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Dear Fellow Stockholder:

Together with the Board of Directors and the management team of KB Home, I am pleased to invite you to our 2018
Annual Meeting of Stockholders. The meeting will be held at 9:00 a.m., Pacific Time, on Thursday, April 12, 2018, at
our Corporate Office, which is located at 10990 Wilshire Boulevard in Los Angeles, California.

2017 in Review

In many ways, 2017 was an exceptional year for our Company. It marked another year of significant growth in our
revenues, profitability and returns, driving a total stockholder return of 99% - one of the best in our industry group.
We were recognized for our continued work in sustainable homebuilding, focusing on efficient, healthy and
technology-enabled homes. And, throughout the year, we celebrated the 60t anniversary of our founding. Our
anniversary provided many opportunities to look back at our modest beginnings, progress through the years, and our
strong position today to extend our profitable growth into the future.

Entering the year, our initial, high-level expectations were for housing revenues of approximately $4 billion and a
homebuilding operating income margin of approximately 6.0%. By year’s end, we had expanded our housing revenues
by 21% to $4.3 billion, and produced a 140-basis point increase in our homebuilding operating income
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margin to 7.1%, excluding inventory-related charges. The combined effect of increasing our scale and improving our
profitability drove pretax income of $290 million. Equally as important, we significantly expanded key returns
metrics, with our return on invested capital increasing by 220 basis points to 7.4%, and return on equity improving by
370 basis points to 10%.

It was also the first year of our three-year Returns-Focused Growth Plan. The foundation of this Plan is our ability to
produce substantial cash flow that we can then deploy in a balanced way to drive our continued profitable growth and
reduce our debt. In executing our Plan in 2017, we generated considerable cash that enabled us to invest $1.5 billion in
land acquisition and development, lower our debt balance by more than $300 million, and still end the year with over
$700 million in cash on our balance sheet and no cash borrowings outstanding on our revolving credit facility.
Housing market conditions remained favorable in 2017, with job and wage growth, and increasing healthy demand
from first-time buyers driving sales of new homes. At the same time, supply remained constrained, with existing home
inventory nationally falling to a 3.2-month supply in December 2017, and below that in most of the markets in which
we build. With these dynamics in place, our focus during the year was on maintaining our strong net order pace per
community and increasing prices, where possible.

We were successful with this approach, increasing our year-over-year net order value by 17% to $4.5 billion, on a 6%
increase in net orders to 10,900. Our robust net order value growth contributed to our year-end backlog value
expanding by 9% to $1.7 billion, our highest year-end backlog in a little over a decade.

In 2017, our joint venture with Stearns Lending, KBHS, became operational and began offering mortgage banking
services to homebuyers in our served markets. KBHS contributed to our results through an improving capture rate and
growing income stream, by providing a consistent and reliable level of service to our homebuyers, and by supporting
our divisions in achieving greater predictability in deliveries. Looking ahead, we expect KBHS to become a more
impactful part of our business.

For additional details on our 2017 performance as well as our outlook for 2018 and related business risk factors,
please refer to our Annual Report on Form 10-K for the fiscal year ended November 30, 2017.

Sustainability and Innovation

In 2017, we continued our longstanding industry leadership in sustainability, which has become one of our core values
and contributes to our goal of making owning a home more affordable for our buyers. Our commitment to
sustainability is embedded into every home we build, and enables us to deliver homes that have superior energy and
water efficiency, a healthier indoor environment, and enhanced integration of smart-home technologies, as compared
to most resale homes.

Our accomplishments in this area were recognized with a number of industry-first awards, including seven
consecutive ENERGY STAR® Partner of the Year - Sustained Excellence Awards, three ENERGY STAR Climate
Communications awards, and three consecutive WaterSense® Sustained Excellence Awards. In addition, we earned
18 ENERGY STAR Certified Homes Market Leader awards in 2017, reflecting our leadership in building ENERGY
STAR certified homes in each of our served markets.

