbliration hns been completed and a declslon
rendered, then Home Owner shall have the right to elther (a) bind JTB and [tself to
the result of the Arbltration or (b) refuse to rccept the results of the Arbitration and
tale legal actlon In state or federal courts after the Arbltration Declslon hos been
lssued. In the event Home Owner selects this Optlon One, the perlod of coverage for
Major Structural Defects as set forth In Seetion B.1 of the Warranty shall be ten
(10) years from the Commencement Date. Home Owner acknowledges thnat Its
ngreernent to this Option One Is voluntary and It has recelved full dlsclosure of each

of the Options available heresin. /é/
gHome Owner’s Inltinls: - 2 o .4” /

I CROSSED THIS OUT ON MY OWN SALES CONTRACT — BUT KB OFFERED IT TO
BUYERS DESPITE THE FTC ORDER NOT TO.

pption Two ~Mandatory Binding Arbitration

UndenOptlon Two, ench of the Parties ngrees to be completely bound by the _—
declslon dfthe Arbitrator, which shall be finnl and non-appealable. A Home Owy ar”
selecting Option Two hereby understands that any dispute arlsing out of the putiters
Included In the Arhitration of Disputes provislon will be declded on _s-Tinal and
binding basis by n ning neutral Arbltrator as provided elsewhere ln-thls Warranty

and that Home Ownar ll_g ag up’apy and all rights It may p bssess to have the
Warranty-related disputs litlgatetNn a court or jury trial. BY Initiniing In the space
assoclated ‘with Optlon Two, the HomeQwrer 18 glvipg~up lis rights to a court or

Jury trial with respect to any matters coversthl ¥ Warranty, Including any right

of appeal of an Arbltration.declslon or award : :

In consideration of Home Ownap~ ncceptance of thenbindlng, final and non-
appenlable nspects of such Arhitration, Home Owner and KBggree that the term of
coverage for Major Structufal Defects sball be twelve (12) yearq beginning on the
Commencement Date a5 defined above. Home Owner also recogni2eg and ngrees by
selecting Optlop-Two, If the Home Owner refuses to submlit to or ncc2pt the resulis
of the Arbivation nfter agreeing to this provision; the Home OwnerNmny be
compeH&d to arbitrate on the authority of state law. Home Owner aclmowledges
/M‘l}l‘:s ngreement to this binding Arbltyatlon provislon Is voluntary and it h\
recelved full disclosure of each of tho Opﬂons avallable hereln. \

Home Ownner’s Initlals: LI N



