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PART I

Item 1. BUSINESS

General

KB Home is one of the largest and most recognized homebuilding companies in the U.S. We have been building

homes for over 60 years, with more than 600,000 homes delivered since our founding in 1957. We build a variety of
new homes designed primarily for first-time and first move-up, as well as second move-up and active adult
homebuyers, including attached and detached single-family residential homes, townhomes and condominiums. We
offer homes in development communities, at urban in-fill locations and as part of mixed-use projects. Our
homebuilding operations represent the majority of our business, accounting for 99.7% of our total revenues in 2018.
Our financial services operations, which accounted for the remaining .3% of our total revenues in 2018, offer various
insurance products to our homebuyers in the markets where we build homes and provide title services in certain of
those markets. Our financial services operations also provide mortgage banking services, including residential
consumer mortgage loan (“mortgage loan”) originations, to our homebuyers indirectly through KBHS Home Loans,
LLC (“KBHS”), an unconsolidated joint venture we formed with Stearns Lending, LLC (“Stearns”).

Unless the context indicates otherwise, the terms “we,” “our” and “us” used in this report refer to KB Home, a Delaware
corporation, and its predecessors and subsidiaries. Also, as used in this report, “home” is a single-family residence,
whether it is a single-family home or other type of residential property; “community” is a single development in which
new homes are constructed as part of an integrated plan; and “‘community count” is the number of communities we have
open for sales with at least five homes/lots left to sell.

The following charts present homes delivered, homebuilding revenues, homebuilding operating income and pretax
income for the years ended November 30, 2016, 2017 and 2018:
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Markets

Reflecting the geographic reach of our homebuilding business, we have ongoing operations in the eight states and 38
major markets presented below. We also operate in various submarkets within these major markets. From time to
time, we refer to these markets and submarkets collectively as our “served markets.” For reporting purposes, we
organize our homebuilding operations into four segments — West Coast, Southwest, Central and Southeast.
Segment  States Major Market(s)

Contra Costa County, Fresno, Los Angeles, Modesto, Oakland, Orange County,
West Coast California Riverside, Sacramento, Salinas, San Bernardino, San Diego, San Francisco, San Jose,
Santa Rosa-Petaluma, Stockton, Vallejo, Ventura and Yuba City
Washington  Seattle

Southwest Arizona Phoenix and Tucson
Nevada Las Vegas
Central Colorado Denver and Loveland
Texas Austin, Dallas, Fort Worth, Houston and San Antonio
Daytona Beach, Jacksonville, Lakeland, Orlando, Punta Gorda, Sarasota, Sebastian-Vero

Southeast Florida Beach and Tampa

North Carolina Raleigh
Segment Operating Information. The following table presents certain operating information for our homebuilding
reporting segments for the years ended November 30, 2018, 2017 and 2016 (dollars in millions, except average selling
price):
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Years Ended November 30,

2018 2017 2016
West Coast:
Homes delivered 3,152 3,387 2,825
Percentage of total homes delivered 28 % 31 % 29 %
Average selling price $661,500 $644,900 $579,900
Homebuilding revenues () $2,085.3 $2,186.4  $1,638.1
Southwest:
Homes delivered 2,301 1,837 1,559
Percentage of total homes delivered 20 % 17 % 16 %
Average selling price $307,300 $290,200 $287,000
Homebuilding revenues () $707.1 $533.1 $447.5
Central:
Homes delivered 4,113 4,136 3,744
Percentage of total homes delivered 36 % 38 % 38 %
Average selling price $297,400 $284,800 $270,100
Homebuilding revenues () $1,239.3 $1,188.8 $1,018.5
Southeast:
Homes delivered 1,751 1,549 1,701
Percentage of total homes delivered 16 % 14 % 17 %
Average selling price $286,600 $284,100 $281,400
Homebuilding revenues () $502.1 $448.0 $478.9
Total:
Homes delivered 11,317 10,909 9,829
Average selling price $399,200 $397,400 $363,800
Homebuilding revenues (a) $4,533.8 $4,356.3  $3,582.9

(a) Homebuilding revenues include revenues from housing and, if applicable, land sales.

Additional financial and operational information related to our homebuilding reporting segments, including revenues,
operating income (loss), pretax income (loss), inventories and assets, is provided below in Item 7 — Management’s
Discussion and Analysis of Financial Condition and Results of Operations and in Note 2 — Segment Information in the
Notes to Consolidated Financial Statements in this report.

Unconsolidated Joint Ventures. The above table does not include homes delivered or revenues from unconsolidated
joint ventures in which we participate. These unconsolidated joint ventures acquire and develop land in various
markets where our homebuilding operations are located and, in some cases, build and deliver homes on the land
developed.

Business Strategy

Since 2016, we have implemented a Returns-Focused Growth Plan that is designed to generate higher revenues and
improvement in our homebuilding operating income margin, return on invested capital, return on equity and leverage
ratio, and to achieve certain financial targets for these metrics in 2019. The plan’s main components are (1) executing
our core business strategy, (2) improving our asset efficiency and (3) monetizing our significant deferred tax assets.
Executing Our Core Business Strategy. Our core business strategy, which we call KB2020, is to expand our scale
primarily within our current geographic footprint to achieve a top-five position in each of our served markets (based
on homes delivered). KB2020 is a systematic, fact-based and process-driven approach to homebuilding that is
grounded in gaining a detailed understanding of consumers’ location and product preferences and product
price-to-value perceptions. As used in this report and elsewhere, the term “product” encompasses a home’s floor plan
design and interior/exterior style, amenities, functions and features.
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KB2020 consists of the following key principles with respect to customers, land, products and operations:

Customers. With our customer-first, Built-to-Order™ homebuying process, we provide each of our homebuyers with a
highly personalized experience where they can make a wide range of structural and design choices for their future
new home. Our community teams of sales representatives, design consultants and other personnel partner closely with
each homebuyer through each major step in the design, construction and closing of their KB home. We believe this
highly interactive process that enables our homebuyers to design a home with the particular features and amenities
they want based on how they live and what they value, at an affordable price, enhances customer satisfaction and
gives us a meaningful competitive advantage over other homebuilders and resale homes.

Land. We seek to manage our working capital and reduce our operating risks by primarily acquiring entitled land
parcels at reasonable prices within attractive submarkets as identified by our market research activities. We typically
focus on metropolitan areas with favorable long-term economic and population growth prospects that we believe have
the potential to sustain a minimum of 800 homes delivered per year, and target land parcels that meet our investment
return standards. Identified consumer preferences and home sales activity largely direct where our land acquisition
teams search for available land. In 2018, we refined our approach to land acquisition to focus on investments that
provide a one- to two-year supply of land or lots per community, and individual assets that are generally between 50
to 200 lots in size. Our primary focus continues to be our existing geographic footprint, encompassing markets we
identified for their long-term economic and demographic growth potential. We leverage the relationships we have
with land owners, developers and brokers to find and acquire land parcels, and use our experience in working with
municipalities to efficiently obtain development approvals.

Products. We offer our customers a base product with a standardized set of functions and features that is generally
priced to be affordable for the local area’s median household income level. As noted above, our Built-to-Order
approach provides customers the opportunity to select their lot location within a community, floor plan, elevation and
structural options, and to personalize their homes with numerous interior design options and upgrades in our design
studios. Our design studios, generally centrally located within our served markets, are a key component of our
Built-to-Order process, and the mix of design options and upgrades they offer are primarily based on the preferences
identified by our market survey and purchase frequency data. We utilize a centralized internal architectural group that
designs homes to meet or exceed customers’ price-to-value expectations while being as efficient as possible to
construct. To enhance the simplicity and efficiency of our products and processes, our architectural group has
streamlined our product series and developed a core series of high-frequency, flexible floor plans and elevations that
we can offer across many of our served markets. Our plan series allows us to more effectively shift with local demand
and developable land attributes, helps us to better understand the cost to build our products and enables us to compare
and implement best practices across divisions and communities. We also incorporate energy-efficient features into our
product designs to help lower our homebuyers’ total cost of homeownership and reduce our homes’ impact on the
environment, as further discussed below.

Operations. In addition to differentiating us from other high-production homebuilders, our Built-to-Order process
helps drive low-cost production. We generally commence construction of a home only after we have a signed
purchase contract with a homebuyer and have obtained preliminary credit approval or other evidence of the
homebuyer’s financial ability to purchase the home, and seek to build a backlog of sold homes. By maintaining a
substantial backlog, along with centralized scheduling and standardized reporting processes, we have established a
disciplined and scalable operational platform that helps us sustain an even-flow production of pre-sold homes. This
reduces our inventory risk, promotes construction efficiencies and enhances our relationships with independent
subcontractors and other business partners, and provides us with greater visibility and predictability on future
deliveries as we grow.