Responding to the interests of our buyers as part of our customer-driven approach to homebuilding, we expanded our
smart-home offerings and collaborations with leading technology companies in 2017. Our homes include Wi-Fi
connected devices, such as thermostats, that are compatible with Apple®’s HomeKit™ and Amazon’s Alexa®. In
addition, we are increasingly working on designing homes that respond to and may even anticipate the homeowner’s
needs. We are excited about the possibilities that technology can enable within the homes we build, and look forward
to further developing our expertise.
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In Closing

We are making excellent progress on our Returns-Focused Growth Plan, and are poised to continue to do so in 2018.
We believe our business is well positioned geographically in some of the fastest growing housing markets in the
country, with products that are designed to appeal to the strongest demand segment-first-time homebuyers-which
made up one-half of our deliveries in 2017. We remain committed to increasing stockholder value, and thank you for
your continued support of KB Home. We hope to see you at our Annual Meeting.

Sincerely,

JEFFREY T. MEZGER
Chairman, President and Chief Executive Officer
March 2, 2018
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NOTICE OF 2018 ANNUAL MEETING OF STOCKHOLDERS

Time and Date

Location

Ttems of Business

9:00 a.m.,
Pacific Time,
on Thursday,
April 12, 2018.

KB Home
Corporate
Office, 10990
Wilshire
Boulevard, Los
Angeles, CA
90024.

(1) Elect ten
directors, each
to serve for a
one-year term.
(2) Advisory
vote to
approve named
executive
officer
compensation.
(3) Approve
the Amended
and Restated
Rights
Agreement.

(4) Ratify
Ernst & Young
LLP’s
appointment as
KB Home’s
independent
registered
public
accounting
firm for the
fiscal year
ending
November 30,
2018.

The
accompanying
Proxy
Statement
describes these



Record Date

Voting
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items in more
detail. We
have not
received notice
of any other
matters that
may be
properly
presented at
the meeting.
You are
entitled to vote
at the meeting
and at any
adjournment or
postponement
of the meeting
if you were a
stockholder on
February 9,
2018.

Please vote as
soon as
possible, even
if you plan to
attend the
meeting, to
ensure your
shares will be
represented.
You do not
need to attend
the meeting to
vote if you
vote before the
meeting. If you
are a holder of
record, you
may vote your
shares via the
Internet,
telephone or
mail. If your
shares are held
by a broker or
financial
institution, you
must vote your
shares using a
method the



Attending the Meeting

Annual Report
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broker or
financial
institution
provides.

Only
stockholders
on February 9,
2018,
authorized
proxy holders
of such
stockholders
and invited
guests of the
Board of
Directors
(“Board”) may
attend the
meeting in
person. Picture
identification
and an
admission
ticket will be
required to
attend. The
accompanying
Proxy
Statement
describes how
to request an
admission
ticket. We
must receive
written ticket
requests by
March 30,
2018.

Copies of our
Annual Report
on Form 10-K
for the fiscal
year ended
November 30,
2017 (““Annual
Report”),
including
audited
financial
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statements, are
being made
available to
stockholders
concurrently
with the
accompanying
Proxy
Statement. We
anticipate
these materials
will first be
made available
on or about
March 2, 2018.

Important Notice Regarding the Availability of
Proxy Materials for the Stockholder Meeting
To Be Held on April 12, 2018: Our Proxy
Statement and Annual Report are available at
www.kbhome.com/investor/proxy.
BY ORDER OF THE BOARD OF DIRECTORS,
WILLIAM A. (TONY) RICHELIEU
Vice President, Corporate Secretary and Associate General Counsel
Los Angeles, California
March 2, 2018
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KB HOME

10990 Wilshire Boulevard
Los Angeles, CA 90024
(NYSE:KBH)

PROXY STATEMENT

Your Board is furnishing this Proxy Statement and a proxy/voting instruction form or a Notice of Internet
Availability, as applicable, to you to solicit your proxy for our 2018 Annual Meeting of Stockholders (‘“Annual
Meeting”). We anticipate these proxy materials will first be made available on or about March 2, 2018. Stockholders

can vote via the Internet, telephone or mail or in person at the Annual Meeting, as
Voting and Other Information.”

