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Approach to Sustainabillity

EnvironmentalResponsibility
A Building environmentallgensible, affordable homes
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A Leveraging sustainability across every aspect of our
business

Economic Responsibility
AhFFSNAY3I LINPRdzOGA GKFG | LI
A Keeping homeownership affordable

SocialResponsibility
A Creating vibrant neighborhoods
A Giving back to the communities in which we live & work

Stockholder Responsibility
A Improving quality of the Brand
o o oaap o 2013 are avaiable at A Creating longterm growth and value
A Reporting progress on sustainability initiatives

Sustainability is valued by consumers, appeals to employees and
stockholders, and is the right thing to do for the environment

© 2014 KB Home 2


http://www.kbhome.com/sustainability
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Background

A US households spend around $230B
annually on energy (not including
transportation)

A Energy is a significant and growing cost
of homeownership (~15%)

Research Question RESEARCH REPORT March 2013
. _ _ .. Home Energy Efficiency and Mortgage Risks
A IS res I d e ntl al e n e rgy effl Cle n Cy Research funded by the Institute for Market Transformation

associated with lower mortgage default
and prepayment risk?

A Study conducted by University of North
Carolina Center for Community Capital

A Institute for Market Transformation
provided financial support

A Loan data fromCoreLogic
A Data on rated homes from RESNET
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Findings

A Default risks are on avera@2% loweron ENERGY STAR
homes, controlling for other loan determinantghe more
efficient the house, the lower the default risk

A A mortgage on an ENERGY STAR resideR¢&itesdikely
to be prepaid

A The lower the HERS Scarthe lower the mortgage risk

A Results are statistically significant at a 99.9% confidence
level
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What Does This Mean?

A Energy efficient communities have a stronger fabric
A How valuable is that to Cities?
A How to encourage more Energy efficient homes?

A Given the superior loan performance of such borrowers,
lenders can feel confident that they can reflect this in their
mortgage offerings

A Lenders could include the slightly higher upfront costs into the

mortgage, providing the monthly savings more than offset their
Ccost.

A Debtto-Income ratios could be adjusted to reflect the lower than
average monthly operating costs.

A Energy efficiency renovation options could be included in
mortgages for existing homes and refinances

© 2014 KB Home



ywd Building Better Performing Homes

=) DIFFERENCE

HOMES BUILT FOR SAVING a HEALTHIER HOMES

MONEY & ENERGY CLEANER INDOOR AIR
WATER CONSERVING HOMES '~3| HOMES BUILT WITH THE
SAVINGS IN EVERY DROP N FUTURE IN MIND
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Energy Efficiency

E HOMES BUILT FOR SAVING
MONEY & ENERGY

A EPG; quantifies estimated cost savings
A Every home is ENERGY STAR® certified
A KB Homes built in CA average 24%24 T

A Over 2,500 homes with solar PV systems

A Energy Management System & USB outlet
in every home

A ZeroHouse.0¢ next generation homes

Schneider

s 7

THE POWER OF 10 Savings in 10 Years:
P 223 | = $24.000 energy hills savings

Edgewood at the Cove

San Jacinto, CA

e Fifron | * 2233 sq. ft. ENERGY STAR certified home $27,ﬂ[lﬂ tﬂtal
S — * 2.3 kW solar power system est. utility bills savings

+ $3,000 water hills savings
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Catalyst for Innovation

AExplore coseffective materials & er
construction techniques for next
generation of KB homes S
AShowcase emerging smart home

STATE OF

technologies -

Aldentify features / technologies that are
attractive to consumers

AHelp with market transformation

Marketing Tool

AGenerate brand recognition & positioning

ADrive traffic to the community that is
hosting the home e
A Consumers & brokers Y . Q'&etKero Energy Home

A Local governments Built in 2010
A Media
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BUILT TO ORDER

KB

e 7/ SFOHOUSE 2.0

NReduc
before you
produc
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Green living

KB Hotre's Zeroblouse bobs like azy of s othee Sult-b-codhe hoemes, bt icorporsten frany soergy-+fckent fastures St Relp
et th Il of wang bew Py ShAR the bt prodeces,

By Avxzanono Lazo

Crowned with three gables and palried
= Yans of ray und white, the Bubrbes
Some in Lake Forest doesn’s look much tiee
the dombete of the future.

But &3 summer beat rates off the
treah axphalt cutxde. the horme roms com
Mrtably at Al Uit indoors. Recessed ights
thine, radion Blare wnd Ke-condtioned
aplendor greets hot skin. Despite all sys.
Terns going, the peoperty b peoducing meee
wioctsicity than it can conaume 60 3 warm
SUMITAe day — and thats the gl

Ureelled Jate Jat yoar. the Zerohouse
=m0l by Loa Angeles Uatlder X8 Home
embodkes the Industry’s b 1o move be.
yond the oaeof & kind vasity peoject and
raaie subdivisysn blidng & grven practicr.
Net-2era homes zich a3 the one KB Home
has Dullt are Righly efficiers peoperties
paleed with renewable enersy teckaokogy
such ux salar panet sysems, ferdting In
hosmes 35 green they peoduce at least s
I0CH U0 &4 Lhey eorsurre.

Cudorrén Bas had exgpanere policies
mandating snd moeraivizing the develop
meEnt of greener sew homes for years, bul
L mplemmekation of e posls hax been
towed by thewnak houring market and the
dearth of new ccnstruetion.

Withthe sarkel  {Sen Groon, 4]

ZeroHouse,

a KB Home model of
efficiency in Lake
Forest, showcases

efforts to offer
buyers homes that
produce as much
energy as they use.

NnGener a
as much
energy as
expected to
useo
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