Trading
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We do not intend to list the Notes on any national securities exchange. The Notes are eligible for trading in the PORTAL market. Our common
stock is listed on the New York Stock Exchange under the symbol TGI .

RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth our historical ratio of earnings to fixed charges for the last five fiscal years and for the six month period ended
September 30, 2006 and our pro forma ratio of earnings to fixed charges for the fiscal year ended March 31, 2006 and the six month period
ended September 30, 2006. The pro forma ratio of earnings to fixed charges gives effect to the net decrease in interest expense and increase in
deferred financing costs resulting from the issuance of the Notes and the use of the proceeds to prepay our Senior Notes and repay certain
amounts outstanding under our credit facility.

For the purpose of these ratios, earnings consist of income from continuing operations before income taxes, fixed charges and amortization of
capitalized interest, minus capitalized interest and minority interest in pre-tax income of subsidiaries that have not incurred fixed charges, and

fixed charges consist of interest expense, including capitalized interest, amortized premiums, discounts and capitalized expenses related to
indebtedness and estimated interest included in rental expense.

Historical Pro Forma
Six Months
Ended Fiscal Year Six Months
September Ended Ended
Fiscal Year Ended March 31, 30, March 31, September 30,
2006 2005 2004 2003 2002 2006 2006 2006
Ratio of earnings to fixed charges 357x  217x 242x 438x 521«x 4.45x 4.86x 6.02x

10
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RISK FACTORS

Investing in the Notes involves a high degree of risk. You should carefully consider the following risk factors and all other information contained
in or incorporated by reference into this prospectus before making an investment decision. The risk and uncertainties described below are not
the only ones facing us. Additional risks and uncertainties that we are unaware of, or that we currently deem immaterial, also may become
important factors that affect us. The occurrence of any of the following risks could materially adversely affect our business, financial condition
or results of operations or your investment in the Notes.

Risks Related to Our Industry
Factors that have an adverse impact on the aerospace industry may adversely affect our results of operations.

A substantial percentage of our gross profit and operating income was derived from commercial aviation for fiscal year 2006. Our operations are
focused on designing, engineering and manufacturing aircraft components for new aircraft, selling spare parts and performing repair and
overhaul services on existing aircraft and aircraft components. Therefore, our business is directly affected by economic factors and other trends
that affect our customers in the aerospace industry, including a possible decrease in outsourcing by OEMs and aircraft operators or projected
market growth that may not materialize or be sustainable. When these economic and other factors adversely affect the aerospace industry, they
tend to reduce the overall customer demand for our products and services, which decreases our operating income. Economic and other factors
that might affect the aerospace industry may have an adverse impact on our results of operations.

There has been a recovery in commercial air travel to levels above those prior to the terrorist attacks of September 11, 2001 resulting in recovery
of demand for commercial aerospace products and services. Nevertheless, as a result of market conditions since September 11, 2001, the
financial condition of our airline customers has deteriorated and thereby introduced credit risk with some of our significant airline customers, as
well as introducing negative implications for their ability to fund the acquisition of new aircraft for their fleet. In addition, the recent rise in
energy costs has significantly increased the price of fuel to the airlines resulting in additional pressure on operating costs. These or other events
may lead to further declines in the worldwide aerospace industry that could further adversely affect our business and financial condition.

Competitive pressures may adversely affect us.

We have numerous competitors in the aerospace industry. We compete primarily with the top-tier systems integrators and the manufacturers that
supply them, some of which are divisions or subsidiaries of OEMs and other large companies that manufacture aircraft components and
subassemblies. Competition for the repair and overhaul of aviation components comes from three primary sources: OEMs, major commercial
airlines and other independent repair and overhaul companies. Some of our competitors have substantially greater financial and other resources
than we have. Competitive pressures may materially adversely affect our operating revenues and, in turn, our business and financial condition.

We may need to expend significant capital to keep pace with technological developments in our industry.

The aerospace industry is constantly undergoing development and change and it is likely that new products, equipment and methods of repair
and overhaul service will be introduced in the future. In order to keep pace with any new developments, we may need to expend significant
capital to purchase new equipment and machines or to train our employees in the new methods of production and service. We may not be
successful in developing new products and these capital expenditures may have a material adverse effect on us.
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We may incur significant expenses to comply with new or more stringent governmental regulation.

The aerospace industry is highly regulated in the United States by the FAA and in other countries by similar agencies. We must be certified by
the FAA and, in some cases, by individual OEMs in order to engineer and service parts and components used in specific aircraft models. If any
of our material authorizations or approvals were revoked or suspended, our operations would be adversely affected. New or more stringent
governmental regulations may be adopted, or industry oversight heightened in the future, and we may incur significant expenses to comply with
any new regulations or any heightened industry oversight.

Risks Related to Our Business
The loss of our key customer could have a material adverse effect on us.

For the year ended March 31, 2006 and the second quarter of fiscal 2007, The Boeing Company, or Boeing, represented approximately 21.7%
and 22.9% of net sales, respectively. The loss of this customer could have a material adverse impact on us. In addition, some of our operating
locations have significant customers, the loss of whom could have an adverse effect on those businesses.

We may be unable to successfully achieve tier one supplier status with OEMs, and we may be required to risk our capital to achieve tier
one supplier status.

Many OEMs are moving toward developing strategic partnerships with their larger suppliers, frequently called tier one suppliers. Each tier one
supplier provides an array of integrated services including research and development, engineering purchasing, warehousing and assembly for
OEM customers. We have been designated as a tier one supplier by some OEMs and are striving to achieve tier one status with other OEMs. In
order to maintain or achieve tier one status, we may need to expand our existing capacities or capabilities, and there is no assurance that we will
be able to do so. As we expand into the tier one supplier status, we are exposed to adverse litigation action by competitors whose market share is
being diminished.

Many new aircraft programs require that major suppliers become risk-sharing partners, meaning that the cost of design, development and
engineering work associated with the development of the aircraft is borne by the supplier, usually in exchange for a long-term agreement to

supply critical parts once the aircraft is in production. Boeing s 787 and Airbus A380 are examples of two new aircraft programs in which we are
competing in a product development process in order to obtain eventual long term production agreements. In the event that the aircraft fails to
reach the full production stage or we fail to win the long-term contract, the investment that we have made in research and development and other
start-up costs may not produce the anticipated return on investment.

We may not realize our anticipated return on capital commitments made to expand our capabilities.

From time to time, we make significant capital expenditures to implement new processes and to increase both efficiency and capacity. Some of
these projects require additional training for our employees and not all projects may be implemented as anticipated. If any of these projects do
not achieve the anticipated increase in efficiency or capacity, our returns on these capital expenditures may not be as expected.

Our expansion into international markets may increase credit and other risks.

As we pursue customers in Asia, South America and other less developed aerospace markets throughout the world, our inability to ensure the
creditworthiness of our customers in these areas could

12
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adversely impact our overall profitability. In addition, with the completion of our Thailand facility and as we pursue customers in other parts of
the world, we will be subject to the legal, political, social and regulatory requirements and economic conditions of other jurisdictions. We may
also make additional foreign capital investments, including acquisitions of foreign companies, in the future. Risk inherent to international
operations include, but are not limited to, the following:

. difficulty in enforcing agreements in foreign legal systems;

. foreign countries may impose additional withholding taxes or otherwise tax our foreign income, impose tariffs
or adopt other restrictions on foreign trade and investment, including currency exchange controls;

. fluctuations in exchange rates may affect demand for our products and services and may adversely affect our
profitability in U.S. dollars;

. inability to obtain, maintain or enforce intellectual property rights;
. changes in general economic and political conditions in the countries in which we operate;
. unexpected adverse changes in foreign laws or regulatory requirements, including those with respect to

environmental protection, export duties and quotas;
. difficulty with staffing and managing widespread operations; and

. difficulty of and costs relating to compliance with the different commercial and legal requirements of the
countries in which we operate.

We may need additional financing for acquisitions and capital expenditures and additional financing may not be available on terms
acceptable to us.

A key element of our strategy has been, and continues to be, internal growth supplemented by growth through the acquisition of additional
companies and product lines engaged in the aerospace industry. In order to grow internally, we may need to make significant capital
expenditures, such as investing in facilities in low cost countries, and may need additional capital to do so. Our ability to grow is dependent
upon, and may be limited by, among other things, availability under our credit facility and by particular restrictions contained in our credit
facility and our other financing arrangements. In that case, additional funding sources may be needed, and we may not be able to obtain the
additional capital necessary to pursue our internal growth and acquisition strategy or, if we can obtain additional financing, the additional
financing may not be on financial terms that are satisfactory to us.

Cancellations, reductions or delays in customer orders may adversely affect our results of operations.