TABLE OF CONTENTS

Annual Meeting Overview

Corporate Governance and Board Matters

Board [ eadership

Director Independence

Board Committee Information

Board Role in Risk Oversight

Certain Relationships and Related Party Transactions

Director Qualifications and Nominations

Communicating with the Board

Director Compensation

Election of Directors

Ownership of KB Home Securities

Compensation Discussion and Analysis

Listening to Our Stockholders

Compensation Governance

Pay Program Overview

NEO Compensation Components

Executive Compensation Decision-Making Process and Policies
Severance. Change in Control and Post-Termination Arrangements and Benefits
Management Development and Compensation Committee Report
Summary Compensation Table

Grants of Plan-Based Awards During Fiscal Year 2017
Outstanding Equity Awards at Fiscal Year-End 2017

Option Exercises and Stock Vested During Fiscal Year 2017
Pension Benefits During Fiscal Year 2017

Non-Qualified Deferred Compensation During Fiscal Year 2017
Potential Payments Upon Termination of Employment or Change in Control
Advisory Vote to Approve Named Executive Officer Compensation
Approve the Amended and Restated Rights Agreement

Audit Matters

Ratify Ernst & Young LLP’s Appointment as Independent Auditor
Independent Auditor Fees and Services

Audit Committee Report

Annual Meeting. Voting and Other Information

Reconciliation of Non-GAAP Financial Measures

Amended and Restated Rights Agreement

described under “Annual Meeting,

[\)l._;—a»—»—»—»—lOOIO\ILA|Lﬁ|LJI|LJI|4>|w|w|w|’—

SNl INONOIRCIOCININR W= RN o
BREkEERERRRERERRREREEEREREIE]

Annex 1
Attachment A
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ANNUAL MEETING OVERVIEW
This overview provides a brief summary of the items of business for the Annual Meeting. Please review the more
detailed information in this Proxy Statement and our Annual Report before voting.

Items of Business Key Meeting Information

Elect ten directors, each to serve for a one-year

term. Thursday, April 12, 2018.
@Advisory vote to approve named executive officer Date 9:00 a.m., Pacific Time.
(“NEO”) compensation. Time KB Home Corporate Office
Approve the Amended and Restated Rights Location Los Angeles, CA 90024.
Agreement. You must request an admission ticket to attend the
Ratify Ernst & Young LLP’s appointment as our To Annual Meeting in person. We must receive written

independent registered public accounting firm Attend ticket requests by March 30, 2018, as described under

(“Independent Auditor”) for the fiscal year ending “Admission to the Annual Meeting.”
November 30, 2018.
Board of Directors Nominees

As discussed under “Election of Directors,” below are the nominees for election to the Board at the Annual Meeting.

Name Year First Primary Occupation Committee
Elected y p Membership
Dorene C. Chairwoman and Chief Executive Officer, Vanir Group of Companies,
. 2017 ACC

Dominguez Inc.
Timothy W. . . ] . MDCC
Finchem 2005 Board Chair, The First Tee; Former PGA TOUR Commissioner NCGC (Chair)
Dr. Stuart A Director, Richard S. Ziman Center for Real Estate at UCLA; and

L ’ 2016 Professor of Finance and Arden Realty Chair, UCLA Anderson ACC
Gabriel

School of Management
Dr. Thomas W. . oL . ACC
Gilligan 2012 Director, Hoover Institution on War, Revolution and Peace NCGC
Kenneth M. 2001 Former Chairman and CEO, Temple-Inland Inc. MDCC (Chair)
Jastrow, II
Robert L. . . MDCC
Johnson 2008 Founder and Chairman, The RLJ Companies NCGC
. . . ACC (Chair)

Melissa Lora 2004 President, Taco Bell International MDCC
Jeffery T. . . ) . . « »
Mezger 2006 Chairman, President and Chief Executive Officer (“CEQO”), KB Home N/A
James C. Weaver2017 Chief Executive Officer, McCombs Partners ACC
Michael M. . ACC
Wood 2014 Founder and Chairman, Redwood Investments LLC NCGC

Committee Key: “ACC”=Audit and Compliance; “MDCC”=Management Development and Compensation;
“NCGC”=Nominating and Corporate Governance

Your Board recommends a vote “FOR” the election of each director nominee

12
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Advisory Vote to Approve NEO Compensation

As shown below, and as discussed under “Compensation Discussion and Analysis,” we believe we have a strong
alignment of our executive compensation with performance that supports advisory approval of 2017 fiscal year NEO
compensation.

