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CAROL C. LAM @:@PY FILED
United States Attorney
KAREN P, HEWITT B5AUG -3 PHI2: 52

Assistant U.S. Attorney )
Deputy Chief, Civil Division L ;’ X iv-,‘b
California State Bar No. 145309 o
Office of the U.S. Attorney

Federal Office Building BY: DEPUTY
880 Front Street, Room 6293

San Diego, CA 92101-8893

Telephone (619) 557-5610

]p;'-vr SO

Attorneys for Plaintiff

IN THE UNITED STATES DISTRICT COURT
FOR THE SOUTHERN DISTRICT OF CALIFORNIA

WO (o)

CIVIL ACTION NO. 91-0872K(BTM)

UNITED STATES OF AMERICA,
Plaintiff,

\A STIPULATION

KB HOME (previously “Kaufman and
Broad, Inc.” and “Kaufman and Broad
Home Corporation”),

Defendant.

N et it st e e "t vt s st e e’ gt

WHEREAS, plaintiff, the United States of America (the “United States™), filed a complaint
against Kaufman and Broad Home Corporation (later, KB Home) in this Court on June 27, 1991,
seeking relief for alleged violations of a final consent order to cease and desist issued by the
Federal Trade Commission (the “Commission”) on February 12, 1979 to respondent Kaufman and
Broad, Inc., predecessor to Kaufman and Broad Home Corporation (the “Commission’s Order”);

WHEREAS, this Court entered a Consent Decree (the “Consent Decree”) on July 2, 1991,
requiring Kaufman and Broad Home Corporation to pay a civil penalty and enjoining it, and its
successors and assigns, from violating any provision of the Commission’s Order;

WHEREAS, pursuant to the Consent Decree, this Court retained jurisdiction for the
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purpose, inter alia, of enabling the parties to apply for further orders or directions regarding the
Consent Decree;

WHEREAS, pursuant to the Consent Decree, defendant Kaufman and Broad Home
Corporation paid the required civil penalty;

WHEREAS, defendant KB Home is the successor to respondent Kaufman and Broad, Inc.
and defendant Kaufman and Broad Home Corporation and is therefore subject to the terms of the
Commission’s Order and the Consent Decree;

WHEREAS, Part III.B of the Commission’s Order requires defendant KB Home to furnish
new home purchasers with a warranty “that is substantially identical to the insurer’s and the
warrantor’s undertaking in the Home Owners Warranty Corporation’s Home Warranty Agreement
(hereafter referred to as the ‘HOW warranty’) currently in use and attached hereto as Appendix A
and incorporated by reference in this order, including the procedures for the settlement of disputes;”

WHEREAS, the HOW warranty attached to the Commission’s Order provides for
mandatory arbitration of warranty disputes with the result binding on defendant KB Home only and
states that “No fee or deposit is required;”

WHEREAS, the Commission alleges that defendant KB Home has violated Part IIL.B of the
Commission’s Order by furnishing new home purchasers with warranties that:

(1) provided for arbitration of warranty disputes that is binding on homeowners; and
(2) required homeowners to pay fees and costs to initiate and to conduct warranty dispute
arbitration;

WHEREAS, the Commission alleges that defendant KB Home also has violated Part III.B
of the Commission’s Order by furnishing new home purchasers with purchase agreements that
required binding arbitration of warranty disputes;

WHEREAS, defendant KB Home denies the Commission’s allegations and states that it has
been in compliance with the Commission’s Order throughout the lperiod, but is willing to amicably
resolve the matter;

WHEREAS, the parties have agreed to a settlement of the Commission’s allegations and

have negotiated a Modified Consent Decree (attached hereto as Exhibit A), providing for the
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payment by KB Home of a civil penalty for the alleged violations of the Commission’s Order

described above, and the imposition of injunctive relief, including extension of certain

homeowners’ warranties, written notification to warranty holders, record keeping requirements,

reporting requirements and a prohibition against violating the Commission’s Order;

WHEREAS, defendant KB Home has sent to current KB Home warranty holders letters

modifying and clarifying their warranties so that they meet the requirements of Part IIL.B of the

Commission’s Order regarding the resolution of warranty disputes;

WHEREAS, the parties seek entry of the Modified Consent Decree to replace the Consent

Decree entered by this Court in 1991,

NOW, THEREFORE, IT IS HEREBY AGREED AND STIPULATED, by and between the

parties, that the Consent Decree is hereby modified in the form of the Modified Consent Decree,

attached hereto as Exhibit A;

Dated: §/3 /og

Of Counsel:

JAMES A. KOHM
Associate Director for Enforcement

ROBERT M. FRISBY
Assistant Director for Enforcement

PATRICIA F. BAK
JAMES A. PRUNTY

Attorneys

Division of Enforcement
Bureau of Consumer Protection
Federal Trade Commission
Washington, D.C. 20580
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FOR THE UNITED STATES OF AMERICA:

PETER D. KEISLER
Assistant Attorney General
Civil Division

U.S. Department of Justice

CAROL C.LAM
United States Attorney
Southern District of California

(O

KAREN P. HEWITT

Assistant United States Attorney
Deputy Chief, Civil Division
Southern District of California
880 Front Street, Room 6293
San Diego, CA 92101

(619) 557-5610
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EUGENE M. THIROLF
Director
Office of Consumer Litigation

G lenyaleet et
ELIZKBETH STEIN
Attorney

Office of Consumer Litigation
Civil Division

U.S. Department of Justice
Washington, D.C. 20530

FOR KB HOME

CHARD B. HIRST
Executive Vice President and Chief Legal Officer -

COLLIER SHANNON SCOTT

—

By: %/ (’/ /x;:». ﬂc&t

WILLIAM C. MACLEOD
A member of the firm
3050 K Street, N.W.
Washington, D.C. 20007

(202) 342-8811
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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF CALIFORNIA
UNITED STATES OF AMERICA, ) CIVIL NO. 91CV0872-K
Plaintiff, CERTIFICATE OF SERVICE

V.

and “Kaufman and Broad Home Corporation”),

)
)
;
KB HOME (previously “Kaufman and Broad, Inc.” )
)
)
Defendant. )

)

STATE OF CALIFORNIA S
SS.
COUNTY OF SAN DIEGO

IT IS HEREBY CERTIFIED that:

I, Pamela G. Bradley, am a citizen of the United States over the age of eighteen years and a
resident of San Diego County, California; my business address is Office of the U.S. Attorney, Federal
Office Building, 880 Front Street, Room 6293, San Diego, California 92101-8893; I am not a party to
the above-entitled action; and

On August 3, 2005, I deposited in a Federal Express box at San Diego, California, in the above-
entitled action, in a Federal Express envelope, a copy of:

STIPULATION

addressed to:
William C. Macleod Patricia F. Bak Eugene M. Thirolf
Collier, Shannon and Scott  Division of Enforcement Elizabeth Stein
3050 K Street, NW Bureau of Consumer Protection Office of Consumer Litigation
Suite 400 Federal Trade Commission U.S. Department of Justice
Washington, DC 20007 601 New Jersey Ave., NW 1331 Pennsylvania Ave., NW
(202) 342-8811 Room 2111 Suite 950N

Washington, DC 20001 Washington, DC 20004

(202) 326-2842 (202) 307-0092

the last known address at which place there is delivery service of Federal Express from the Federal
Express Service.

I declare under penalty of perjury that the foregoing is true and correct.

Executed in San Diego, California on-August 3, 2005.