Our overall operating results are affected by many factors, including the timing of orders from large customers and the timing of expenditures to
manufacture parts and purchase inventory in anticipation of future sales of products and services. A large portion of our operating expenses are
relatively fixed. Because several of our operating locations typically do not obtain long-term purchase orders or commitments from our
customers, they must anticipate the future volume of orders based upon the historic purchasing patterns of customers and upon our discussions
with customers as to their anticipated future requirements. These historic patterns may be disrupted by many factors, including changing
economic conditions, inventory adjustments, or work stoppages or labor disruptions at our customers. Cancellations, reductions or delays in
orders by a customer or group of customers could have a material adverse effect on our business, financial condition and results of operations.
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Our acquisition strategy exposes us to risks, including the risk that we may not be able to successfully integrate acquired businesses.

We have a consistent strategy to grow, in part, by the acquisition of additional businesses in the aerospace industry and are continuously
evaluating various acquisition opportunities, including those outside the United States and those that are larger than the acquisitions we have
made previously. However, we do not have any definitive agreements at this time to acquire additional businesses. Our ability to grow by
acquisition is dependent upon, among other factors, the availability of suitable acquisition candidates. Growth by acquisition involves risks that
could adversely affect our operating results, including difficulties in integrating the operations and personnel of acquired companies, the
potential amortization of acquired intangible assets, the potential impairment of goodwill and the potential loss of key employees of acquired
companies. We may not be able to consummate acquisitions on satisfactory terms or, if any acquisitions are consummated, satisfactorily
integrate these acquired businesses.

We may not be successful in expanding our casting activities in the aerospace market.

This year, the casting business continued to transition its target market away from industrial gas turbine products and shifted its focus to the
production of aerospace products. Such expansion will require additional capital expenditures. In addition, several OEMs are already operating
with such newer materials and processes and, in certain cases, hold proprietary technology and patents. There can be no assurance that we will
be able to successfully expand into the aerospace market.

Any product liability claims in excess of insurance may adversely affect our financial condition.

Our operations expose us to potential liability for personal injury or death as a result of the failure of an aircraft component that has been
serviced by us or the failure of an aircraft component designed or manufactured by us. While we believe that our liability insurance is adequate
to protect us from these liabilities, our insurance may not cover all liabilities. Additionally, insurance coverage may not be available in the future
at a cost acceptable to us. Any material liability not covered by insurance or for which third party indemnification is not available could have a
material adverse effect on our financial condition.

The lack of available skilled personnel may have an adverse effect on our operations.

From time to time, some of our operating locations have experienced difficulties in attracting and retaining skilled personnel to design, engineer,
manufacture, repair and overhaul sophisticated aircraft components. Our ability to operate successfully could be jeopardized if we are unable to
attract and retain a sufficient number of skilled personnel to conduct our business.

Any exposure to environmental liabilities may adversely affect us.

Our business, operations and facilities are subject to numerous stringent federal, state, local and foreign environmental laws and regulations.
Although management believes that our operations and facilities are in material compliance with such laws and regulations, future changes in
such laws, regulations or interpretations thereof or the nature of our operations or regulatory enforcement actions which may arise, may require
us to make significant additional capital expenditures to ensure compliance in the future. Some of our facilities have been or are currently the
subject of environmental remediation activities, the cost of which is subject to indemnification provided by IKON Office Solutions, Inc., or
IKON. The IKON indemnification covers the cost of liabilities that arise from environmental conditions or activities existing at facilities prior to
our acquisition from IKON in July 1993, including the costs and claims associated with the environmental remediation activities and liabilities
discussed above. Some other
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facilities acquired and operated by us or one of our subsidiaries have at one time or another been under active investigation for environmental
contamination by federal or state agencies when acquired have and, at least in some cases, continue to be under investigation or subject to
remediation. Individual facilities of ours have also been subject to investigation on occasion for possible past waste disposal practices which
might have contributed to contamination at or from remote waste disposal sites. We are often indemnified by prior owners or operators and/or
present owners of the facilities for liabilities which we might otherwise incur as a result of these investigations and the environmental
contamination found which pre-dates our acquisition of these facilities, subject to certain limitations, including but not limited to limitations on
the survival period of the indemnity. We also maintain a pollution liability policy that provides coverage for material liabilities associated with
the clean-up of on-site pollution conditions, as well as defense and indemnity for certain third party suits (including Superfund liabilities at third
party sites), in each case, to the extent not otherwise indemnified. This policy applies to all of our manufacturing and assembly operations
worldwide. However, if we were required to pay the expenses related to environmental liabilities for which neither indemnification nor
insurance coverage is available, these expenses could have a material adverse effect on us.

We may become involved in intellectual property litigation, which could have a material and adverse impact on our profitability.

We and other companies in our industry possess certain proprietary rights relating to designs, engineering, manufacturing processes and repair
and overhaul procedures. In the event that we believe that a third party is infringing upon our proprietary rights, we may bring an action to
enforce such rights. In addition, third parties may claim infringement by us with respect to their proprietary rights and may initiate legal
proceedings against us in the future. The expense and time of bringing an action to enforce such rights or defending against infringement claims
may have a material and adverse impact on our profitability. In addition, in our overhaul and repair businesses, OEMs of equipment that we
maintain for our customers increasingly include language in repair manuals relating to their equipment asserting broad claims of proprietary
rights to the contents of the manuals used in our operations. Although we believe that our use of manufacture and repair manuals is lawful, there
can be no assurance that OEMs will not try to enforce such claims, including the possible use of legal proceedings, or that any such actions will
not be successful.

Risks Related to the Notes
We may incur additional indebtedness.

The indenture governing the Notes does not prohibit us from incurring substantial additional indebtedness in the future, which may rank senior
or equal in right of payment with the Notes. We are also permitted to incur additional secured debt that would be senior in right of payment to
these Notes. The indenture governing these Notes also permits unlimited additional borrowings by our subsidiaries that could be effectively
senior to the Notes. In addition, the indenture does not contain any restrictive covenants limiting our ability to pay dividends, make any
payments on junior or other indebtedness or otherwise limit our financial condition.

We may not have sufficient cash to repurchase the Notes at the option of the holder on a specified repurchase date or on a fundamental
change or to pay the cash payable on a conversion, which may increase a holder s credit risk. A holder s right to require us to repurchase its
Notes upon a fundamental change may not protect the holder upon the occurrence of certain events that might adversely affect our financial
condition or business operations.

Our failure to repurchase tendered Notes at a time when the repurchase is required by the indenture or to pay any cash payable on a conversion
of the Notes would constitute a default under the indenture. A default under the indenture or a fundamental change could lead to a default under
our credit facility or
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other existing and future agreements governing our indebtedness. In that event, the subordination provision of the Notes likely would prevent us
from paying the Notes. On October 1, 2011, 2016 and 2021, holders of the Notes have the right to require us to repurchase for cash all or any
portion of their Notes at 100% of their principal amount plus accrued and unpaid interest, including contingent interest and additional amounts,
if any, up to but not including the date of repurchase. In addition, on a fundamental change, subject to certain conditions, we will be required to
make an offer to repurchase for cash all outstanding Notes at 100% of their principal amount plus accrued and unpaid interest, including
contingent interest and additional amounts, if any, up to but not including the date of repurchase. However, we may not have enough available
cash or be able to obtain financing at the time we are required to make repurchases of tendered Notes or settlement of converted Notes. Any
credit facility in place at the time of a repurchase or conversion of the Notes may limit our ability to use borrowings to pay any cash payable on a
repurchase or conversion of the Notes and may prohibit us from making any cash payments on the repurchase or conversion of the Notes if a
default or event of default has occurred under that facility without the consent of the lenders under that credit facility. Our failure to purchase the
Notes in those situations would be a default under the indenture and would likely cause a default under our other indebtedness. In that case, the
subordination provisions would likely prohibit payments on the Notes.

In addition, the term fundamental change is limited to certain specified transactions and does not include other events that might adversely affect
our financial condition or business operations. The provisions of the indenture which require us to repurchase Notes tendered to us by holders of
the Notes upon the occurrence of a fundamental change would not necessarily protect holders of the Notes if highly leveraged or other

transactions involving us occur that may affect holders adversely. We could, in the future, enter into transactions, including certain
recapitalizations, that would not constitute a fundamental change with respect to the fundamental change repurchase feature of the Notes but that
would increase the amount of our (or our subsidiaries ) outstanding indebtedness.

The Notes are subordinated to our senior indebtedness, and our ability to make payments on the Notes, including on conversion, may be
limited by our credit facility and other Senior Indebtedness.