FY2017 KEY PERFORMANCE METRICS

Total Stockholder Return (“TSR”), 99%

Stockholder Returns Return on Equity " 10% (+370 basis points)
Total Revenues 22%
. . Homebuilding Operating Income _ 86%
Financial Results Total Pretax Income 94%
Net Income 71%
Operating Results Net Order Value a 17%
Year-End Backlog Value 9%

Your Board recommends an advisory vote “FOR” approval of NEO compensation

Approve the Amended and Restated Rights Agreement

As discussed under “Approve the Amended and Restated Rights Agreement,” the Board believes it is important to
maintain the protections of our Rights Agreement to help preserve the valuable tax benefits of our significant
remaining net operating losses for up to three more years.

Your Board recommends a vote “FOR” approving the Amended and Restated Rights Agreement

Independent Auditor Appointment

As discussed under “Audit Matters,” we are seeking stockholder ratification of the Audit and Compliance Committee’s
appointment of Ernst & Young LLP as our Independent Auditor for the fiscal year ending November 30, 2018.

Your Board recommends a vote “FOR” ratifying Ernst & Young LLP’s appointment

2

13
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CORPORATE GOVERNANCE AND BOARD MATTERS

The Board is elected by our stockholders to oversee the management of our business and to assure that our
stockholders’ long-term interests are being served. The Board carries out this role subject to Delaware law (our state of
incorporation), and in accordance with our Corporate Governance Principles. The Board held five meetings during
2017.

Corporate Governance Highlights

* All directors are independent, except our CEO, and
elected annually under a majority voting standard.

* QOur three standing Board committees are entirely * All directors, senior executives and employees must comply
composed of independent directors. with the standards of conduct in our Ethics Policy.

* Non-employee directors meet in executive sessions at ¢ Each director attended at least 75% of the meetings of the
each in-person Board meeting, and any non-employee  Board and Board committees on which they served during

* There is Board-level oversight of our political contributions.

director can request additional executive sessions. 2017.

* All directors, senior executives and employees are * We expect all directors to attend our annual meeting of
prohibited from pledging or hedging their holdings of ourstockholders. All directors serving at the time attended our
securities. 2017 Annual Meeting of Stockholders on April 13, 2017.

* Beginning with 2017 awards, employee equity award

. . o . * Executive officers are subject to an incentive compensation
agreements require double-trigger vesting in a change in

control. clawback policy.

* Directors and senior executives are subject to strong ¢ We have one class of voting securities and no supermajority
stock ownership requirements. voting requirements (except as provided by Delaware law).
Board Leadership

The Board believes that having an independent director serve as Chairman or Lead Independent Director is the most
appropriate Board leadership structure to carry out its role and responsibilities. In August 2016, and again in April
2017, the non-employee directors elected Mr. Mezger, our CEO, as Chairman based on his fundamental understanding
of our business model, effective operational leadership and capable service as a director since 2006, and their belief
that his serving as Chairman and CEO would further enhance the execution of our core strategies to achieve our
long-term growth goals. Board governance is balanced by a robust Lead Independent Director position with the duties
listed below, which are designed to maintain the Board’s steady independent oversight of our business. Ms. Lora was
elected Lead Independent Director in November 2016 and again in April 2017.

Lead

Independent

Director Duties

* Preside at all

meetings of the

Board at which

the Chairman is

not present, and

at all executive

sessions of the

non-employee

directors.

* Serve as liaison

between the

Chairman and

the

non-employee

directors.

14



¢ Consult with
the Chairman,
Board
committee
chairs and other
non-employee
directors (as
appropriate)
regarding
meeting
agendas and
schedules to
assure that there
is sufficient
time for
discussion of all
agenda items,
and regarding
the content and
flow of
information to
the Board.

* Organize and
preside at
meetings of the
non-employee
directors at any
time and for any
purpose.

* Provide Board
leadership if
there is (or there
is perceived to
be) a conflict of
interest with
respect to the
role of a
Chairman who
is also the Chief
Executive
Officer.

* If requested by
major
stockholders,
being available
to them for
consultation and
communication
as appropriate.