The Notes are our general unsecured obligations and are subordinated in right of payment to any of our obligations under our Senior
Indebtedness (as defined under Description of the Notes Subordination ) including our existing credit facility (described in Description of Certain
Indebtedness ). If we make a payment or distribution of our assets to our creditors or if there is a total or partial liquidation or we are dissolved or
we file for bankruptcy, receivership, or similar proceeding, the holders of the Senior Indebtedness will be paid in full before the holders of Notes
would receive any payment with respect to the Notes. Until the Senior Indebtedness is paid in full, there would be no distribution to the holders
of the Notes. In addition, we may not make any payments on the Notes, including payments of cash on conversion of the Notes and payments on
exercise of any repurchase rights granted to the holders, in the event of payment defaults or other specified defaults on certain Senior
Indebtedness. Under the indenture, we will deliver cash upon conversion of the Notes equal to at least the lesser of the principal amount of the
Notes or the conversion value. As a result of the subordination provisions of the indenture, there could be situations when we will be prohibited
from making payments on the Notes upon conversion, which would be a default under the indenture. That default could cause a default under

our Senior Indebtedness. In such event, the subordination provisions of the indenture would make it likely that you would not be paid.
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The Notes are effectively subordinated to existing and future indebtedness and other liabilities of our subsidiaries.

Because we operate primarily through our direct and indirectly owned subsidiaries, we derive all our revenues from and hold substantially all of
our assets through, these subsidiaries. As a result, we rely on distributions and advances from our subsidiaries in order to meet our payment
obligations under the Notes and our other obligations. The Notes are only our obligation and are not guaranteed by our subsidiaries.
Substantially all of our subsidiaries serve as guarantors with respect to our existing credit facility. Creditors of each of our subsidiaries, including
trade creditors, generally will have priority with respect to the assets and earnings of the subsidiary over the claims of our creditors, including
holders of the Notes. The Notes, therefore, will be effectively subordinated to the claims of creditors, including trade creditors, of our
subsidiaries. In addition, our rights and the rights of our creditors, including the holders of the Notes, to participate in the assets of a subsidiary
during its liquidation or reorganization will be effectively subordinated to all existing and future liabilities of that subsidiary.

We may depend on the cash flows of our subsidiaries in order to satisfy our obligations under the Notes.

If our subsidiaries are unable to pay us dividends or otherwise make payments to us, we will not be able to make debt service payments on the
Notes. We are a holding company and conduct most of our operations through our subsidiaries. Our operating cash flows and consequently our
ability to service our debt, including the Notes, is therefore principally dependent upon our subsidiaries earnings and their distributions of those
earnings to us and may also be dependent upon loans, advances or other payments of funds to us by those subsidiaries. Our subsidiaries are
separate legal entities and have no obligation, contingent or otherwise, to pay any amount due pursuant to the Notes or to make any funds
available for that purpose. Our subsidiaries ability to make payments may be subject to the availability of sufficient surplus funds, the terms of
such subsidiaries indebtedness, the terms of our credit facility, applicable laws and other factors.

The additional shares of common stock payable on any Notes converted in connection with specified corporate transactions may not
adequately compensate holders for any loss they may experience as a result of such specified corporate transactions.

If certain specified corporate transactions occur on or before October 6, 2011, we will under certain circumstances increase the conversion rate
on Notes converted in connection with the specified corporate transaction by a number of additional shares of common stock. The number of
additional shares of common stock will be determined based on the date on which the specified corporate transaction becomes effective and the
price paid per share of our common stock in the specified corporate transaction as described under Description of the Notes Conversion
Procedures Make-Whole Amount and Adjustments for Conversion After a Public Acquirer Change of Control. The additional shares of common
stock issuable on conversion of the Notes in connection with a specified corporate transaction may not adequately compensate holders for any
loss they may experience as a result of such specified corporate transaction. If the specified corporate transaction occurs after October 6, 2011 or
if the price paid per share of our common stock in the specified corporate transaction is less than the common stock price at the date of issuance
of the Notes or above a specified price, there will be no increase in the conversion rate. In addition, in certain circumstances on a fundamental
change arising from our acquisition by a public company, we may elect to adjust the conversion rate as described under Description of the
Notes Conversion Procedures Make-Whole Amount and Adjustments for Conversion After a Public Acquirer Change of Control and, if we so
elect, holders of Notes will not be entitled to the increase in the conversion rate determined as described above.
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The conversion rate of the Notes may not be adjusted for all dilutive events.

The conversion rate of the Notes is subject to adjustment for certain events, including but not limited to the issuance of stock dividends on our
common stock, the issuance of rights or warrants, subdivisions, combinations, distributions of capital stock, indebtedness or assets, certain cash
dividends and certain tender or exchange offers as described under Description of the Notes Conversion Rights. The conversion rate will not be
adjusted for other events, that may adversely affect the trading price of the Notes or the common stock. There can be no assurance that an event
that adversely affects the value of the Notes, but does not result in an adjustment to the conversion rate, will not occur.

You should consider the U.S. federal income tax consequences of owning the Notes.

Under the indenture governing the Notes, we and each holder of a Note have agreed to treat the Notes for U.S. federal income tax purposes as
indebtedness that is subject to the Treasury regulations governing contingent payment debt instruments.

Consequently, even if we do not pay any contingent interest on the Note, generally you will be required to accrue interest income at a constant
rate of 8.375% per year (subject to certain adjustments), compounded semi-annually, which represents the estimated yield on our comparable
non-contingent, non-convertible, fixed-rate debt instruments with terms and conditions otherwise similar to the Notes. The amount of interest
that you will be required to include in income for each year generally will be in excess of the stated interest payments on the Notes (including
any contingent interest payments) for that year.

You will recognize gain or loss on the sale, exchange, conversion, redemption or repurchase of a Note in an amount equal to the difference
between the amount realized, including the fair market value of any of our common stock received, and your adjusted tax basis in the Note. Any
gain recognized by you on the sale, exchange, conversion, redemption or repurchase of a Note will be treated as ordinary interest income; any
loss will be ordinary loss to the extent of interest previously included in income and thereafter will be treated as capital loss.

You may in certain situations be deemed to have received a distribution subject to U.S. federal income tax as a dividend in the event of a taxable
dividend distribution to holders of common stock or in certain other situations requiring a conversion rate adjustment. For Non-U.S. Holders (as
defined below under Certain U.S. Federal Income Tax Consequences Tax Consequences to Non-U.S. Holders ), this deemed distribution may be
subject to U.S. federal withholding tax requirements.
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There is no established trading market for the Notes.

There is currently no active public trading market for the Notes. Although the Notes are designated for trading by qualified institutional buyers
in the PORTAL market, we do not intend to apply for listing of the Notes on any securities exchange or to arrange for quotation on any
automated dealer quotation system. As a result, an active trading market for the Notes may not develop. If an active trading market does not
develop or is not maintained, the market price and liquidity of the Notes may be adversely affected. In that case, you may not be able to sell your
Notes at a particular time or you may not be able to sell your Notes at a favorable price. Future trading prices of the Notes will depend on many
factors, including:

. our operating performance and financial condition;
. the interest of securities dealers in making a market; and
. the market for similar securities.

Historically, the markets for non-investment grade debt securities have been subject to disruptions that have caused volatility in prices. It is
possible that the markets for the Notes will be subject to disruptions. Any such disruptions may have a negative effect on a holder of the Notes,
regardless of our prospects and financial performance.

Any adverse rating of the Notes may cause their trading price to fall.

Although we do not expect that the Notes will be rated by any rating services, if Moody s Investors Service, Standard & Poor s or another rating
service rates the Notes and if any of such rating services lowers its rating on the Notes or otherwise announces its intention to put the Notes on
credit watch, the trading price of the Notes could decline.

The trading prices for the Notes will be directly affected by the trading prices for our common stock, which are impossible to predict.

The price of our common stock could be affected by possible sales of our common stock by investors who view the Notes as a more attractive
means of equity participation in us and by hedging or arbitrage trading activity that may develop involving our common stock. The hedging or
arbitrage could, in turn, affect the trading prices of the Notes.

The conditional conversion feature of the Notes could result in you not receiving the value of the common stock into which the Notes are
convertible.

The Notes are convertible into cash and shares of common stock, if any, only if specific conditions are met. If the specific conditions for
conversion are not met, you may not be able to receive the value of the common stock into which your Notes would otherwise be convertible.

On conversion of the Notes, you may receive less proceeds than expected because the value of our common stock may decline after you
exercise your conversion right.

The conversion value that you will receive on conversion of your Notes in cash is determined by the average of the last reported sale prices of
our common stock for the twenty trading days beginning on the second trading day after the day the Notes are tendered for conversion, or in the
case of conversions within twenty days prior to the redemption or maturity, beginning on the second trading day after the date of redemption or
maturity. Accordingly, if the price of our common stock decreases after you tender your
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Notes for conversion, the conversion value you will receive may be adversely affected, and if the price at the end of such period is below the
average, the value of the cash and shares delivered may be less than the conversion value.

Future sales of our common stock in the public market could lower the market price for our common stock and adversely impact the trading
price of the Notes.