* Any such
additional
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responsibilities,

duties and

functions as set

forth in our

Corporate

Governance

Principles or

By-Laws, or as

may otherwise

be determined

by the Board

from time to

time.

Director Independence

We believe that a substantial majority of our directors should be independent. To be independent, the Board must
affirmatively determine that a director does not have any direct or indirect material commercial or charitable
relationship with us based on all relevant facts and circumstances. The Board makes independence determinations
from information supplied by directors, director nominees and other sources, the Nominating and Corporate
Governance Committee’s prior review and recommendation, and certain categorical standards contained in our
Corporate Governance Principles that are consistent with

3




Edgar Filing: KB HOME - Form DEF 14A

Table of Contents

New York Stock Exchange (“NYSE”) listing standards. The Board has determined that, other than Mr. Mezger, all
directors who served in 2017 and all director nominees are independent. In making its independence determinations,

the Board found that Ms. Dominguez’s independence was not impaired by, and she did not have a direct or indirect
material interest in, one of our division office’s leasing from CIT Group (where she serves as a non-employee director)

a nominal number of copy machines; and that Mr. Wood’s independence was not impaired by, and he did not have a
direct or indirect material interest in, our receipt of consulting services and research data in 2017 from a firm in which

he owns a <1% passive equity interest.

Board Committee Information

The Board has three standing committees — Audit and Compliance (“Audit Committee”’); Management Development and
Compensation (“Compensation Committee”); and Nominating and Corporate Governance (“Nominating Committee”) — to
which it has delegated various duties. The Board appoints the members of and has adopted a charter for each

committee. At each regular Board meeting, the committee chairs report to the Board on their particular committee’s
activities. The Board and each committee conduct an annual evaluation of their respective performance, with each
committee reporting on its own assessment to the full Board. Each committee member served during all of 2017, other
than Ms. Dominguez and Mr. Weaver, who both joined the Audit Committee upon their election to the Board on July
12,2017 and October 5, 2017, respectively. Robert L. Patton, Jr. served on the Audit Committee and the Nominating
Committee during 2017 until his resignation from the Board effective April 13, 2017.

Audit Committee Compepsation Nomingting
Committee Committee
Lora (Chair) Gilligan Jastrow (Chair) Finchem (Chair)
Members Dominguez Weaver Finchem Lora Gilligan Wood
Gabriel Wood Johnson Johnson
FY2017 Meetings 6 5 4

— Evaluates and
determines our
CEO’s compensation.
— Determines the
compensation of our

— Oversees our
corporate accounting
and reporting
practices and audit

— Oversees our
corporate governance
rocess, includin L. olicies and practices.
P & CEO’s direct reports. P ) “p
our Independent — Reviews “related party
— Oversees an annual

Auditor’s . . transactions,” as
review of leadership

qualifications, discussed below.
. development and
independence, — Oversees annual
. . workforce .
Key Duties retention, . Board and committee
. succession plans at
compensation and performance
all management .
performance. evaluations.

levels, including for

—Is authorized to — Identifies, evaluates

the CEO.
approve our and recommends
. . — Evaluates and e .
incurring, qualified director
. recommends .
guaranteeing or non-emplovee candidates to the
redeeming debt, and . ploy Board.
- . director
our entry into certain :
X compensation and
transactions. .
benefits.
Other Items —Each memberis  — Each memberisa - Regularly evaluates
financially literate, “non-employee the skills and

and an “audit
committee financial
expert,” per NYSE
listing standards and

director” under SEC
rules and an “outside
director” under
Internal Revenue

characteristics of
current and potential
directors, and
identified for each

17
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Securities and
Exchange

Code (“Code”) Sectiomndividual the Board

162(m).

Commission (“SEC”) — Is assisted with its

rules.

— It is a separately
designated standing
audit committee as
defined in Section
3(a)(58)(A) of the
Securities Exchange
Act of 1934,

— The Board
determined that

Dr. Gabriel’s
simultaneous service
on the audit
committees of three
other public
companies does not
impair his ability to
serve effectively on
the Audit
Committee.

duties by our
management and an
outside consultant,
Frederic W. Cook &
Co., Inc. (“FWC”).
— May delegate its
duties to our
management, except
the authority to grant
equity-based awards,
or to a Board
subcommittee.
Compensation
Committee
Interlocks and
Insider Participation
None of our
directors or
executive officers
had any relationship
that would constitute
a “compensation
committee interlock”
under SEC rules.

has nominated for
election at the Annual
Meeting certain
specific skills and
qualifications that led
to the Board’s
determination that
each such nominee
should serve as a
director, as described
under “Election of
Directors.”

18
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Board Role in Risk Oversight

As described below, the Board oversees our management’s plans, policies and processes for identifying, assessing and
addressing business risks while advancing our strategic goals. The Board has delegated its risk oversight
responsibilities to the Audit Committee, except for employee compensation-related risks that are under the
Compensation Committee’s purview.

Audit Committee Role. The Audit Committee oversees our Compensation Committee Role. The Compensation
management’s performance of an annual enterprise risk ~ Committee oversees an annual employee compensation
management assessment that identifies significant risks in risk assessment performed by FWC together with our

our business and operations, along with corresponding management that largely focuses on potential policy and
mitigating factors, and receives periodic updates upon program design and implementation risks. The

request or as deemed appropriate. The Audit Committee =~ Compensation Committee also reviews and, as

chair reports to the Board on significant risks as deemed  appropriate, approves compensation arrangements
appropriate. In addition, at each of its regular meetings, the developed by our senior human resources personnel. The
Audit Committee receives reports from our senior finance, Compensation Committee chair reports to the Board on
accounting, legal and internal audit executives, and significant risks as deemed appropriate. Based on this
conducts separate executive sessions with each of those  oversight approach and our most recent annual risk
executives and with our Independent Auditor to discuss  assessment, we do not believe that our present employee
matters relevant to their respective duties and roles, compensation policies and programs are likely to have a
including risk areas. material adverse effect on us.

Certain Relationships and Related Party Transactions

The Nominating Committee reviews any transactions, arrangements or relationships in which we participate and in
which a director, director nominee, executive officer or beneficial owner of five percent or more of our common stock
(or, in each case, an immediate family member) had or will have a direct or indirect material interest (a “Covered
Transaction™), except as otherwise determined by the Board. Covered individuals and stockholders are expected to
inform our Corporate Secretary of Covered Transactions, and we collect information from our directors, director
nominees and executive officers about their and their family members’ affiliations so that we can review our records
for any such transactions.

Per the policy and procedures set forth in its Charter, the Nominating Committee will approve or ratify a Covered
Transaction if, based on a review of all material facts and feasible alternatives, it deems the transaction to be in our
and our stockholders’ best interests. In addition, specified categories of transactions set forth in the Nominating
Committee’s Charter are deemed pre-approved/ratified, including those in which the total amount involved is less than
or equal to $120,000; and those that would not (a) need to be reported under federal securities laws, (b) be deemed to
impair a director’s independence under our Corporate Governance Principles or (c) be deemed to be a conflict of
interest under our Ethics Policy. There were no Covered Transactions in 2017.

Director Qualifications and Nominations

The Nominating Committee evaluates and recommends individuals for election to the Board at regular or special
meetings and at any point during the year, taking into consideration the attributes listed in our Corporate Governance
Principles and diversity of background and personal experience, among other factors. Diversity may encompass race,
ethnicity, national origin and gender, geographic residency, educational and professional history, community or public
service, expertise or knowledge base and/or other tangible and intangible aspects of an individual in relation to the
personal characteristics of current directors and other potential director nominees. There is no formal policy as to how
diversity is applied, and an individual’s background and personal experience, while important, do not necessarily
outweigh any other factors.

Individuals may be nominated by current directors, and the Nominating Committee has retained professional search
firms from time to time to assist with director recruitment. Current directors recommended Ms. Dominguez and Mr.
Weaver as candidates prior to their respective elections to the Board in 2017. A professional firm assisted with our
outreach to Ms. Dominguez. Security holders may propose director nominees by following the procedures set forth in
our By-Laws, which require, among other things, timely advance written notice to our Corporate Secretary of any
potential nominee that contains specified information about the nominee and the nominating security holder. Director

19
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nominees proposed by security holders are considered in the same manner as any other potential nominees.
Communicating with the Board

As set forth in our Corporate Governance Principles, any interested party may write to the Board, to the Chairman of
the Board, to the Lead Independent Director or to any director in care of our Corporate Secretary at KB Home, 10990
Wilshire Boulevard, Los Angeles, CA 90024.