The issuance and sales of substantial amounts of common stock, or the perception that issuances and sales may occur, could adversely affect the
trading price of the Notes and the market price of our common stock. In the future, we may sell additional shares of our common stock to raise
capital. In addition, shares of our common stock are reserved for issuance on the exercise of stock options and on conversion of the Notes. We
cannot predict the size of future issuances or the effect, if any, that they may have on the market price for our common stock.

Volatility in the market price of our common stock could result in a lower trading price than your conversion or purchase price and could
adversely impact the trading price of the Notes.

The stock market in recent years has experienced significant price and volume fluctuations that have often been unrelated to the operating
performance of companies. The market price of our common stock may be affected adversely by factors such as actual or anticipated changes in
our operating results, acquisition activity, the impact of international markets, changes in financial estimates by securities analysts, general
market conditions, rumors and other factors. The decrease in the market price of our common stock would likely adversely impact the trading
price of the Notes.

If you hold Notes, you will not be entitled to any rights with respect to our common stock, but you will be subject to all changes made with
respect to our common stock.

If you hold Notes, you will not be entitled to any rights with respect to our common stock (including, without limitation, voting rights and rights
to receive any dividends or other distributions on our common stock), but you will be subject to all changes affecting the common stock. You
will have rights with respect to our common stock only if and when we deliver shares of common stock to you upon conversion of your Notes
and, in limited cases, under the conversion rate adjustments applicable to the Notes. For example in the event that an amendment is proposed to
our Certificate of Incorporation or Bylaws requiring stockholder approval and the record date for determining the stockholders of record entitled
to vote on the amendment occurs prior to delivery of common stock to you, you will not be entitled to vote on the amendment, although you will
nevertheless be subject to any changes in the powers, preferences or special rights of our common stock.
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USE OF PROCEEDS

The securities to be offered and sold using this prospectus will be offered and sold by the selling securityholders. We will not receive any
proceeds from the sale by the selling securityholders of the Notes or shares of common stock issued upon the conversion of the Notes offered by
the prospectus.
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PRICE RANGE OF COMMON STOCK

Our common stock is traded on the New York Stock Exchange under the symbol TGI . The following table sets forth for the quarters indicated
the high and low composite per share sales prices as reported by the New York Stock Exchange.

High Low

Fiscal 2005

First Quarter $ 3527 $ 29.40
Second Quarter 36.65 29.02
Third Quarter 41.40 29.30
Fourth Quarter 40.70 34.61
Fiscal 2006

First Quarter $ 40.65 $ 29.97
Second Quarter 43.56 32.09
Third Quarter 40.30 33.11
Fourth Quarter 44.90 36.87
Fiscal 2007

First Quarter $ 5490 § 4383
Second Quarter $ 50.85 $ 40.60
Third Quarter (through December 11, 2006) $ 55.03 $ 40098

On December 11, 2006, the last reported sale price of our common stock as reported on the New York Stock Exchange was $53.62 per share.
DIVIDEND POLICY

On September 11, 2006, we paid a cash dividend of $0.04 per share and our board of directors anticipates that we will pay total annual dividends
of $0.16 per share in fiscal 2007. However, our declaration and payment of cash dividends in the future and the amount thereof will depend upon
our results of operations, financial condition, cash requirements, future prospects, limitations imposed by credit agreements or debt securities
and other factors deemed relevant by our board of directors. No assurance can be given that cash dividends will continue to be declared and paid
at historical levels or at all. Certain of our debt arrangements, including our credit facility, restrict our paying dividends and making distributions
on our capital stock, except for the payment of stock dividends and redemptions of an employee s shares of capital stock upon termination of
employment.
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CAPITALIZATION

This table presents our cash and capitalization as of September 30, 2006 on an actual basis and on an as adjusted basis to give effect to our use of
the proceeds from our sale of the Notes for prepayment of all of our outstanding Senior Notes. See Description of Certain Indebtedness below.

You should read the following table with our financial statements and the related notes and the section entitled Management s Discussion and
Analysis of Financial Condition and Results of Operations incorporated by reference into this prospectus from our SEC filings incorporated by
reference in this prospectus. See  Where You Can Find Additional Information.

As of September 30, 2006
(unaudited, in thousands)

Actual As Adjusted(1)
Cash $ 106,567 $ 7,335
Long-term debt (including current maturities):
Senior Notes $ 124,424 $
Revolving credit facility 32,053
Other debt 11,123 11,123
Notes 201,250 201,250
Total debt 336,797 244,426
Stockholders equity:
Common stock, $.001 par value, 50,000,000 shares authorized, 16,241,569 shares issued and
outstanding, actual and as adjusted(2) $ 16 $ 16
Capital in excess of par value 266,961 266,961
Accumulated other comprehensive income 320 320
Retained earnings(3) 325,575 322,245
Total stockholder s equity 592,872 589,542
Total capitalization $ 929,669 $ 833,968
(1) The As Adjusted column reflects (i) the prepayment of all our outstanding Senior Notes of approximately

$124.4 million, (ii) the payment of approximately $4.4 million of make-whole premium on the Senior Notes, (iii) the
payment of accrued interest of approximately $2.5 million on the Senior Notes and (iv) the borrowings under the
credit facitlity to partially fund the prepayment of our outstanding Senior Notes.

) Excludes:

e 741,611 shares of common stock issuable upon the exercise of outstanding stock options under our stock option
plans as of September 30, 2006 at a weighted average exercise price of $36.08 per share;

e 1,521,132 shares of common stock reserved and available for future issuance under stock option plans as of
September 30, 2006; and

e the shares of common stock issuable upon conversion of the Notes sold in this offering.

(3) The As Adjusted column reflects (i) the charge for approximately $2.8 million of make-whole premium on
the Senior Notes, net of tax benefit of approximately $1.5 million and (ii) the loss on the write-off of unamortized
deferred financing costs of approximately $0.5 million on the Senior Notes, net of tax benefit of approximately

$0.3 million.
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DESCRIPTION OF THE NOTES

We have summarized provisions of the Notes below. It is important for you to consider the information contained in this prospectus before
making your decision to invest in the Notes.

The Notes were issued under an indenture, dated as of September 18, 2006, between us and The Bank of New York Trust Company, N.A., as
trustee.

The following description is a summary of the material provisions of the Notes and the indenture and does not purport to be complete. This
summary is subject to and is qualified by reference to all the provisions of the Notes and the indenture, including the definitions of certain terms
used in the indenture. Wherever particular provisions or defined terms of the indenture or the Notes are referred to, these provisions or defined
terms are incorporated in this prospectus by reference. We urge you to read the indenture because it, and not this description, defines each
holder s rights as a holder of the Notes.

As used in this Description of the Notes section, references to Triumph, the Company, we, wus and our refer only to Triumph Group, Inc.,
not include its subsidiaries.

General

The Notes will mature on October 1, 2026 unless earlier converted, redeemed or repurchased. Each holder has the option, subject to certain
qualifications and the satisfaction of certain conditions and during the periods described below, to convert its Notes into cash and shares, if any,
of our common stock at an initial conversion rate of 18.3655 shares of common stock per $1,000 principal amount of Notes. This is equivalent to
an initial conversion price of approximately $54.45 per share of common stock. The conversion rate is subject to adjustment if certain events
occur. On a surrender of a holder s Notes for conversion, we will deliver cash equal to the lesser of the aggregate principal amount of the Notes
to be converted and our total conversion obligation. We will deliver cash or shares of our common stock or a combination thereof in respect of
the remainder, if any, of our conversion obligation, as described below under =~ Conversion Procedures Payment on Conversion. If we deliver
shares of common stock on conversion of a Note, a holder will not receive fractional shares but a cash payment to account for any such

fractional shares as described below. A holder will not receive any cash payment for interest (or contingent interest or additional amounts, if

any) accrued and unpaid to the conversion date except as described under  Interest under the limited circumstances described below.

If any interest payment date, maturity date, redemption date, repurchase date or settlement date (including on the occurrence of a fundamental
change, as described below) falls on a day that is not a business day, then the required payment will be made on the next succeeding business

day with the same force and effect as if made on the date that the payment was due, and no additional interest will accrue on that payment for the
period from and after the interest payment date, maturity date, redemption date, repurchase date or settlement date (including on the occurrence
of a fundamental change, as described below), as the case may be, to that next succeeding business day. As used in this prospectus, business day
means any day, other than a Saturday or Sunday, that is neither a legal holiday nor a day on which commercial banks are authorized or required
by law, regulation or executive order to close in The City of New York.

No sinking fund is provided for the Notes and the Notes are not subject to defeasance. The Notes will be issued only in denominations of $1,000
principal amount and integral multiples thereof. References to aNote or each Note in this prospectus refer to $1,000 principal amount of the
Notes. The
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Notes are limited to $201.25 million aggregate principal amount.
Any reference to common stock means our common stock, par value $.001 per share.

Under the indenture governing the Notes, we and every holder have agreed (in the absence of an administrative pronouncement or judicial ruling
to the contrary), for U.S. federal income tax purposes, to treat the Notes as indebtedness that is subject to the special Treasury regulations
governing contingent payment debt instruments, or the contingent debt regulations, and to be bound by our application of the contingent debt
regulations to the Notes, including our determination of the rate at which interest will be deemed to accrue on the Notes, the related projected
payment schedule determined by us, and our treatment of the fair market value of any of our common stock (and any cash) received upon
conversion of a Note as a contingent payment. See Certain U.S. Federal Income Tax Consequences.

Subordination

The Notes are our direct, unsecured, senior subordinated obligations. The payment of the principal of, interest on, and any cash due on
conversion of, the Notes is subordinated in right of payment to the prior payment in full of our existing and future Senior Indebtedness on the
terms set forth below. The Notes effectively rank junior to all of our existing and future secured Indebtedness to the extent of the collateral
securing that Indebtedness. The Notes will be senior in right of payment to all of our future obligations, if any, that are designated as
subordinated to the Notes.

The Notes are only our obligation and are not guaranteed by our subsidiaries. Creditors of each of our subsidiaries, including trade creditors,
generally will have priority with respect to the assets and earnings of the subsidiary over the claims of our creditors, including holders of the
Notes. The Notes, therefore, are effectively subordinated to the claims of creditors, including trade creditors, of our subsidiaries.

In addition, our rights and the rights of our creditors, including the holders of the Notes, to participate in the assets of a subsidiary during its
liquidation or reorganization will be effectively subordinated to all existing and future liabilities of that subsidiary.

Upon any payment or distribution of our assets to our creditors upon any dissolution, winding up, liquidation or reorganization, the holders of
the Senior Indebtedness will be paid in full before the holders of the Notes would receive any payment with respect to the Notes. Until the
Senior Indebtedness is paid in full, there would be no distribution to the holders of the Notes (except that the holders may receive shares of stock
and any debt securities that are subordinated to Senior Indebtedness to at least the same extent as the Notes).

We may not make any payments on account of principal of, redemption of, interest on or any other amounts due with respect to the Notes,
including, without limitation, any payments of cash on conversion or on the holders exercise of their fundamental change repurchase right, and
no redemption, repurchase or other acquisition of the Notes may be made (except in our common stock or other securities into which the Notes
are then convertible and certain subordinated debt obligations) if:

(a) any principal, premium, if any, or interest with respect to Designated Senior Indebtedness is not paid within any applicable grace
period (including at maturity), or

(b) any other default on Designated Senior Indebtedness occurs and the maturity of such Designated Senior Indebtedness is accelerated in
accordance with its terms,
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unless, in either case,
e the default has been cured or waived and such acceleration has been rescinded,
e such Senior Indebtedness has been paid in full in cash, or

e we and the trustee receive written notice approving such payment from the representatives of each issue of
Designated Senior Indebtedness.

During any default (other than a default described in clause (a) or (b) above) on any Designated Senior Indebtedness under which the maturity of
the Designated Senior Indebtedness may be accelerated without further notice (except any notice required to effect the acceleration) or the
expiration of any applicable grace periods, we may not make payments on the Notes for a period (the payment blockage period ) starting on our
receipt and the trustee s receipt of written notice from a representative of the holders of such Designated Senior Indebtedness of the election to
effect a payment blockage period and ending 179 days thereafter. The payment blockage period may be terminated before its expiration by
written notice to the trustee and to us from the person who gave the blockage notice, by repayment in full in cash of the Designated Senior
Indebtedness with respect to which the blockage notice was given, or because the default giving rise to the payment blockage period is no longer
continuing or has been waived. Unless the holders of the Designated Senior Indebtedness have accelerated the maturity of the Designated Senior
Indebtedness, we may resume payments on the Notes after the expiration of the payment blockage period. Not more than one blockage notice
may be given in any period of 360 consecutive days. In no event, however, may the total number of days during which any payment blockage
period or periods is in effect exceed 179 days in the aggregate during any period of 360 consecutive days. No default that existed or was
continuing on the date of delivery of any payment blockage notice to the trustee will be, or can be made, the basis for the commencement of a
subsequent payment blockage period whether or not within a period of 360 consecutive days. After all Senior Indebtedness is paid in full and
until the Notes are paid in full, holders of the Notes shall be subrogated to the rights of holders of Senior Indebtedness to receive distributions
applicable to Senior Indebtedness.

If the trustee or any holder of the Notes receives any payment or distribution of our assets in contravention of the subordination provisions of the
Notes or the indenture before all Senior Indebtedness is paid in full in cash or other payment satisfactory to holders of Senior Indebtedness, then
such payment or distribution will be held in trust for the benefit of holders of Senior Indebtedness or their representatives to the extent necessary
to make payment in full in cash or payment satisfactory to the holders of Senior Indebtedness of all unpaid Senior Indebtedness.

As a result of the subordination provisions, in the event of our bankruptcy or insolvency, our creditors who are holders of Senior Indebtedness,
as well as certain of our general creditors, may recover ratably more than the holders of the Notes.

The indenture does not limit the amount of additional Indebtedness, including Senior Indebtedness or secured debt, which we can create, incur,
assume or guarantee, nor does the indenture limit the amount of Indebtedness and other liabilities that any subsidiary can create, incur, assume
or guarantee.

Capitalized Lease Obligation means an obligation that is required to be classified and accounted for as a capitalized lease for financial reporting
purposes in accordance with GAAP; and the amount of Indebtedness represented by such obligation shall be the capitalized amount of such
obligation determined in accordance with GAAP; and the stated maturity thereof shall be the date of the last payment of rent or any other
amount due under such lease before the first date on which such lease may be terminated by the lessee without payment of a penalty.

Credit Agreement means the Amended and Restated Credit Agreement dated as of July 27, 2005, as amended on the date of issuance of the
Notes, among Triumph, as Borrower, the guarantors party
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thereto, and the lenders party thereto, as supplemented, amended, modified, refinanced, increased or replaced at any time or from time to time.

Designated Senior Indebtedness means (i) all Obligations under the Credit Agreement (as such term is defined in the Credit Agreement) and
(ii) any other Senior Indebtedness the principal amount of which (or, in the case of a revolving credit, the commitments thereunder) is $15.0
million or more and that at the time of determination has been designated by us as Designated Senior Indebtedness.

Indebtedness means, with respect to any person on any date of determination (without duplication):
e the indebtedness of such person for borrowed money;
» the obligations of such person evidenced by bonds, debentures, notes or other similar instruments;
e all Capitalized Lease Obligations of such person;

e all obligations of such person to pay the deferred and unpaid purchase price of property or services (except trade
payables);

» all obligations of such person in respect of letters of credit, banker s acceptances or other similar instruments or
credit transactions (including reimbursement obligations with respect thereto), other than obligations with respect to
letters of credit securing obligations (other than obligations described in the first four bullets above) entered into in the
ordinary course of business of such person to the extent such letters of credit are not drawn on or, if and to the extent
drawn on, such drawing is reimbursed no later than the third business day following receipt by such person of a
demand for reimbursement following payment on the letter of credit;

e all Indebtedness of other persons secured by a lien on any asset of such person, whether or not such Indebtedness
is assumed by such person; provided, however, that the amount of such Indebtedness shall be the lesser of (A) the fair
market value of such asset at such date of determination or (B) the amount of such Indebtedness of such other person;
and

e all indebtedness of other persons to the extent guaranteed by such person.

The amount of Indebtedness of any person at any date shall be the outstanding balance at such date of all unconditional obligations as described
above and the maximum liability, on the occurrence of the contingency giving rise to the obligation, of any contingent obligations at such date.

Senior Indebtedness means the principal of, premium, if any, interest, including any interest accruing after the commencement of any
bankruptcy or similar proceeding, whether or not a claim for post-petition interest is allowed as a claim in the proceeding, and rent payable on or
in connection with, and all fees, costs, expenses and other amounts accrued or due on or in connection with, our Indebtedness, whether secured
or unsecured, absolute or contingent, due or to become due, outstanding on the date of the indenture or thereafter created, incurred, assumed,
guaranteed or in effect guaranteed by us, including all deferrals, renewals, extensions or refundings of, or amendments, modifications or
supplements to, the foregoing. Senior Indebtedness does not include:

e indebtedness that expressly provides that such indebtedness will not be senior in right of payment to the Notes or
expressly provides that such indebtedness is on parity with or junior in right of payment to the Notes;

e any indebtedness to any of our subsidiaries;
e any liability for federal, state, local or other taxes owed or owing by us; and

e indebtedness for trade payables or the deferred purchase price of assets or services incurred in the ordinary course
of business.
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Interest

The Notes bear interest at a rate of 2.625% per year. We will also pay contingent interest on the Notes in the circumstances described under
Contingent Interest. Interest, including contingent interest and additional amounts, if any, is payable semi-annually in arrears on April 1 and
October 1 of each year, commencing April 1, 2007. Interest on a Note, including contingent interest and additional amounts, if any, will be paid
to the person in whose name the Note is registered at the close of business on the March 15 or September 15, as the case may be (each, a record
date ), immediately preceding the relevant interest payment date (whether or not such day is a business day); provided, however, that accrued and
unpaid interest, including contingent interest and additional amounts, if any, payable on redemption or repurchase by us will be paid to the
person to whom principal is payable, unless the redemption date or repurchase date, as the case may be, is after an interest record date and on or
before the corresponding interest payment date. Interest will be calculated on the basis of a 360-day year consisting of twelve 30-day months and
will accrue from September 18, 2006 or from the most recent date to which interest has been paid or duly provided for.