5
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DIRECTOR COMPENSATION
Our directors (other than Mr. Mezger, who is not paid for his Board service) are primarily compensated under a plan
the Board approved in October 2014, as described below. Director compensation is based on service for a “Director
Year,” a period that begins on the date of an annual meeting of stockholders and ends on the day before the next annual
meeting.
Non-Employee Director Compensation
Board Retainer $100,000
Equity Grant (value) $145,000
Lead Independent Director Retainer $40,000*
$25,000 (Audit Committee)
Committee Chair Retainers $18,000 (Compensation Committee)
$15,000 (Nominating Committee)
$10,000 (Audit Committee)

Committee Member Retainers $7,000 (Compensation Committee)
$5,000 (Nominating Committee)
Meeting Fees $1,500 (for each additional non-regularly scheduled meeting)

* The Board established the Lead Independent Director retainer in August 2016.
Non-Employee Director Compensation Components.
Retainers. Each director may elect to receive their respective retainers in equal quarterly cash installments, as a grant
of unrestricted shares of our common stock and/or as a grant of fully vested deferred common stock awards (“stock
units”), with any such equity-based grants made as described below. Committee retainer differences reflect relative
workloads.
Equity Grant. Each director may generally elect to receive their equity grant in unrestricted shares of our common
stock and/or in stock units. Grants are made on the first date of a Director Year, with the rounded number of
shares/units granted based on our common stock’s closing price on that date. Directors will receive a share of our
common stock for each stock unit they hold on the earlier of a change in control or leaving the Board. Directors
receive cash dividends on their common stock, and cash dividend equivalent payments on their stock units. Stock
units have no voting rights. If a director has not satisfied the stock ownership requirement by the applicable time (as
described under “Stock Ownership Requirements”), the director can only receive stock units for the equity grant, and
cannot dispose of any shares of our common stock until the director satisfies the ownership requirement or leaves the
Board.
Meeting Fees. These fees are payable to directors who attend any Board or committee meeting that is not a regularly
scheduled meeting and have also attended the Board’s or the applicable committee’s prior Director Year meetings. No
such fees were paid in 2017.
Directors elected to the Board other than at an annual meeting receive prorated compensation, with equity grants made
on their election date. We also pay directors’ travel-related expenses for Board meetings and Board activities.
Director Compensation During Fiscal Year 2017

Fees Earned or Stock  All Other

Name(a) Paid in Cash  Awards Compensation ( $c;tal
($)(b) &) &
Ms. Dominguez $ 55,000 $72,500% —$127,500
Mr. Finchem — 267,000 — 267,000
Dr. Gabriel 110,000 145,000 — 255,000
Dr. Gilligan 115,000 145,000 — 260,000
Mr. Jastrow 118,000 145,000 — 263,000
Mr. Johnson 100,000 157,000 — 257,000
Ms. Lora 10,000 317,000 — 327,000
Mr. Weaver 36,250 27,500 — 63,750
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Mr. Wood 100,000 160,000 — 260,000

@ Ms. Dominguez was elected to the Board on July 12, 2017, and Mr. Weaver was elected to the Board on October 5,
2017. Therefore, each received prorated compensation during 2017.

Fees Earned or Paid in Cash. These amounts generally represent the cash retainers paid to directors per their

(b)elections. The amount for Ms. Lora reflects her Lead Independent Director retainer paid in the 2017 first quarter
for the 2016-2017 Director Year.
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Stock Awards. These amounts represent the aggregate grant date fair value of the unrestricted shares of our

common stock or stock units granted to our directors in 2017. The grant date fair value of each such award is equal

to the closing price of our common stock on the date of grant. All such grants were made on April 13, 2017, except
(c)that Ms. Dominguez’s and Mr. Weaver’s grants were made on the respective dates on which they were elected to the

Board. The table below shows the respective grants of unrestricted shares of our common stock and/or stock units

to our directors in 2017 and each director’s total holdings of equity-based compensation awards as of February 16,

2018.