On conversion of a Note, a holder will not receive any cash payment of interest (including contingent interest and additional amounts, if any)
unless, as described below, such conversion occurs between a record date and the interest payment date to which that record date relates. If we
deliver shares of common stock on surrender of a Note for conversion, we will not issue fractional shares of common stock. Instead, we will pay
cash in lieu of fractional shares based on the last reported sale price of the common stock on the trading day immediately before the conversion
date. Our delivery to a holder of the full amount of cash and/or shares of common stock as described below under ~ Payment on Conversion,
together with any cash payment for any fractional share, will be deemed to satisfy our obligation to pay:

e the principal amount of the Note; and

e accrued but unpaid interest (including contingent interest, if any) to but excluding the conversion date.

As aresult, accrued but unpaid interest (including contingent interest, if any) up to but excluding the conversion date will be deemed to be paid
in full rather than cancelled, extinguished or forfeited. For a general discussion of the U.S. federal income tax treatment on receipt of our
common stock on conversion, see Certain U.S. Federal Income Tax Consequences.

Despite the preceding paragraph, if Notes are converted after the close of business on a record date but before the opening of business on the
interest payment date to which that record date relates, holders of such Notes at the close of business on the record date will receive the interest,
including contingent interest and additional amounts, if any, payable on the Notes on the corresponding interest payment date despite the
conversion. Such Notes, on surrender for conversion, must be accompanied by funds equal to the amount of interest (including contingent
interest and additional amounts, if any) payable on the Notes so converted on the next succeeding interest payment date; provided that no such
payment need be made (1) if we have specified a redemption date or a repurchase date relating to a fundamental change that is after a record date
and on or before the next interest payment date, (2) to the extent of any overdue interest (and any contingent interest and additional amounts) if
any such interest exists at the time of conversion with respect to such Note or (3) in connection with any conversion following the regular record
date immediately preceding the final interest payment date.
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Contingent Interest

Beginning with the period commencing on October 6, 2011 and ending on March 31, 2012, and for each six month period thereafter, we will pay
contingent interest on the interest payment date for the applicable interest period if the average trading price (as defined below) of the Notes
during the five consecutive trading days ending three trading days before the applicable interest period (each such trading day during the five
trading-day period called the determination date ) equals or exceeds 120% of the principal amount of the Notes.

On any interest payment date when contingent interest is payable, the contingent interest payable per Note will equal 0.25% per year of the
average trading price of such Note during the applicable five trading-day reference period.

We will notify the holders of the Notes on making the determination that they will be entitled to receive contingent interest with respect to any
six-month interest period.

The trading price of the Notes on any date of determination means the average of the secondary market bid quotations per Note obtained by the
bid solicitation agent for $5.0 million aggregate principal amount of the Notes at approximately 3:30 p.m., New York City time, on the
determination date from three independent nationally recognized securities dealers we select, provided that if:

e three such bids cannot reasonably be obtained by the bid solicitation agent, but two such bids are obtained, then
the average of the two bids shall be used, and

e only one such bid can reasonably be obtained by the bid solicitation agent, that one bid shall be used;

provided further if no bids are received or, in our reasonable judgment, the bid quotations are not indicative of the
secondary market value of the Notes, then

e for purposes of any determination of whether contingent interest is payable or of the amount of any contingent
interest, the trading price of the Notes on any date of determination will equal (1) the applicable conversion rate of the
Notes as of the determination date multiplied by (2) the average last reported sale price (as defined below under

Conversion Rights Conversion on Satisfaction of Sale Price Condition ) of our common stock on the five trading days
ending on the determination date; and

e for purposes of any determination of whether the condition to conversion of Notes described under ~ Conversion
Rights Conversion on Satisfaction of Trading Price Condition is satisfied, the trading price per $1,000 principal
amount of Notes will be deemed to be less than 98% of the product of the closing price of our common stock and the
applicable conversion rate.

The bid solicitation agent will initially be the trustee. We may change the bid solicitation agent, but the bid solicitation agent may not be an
affiliate of ours.

A trading day is any day on which (i) there is no market disruption event (as defined below) and (ii) the New York Stock Exchange or, if our
common stock is not listed on the New York Stock Exchange, the Nasdaq Global Market or, if our common stock is not listed on the New York
Stock Exchange or on the Nasdaq Global Market, the principal national securities exchange on which our common stock is listed, is open for
trading or, if the common stock is not so listed, or admitted for trading, any business day. A trading day only includes those days that have a
scheduled closing time of 4:00 p.m. (New York City time) or the then standard closing time for regular trading on the relevant exchange or
trading system.

A market disruption event means the occurrence or existence for more than one half-hour period in the aggregate on any scheduled trading day
for our common stock of any suspension or limitation imposed on trading (by reason of movements in price exceeding limits permitted by the
New York Stock Exchange

30

28



Edgar Filing: KB HOME - Form 10-K

29



Edgar Filing: KB HOME - Form 10-K

or otherwise) in our common stock or in any options, contracts or future contracts relating to our common stock, and such suspension or
limitation occurs or exists at any time before 1:00 p.m. (New York City time) on such day.

Optional Redemption by Triumph

Before October 6, 2011, the Notes will not be redeemable at our option. On or after October 6, 2011, we may redeem the Notes for cash in
whole or in part at any time for a redemption price equal to 100% of the principal amount of the Notes to be redeemed, plus any accrued and
unpaid interest (including contingent interest and additional amounts, if any) up to but excluding the redemption date.

If the redemption date occurs after a record date and on or before an interest payment date, accrued and unpaid interest (including contingent
interest and additional amounts, if any) shall be paid on such interest payment date to the record holder on the relevant record date.

We will provide not less than 30 nor more than 60 days notice of redemption by mail to each registered holder of Notes to be redeemed. If the
redemption notice is given and funds are deposited as required, then interest will cease to accrue on and after the redemption date on those Notes
or portions of Notes called for redemption.

Once we have called the Notes for redemption, Notes or portions of Notes will be convertible by the holder until the close of business on the
business day before the redemption date unless we fail to pay the redemption price.

If we decide to redeem fewer than all of the outstanding Notes, the trustee will select the Notes to be redeemed (in principal amounts of $1,000
or integral multiples thereof) by lot, on a pro rata basis or by another method the trustee considers fair and appropriate. If the trustee selects a
portion of a holder s Notes for partial redemption and the holder converts a portion of its Notes, the converted portion will be deemed to be from
the portion selected for redemption.

We may not redeem the Notes if we have failed to pay any interest, including contingent interest and additional amounts on the Notes when due
and such failure to pay is continuing.

Conversion Rights
General

Subject to the qualifications and the satisfaction of the conditions and during the periods described below, a holder may convert each of its Notes
before the close of business on the business day immediately preceding the stated maturity into cash and shares, if any, of our common stock
initially at a conversion rate of 18.3655 shares of common stock per $1,000 principal amount of Notes (equivalent to an initial conversion price
of approximately $54.45 per share of common stock based on the issue price per Note). The conversion rate and the equivalent conversion price
in effect at any given time are referred to as the applicable conversion rate and the applicable conversion price, respectively, and will be subject
to adjustment as described below. A holder may convert fewer than all of its Notes so long as the Notes converted are an integral multiple of
$1,000 principal amount. On a surrender of a holder s Notes for conversion, we will deliver cash equal to the lesser of the aggregate principal
amount of the Notes to be converted and our total conversion obligation. We will deliver cash or shares of our common stock or a combination
thereof in respect of the remainder, if any, of our conversion obligation, as described below under ~ Conversion Procedures Payment on
Conversion. If we deliver shares of common stock on surrender of a Note for conversion, we will not issue fractional shares of common stock.
Instead, we will pay cash in lieu of fractional shares based on the last reported sale price of the common stock on the trading day immediately
before the conversion date.
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A holder may convert its Notes in whole or in part only in the following circumstances, which are described in more detail below, and to the
following extent:

e on satisfaction of the sale price condition;

e if the trading price of the Notes falls below a certain level;
e once we have called the Notes for redemption;

e on the occurrence of specified corporate transactions; or

e during the two month period prior to maturity.
We will notify holders by press release once the Notes have become convertible on any of the foregoing circumstances.