2017 2017

Common Stock Unit Total‘
Name Stock Holdings

Grants .

Grants #) #HQ)

#)
Ms. Dominguez 3,051 — 3,051
Mr. Finchem — 13,288 180,142
Dr. Gabriel 7,217 — 17,251
Dr. Gilligan 7,217 — 65,489
Mr. Jastrow — 7,217 153,018
Mr. Johnson 7,814 — 156,682
Ms. Lora — 15,777 223,749
Mr. Weaver 1,413 — 1,413

Mr. Wood 746 7,217 44,314
Total Holdings. These amounts reflect the directors’ total respective outstanding holdings of equity-based
compensation awards, consisting of grants of unrestricted shares of our common stock, stock units and stock
options in the following amounts: Ms. Dominguez 3,051, 0 and 0; Mr. Finchem 0, 124,792 and 55,350; Dr. Gabriel
17,251, 0 and O; Dr. Gilligan 17,251, 21,349 and 26,889; Mr. Jastrow 10,034, 87,634 and 55,350; Mr. Johnson
28,570, 34,769 and 93,343; Ms. Lora 0, 157,179 and 66,570; Mr. Weaver 1,413, 0 and 0; and Mr. Wood 1,784,
31,152 and 11,378. Director stock options were last granted in April 2014, as they ceased being a component of
director compensation after that date; accordingly, no director stock options have been granted to Ms. Dominguez,
Dr. Gabriel or Mr. Weaver. Some director stock options held by Mr. Johnson (37,993) and Ms. Lora (11,220) have
(i) 15-year terms. The remainder have ten-year terms. For directors who leave the Board due to retirement or disability
(in each case as determined by the Compensation Committee), or death, their stock options will be exercisable for
the options’ respective remaining terms. Otherwise, director stock options must be exercised by the earlier of their
respective terms or the first anniversary of a director’s leaving the Board (for 15-year stock options), or the third
anniversary of leaving the Board (for ten-year stock options). Based on the directors’ respective elections, each
director stock option represents a right to receive shares of our common stock equal in value to the positive
difference between the option’s stated exercise price and the fair market value of our common stock on an exercise
date, and are therefore settled in a manner similar to stock appreciation rights (and are referred to in this Proxy
Statement as “Director SARs”). No Director SARs held by current directors have been so settled.
Indemnification Agreements. We have agreements with our directors that provide them with indemnification and
advancement of expenses to supplement what our Certificate of Incorporation and insurance policies provide, subject
to certain limitations.
Directors’ Legacy Program. We established the Directors’ Legacy Program in 1995 to recognize our and our directors’
interests in supporting educational institutions and other charitable organizations. The Board closed the program to
new participants in 2007. As a result, Messrs. Finchem and Jastrow and Ms. Lora are the only current directors who
are participants in the program. All program participants have fully vested in their donation amount; however, neither
they nor their families receive any proceeds, compensation or tax savings associated with the program. Under the
program, we will make a charitable donation on each participant’s behalf of up to $1 million to up to five
participant-designated, qualifying institutions or organizations. Donations are paid in ten equal annual installments
directly to the designated recipient institutions or organizations after a participant’s death. We maintain life insurance
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policies to help fund these donations, but no premium payments for the policies were required to be made in 2017.
Premium payments, where required, vary depending on participants’ respective ages and other factors. The total
amount payable under the program at November 30, 2017 was $14.9 million.

7
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ELECTION OF DIRECTORS

The Board will present as nominees at the Annual Meeting, and recommends our
stockholders elect to the Board, each of the individuals named below for a one-year term
ending at the election of directors at our 2019 Annual Meeting of Stockholders. Each
nominee has consented to being nominated and has agreed to serve as a director if elected.
Each nominee is standing for re-election, except for Ms. Dominguez and Mr. Weaver, who
were each elected to the Board in 2017. Should any of the nominees become unable to serve
as a director prior to the Annual Meeting, the individuals named as proxies for the meeting
will, unless otherwise directed, vote for the election of another person as the Board may
recommend. On the date of the Annual Meeting, if the Board’s nominees are elected, the
Board will have ten directors. There are no term limits for directors.

Voting Standard

To be elected, each
nominee must receive a
majority of v