If we call a holder s Notes for redemption, the holder may convert the Notes only until the close of business on the business day before the
redemption date unless we fail to pay the redemption price. If a holder has already delivered a repurchase election with respect to a Note as
described under either ~ Repurchase of Notes by Triumph at Option of Holder or  Repurchase of Notes by Triumph at Option of Holder on a
Fundamental Change, it may not surrender that Note for conversion until it has withdrawn the repurchase election in accordance with the
indenture.

If a holder converts Notes, we will pay any documentary, stamp or similar issue or transfer tax due on the issue of shares of our common stock
on the conversion, unless the tax is due because a holder requests the shares to be issued or delivered to another person, in which case that holder
will pay that tax.

Conversion on Satisfaction of Sale Price Condition

A holder may surrender its Notes for conversion during any fiscal quarter after the fiscal quarter ending September 30, 2006 (and only during
such quarter) if the last reported sale price per share of our common stock for at least 20 trading days during the period of 30 consecutive trading
days ending on the last trading day of the previous fiscal quarter is more than 130% of the applicable conversion price per share of our common
stock on such last trading day.

The last reported sale price of our common stock on any date means the closing sale price per share (or, if no closing sale price is reported, the
average of the bid and asked prices or, if more than one in either case, the average of the average bid and the average asked prices) on such date

as reported by the New York Stock Exchange or, if our common stock is not listed on the New York Stock Exchange, the Nasdaq Global Market
or, if our common stock is not listed on the Nasdaq Global Market, in composite transactions for the principal U.S. national or regional securities
exchange on which our common stock is traded. If our common stock is not listed for trading on a U.S. national or regional securities exchange

on the relevant date, the last reported sale price will be the last quoted bid price for our common stock in the over-the-counter market on the
relevant date as reported by the National Quotation Bureau Incorporated or similar organization. If our common stock is not so quoted, the last
reported sale price  will be the average of the mid-point of the last bid and asked prices for our common stock on the relevant date from each of at
least three independent nationally recognized investment banking firms selected by us for this purpose.
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Conversion on Satisfaction of Trading Price Condition

A holder may surrender any of its Notes for conversion into our common stock before the stated maturity during the five business days
immediately following any five consecutive trading-day period in which the trading price per $1,000 principal amount of the Notes (as

determined following a request by a holder of the Notes in accordance with the procedures described above under ~ Contingent Interest ) for each
day of that period was less than 98% of the product of the closing price of our common stock and the conversion rate of the Notes on each such
day.

In connection with any conversion on satisfaction of the above trading price condition, the trustee shall have no obligation to determine the
trading price of the Notes unless we have requested such determination; and we shall have no obligation to make such request unless a holder
provides us with reasonable evidence that the trading price per $1,000 principal amount of Notes would be less than 98% of the product of the
closing price of our common stock and the conversion rate of the Notes. At such time, we shall instruct the trustee to determine the trading price
of the Notes beginning on the next trading day and on each successive trading day until the trading price per $1,000 principal amount of the
Notes is greater than or equal to 98% of the product of the closing price of our common stock and the conversion rate of the Notes.

Conversion on Notice of Redemption

If we call any or all of the Notes for redemption, a holder may convert any of its Notes at any time before the close of business on the business
day immediately before the redemption date.

Conversion on Specified Corporate Transactions
Certain Distributions

If we elect to:

e distribute to all or substantially all holders of our common stock certain rights or warrants entitling them to
purchase, for a period expiring within 60 days after the date of the distribution, shares of our common stock at less
than the last reported sale price of a share of our common stock on the trading day immediately before the
announcement date of the distribution; or

e distribute to all or substantially all holders of our common stock, assets (including cash), debt securities or rights
or warrants to purchase our securities, which distribution has a per share value as determined by our board of directors
exceeding 10% of the last reported sale price of our common stock on the trading day immediately before the
announcement date for such distribution,

we must notify holders of the Notes at least 20 business days before the ex-dividend date for such distribution. Once we have given such notice,
holders may surrender their Notes for conversion at any time until the earlier of the close of business on the business day immediately before the
ex-dividend date or any announcement that such distribution will not take place. No holder may exercise this right to convert if the holder
otherwise could participate in the distribution without conversion. The ex-dividend date is the first date on which a sale of the common stock
does not automatically transfer the right to receive the relevant distribution from the seller of the common stock to its buyer.

Certain Corporate Transactions

If:

e a change of control occurs under clause (1) of the definition thereof set forth under = Repurchase of Notes by
Triumph at Option of Holder on a Fundamental Change below, or
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e a change of control occurs under clause (3) of the definition thereof set forth under = Repurchase of Notes by
Triumph at Option of Holder on a Fundamental Change below under which our common stock would be converted
into cash, securities or other property,

in either case, regardless of whether a holder has the right to put the Notes as described under ~ Repurchase of Notes by Triumph at Option of
Holder on a Fundamental Change, then a holder may surrender Notes for conversion at any time from and after the date which is 15 days before
the anticipated effective date of the transaction until and including the date which is 15 days after the actual effective date of such transaction

(or, if such transaction also results in holders having a right to require us to repurchase their Notes, until the fundamental change repurchase
date). We will notify holders and the trustee at the same time we publicly announce such transaction (but in no event less than 15 days before the
anticipated effective date of such transaction).

If a holder elects to convert its Notes during the period specified above and on or before October 6, 2011 and 10% or more of the consideration
for the common stock in the corporate transaction consists of consideration other than common stock that is traded or scheduled to be traded
immediately following such transaction on the New York Stock Exchange, the Nasdaq Global Market or such other U.S. national securities
exchange, we will increase the conversion rate by the additional shares as described below under ~ Conversion Procedures Conversion Rate
Adjustments Make Whole Amount and Adjustments for Conversion After a Public Acquirer Change of Control or, in lieu thereof, we may in
certain circumstances elect to adjust the conversion rate and related conversion obligation so that the Notes are convertible into shares of the
acquiring or surviving entity.

If a transaction described above occurs, a holder can, subject to certain conditions, require us to repurchase all or a portion of its Notes as
described under  Repurchase of Notes by Triumph at Option of Holder on a Fundamental Change.

Two months prior to Maturity

Holders may surrender the Notes for conversion at any time on or after August 1, 2026 until the close of business on the day immediately
preceding the maturity date.

Conversion Procedures

To convert a Note, a holder must do each of the following:

e complete and manually sign the conversion notice on the back of the Note, or a facsimile of the conversion notice,
and deliver this irrevocable notice to the conversion agent;

e surrender the Note to the conversion agent;
e if required, furnish appropriate endorsements and transfer documents;
e if required, pay all transfer or similar taxes; and

e if required, pay funds equal to interest (including any contingent interest and additional amounts) payable on the
next interest payment date.

If a holder s interest is a beneficial interest in a global Note, to convert a holder must comply with the last three requirements listed above and
comply with the depositary s procedures for converting a beneficial interest in a global Note.

The date a holder complies with these requirements is the conversion date under the indenture. Settlement of our obligation to deliver cash and
shares of common stock (if any) with respect to a conversion will occur in the manner and on the dates described under =~ Payment on Conversion
below.
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The conversion agent will initially be the trustee. The conversion agent will, on a holder s behalf, convert the Notes into cash and shares of

common stock, if any. A holder may obtain copies of the required form of the conversion notice from the conversion agent. Payments of cash

and, if shares of common stock are to be delivered, a stock certificate or certificates will be delivered to the holder, or a book-entry transfer

through DTC will be made, by the conversion agent for the amount of cash and number of shares of common stock as set forth below under
Payment on Conversion.

Payment on Conversion

In connection with any conversion, we will satisfy our obligation to convert the Notes (the conversion obligation ) by delivering to holders in
respect of each $1,000 aggregate principal amount of Notes being converted a settlement amount consisting of:

(1) cash equal to the lesser of $1,000 and the conversion value, and

) if the conversion value exceeds $1,000, (x) a number of shares of common stock (the net shares )
equal to the sum of, for each day of the cash settlement period described below, the greater of (i) zero and (ii) the
quotient of (A) 5% of the difference between (1) the product of the conversion rate (plus any additional shares as
described under  Conversion Rights Conversion Rate Adjustments Make Whole Amount and Adjustments for
Conversion After a Public Acquirer Change of Control ) and the last reported sale price of our common stock for such
date, and (2) $1,000, divided by (B) the last reported sale price of our common stock for such day or (y) if the

Company so elects, cash equal to the difference (such difference, the net share amount ) between the conversion value
and $1,000 or (z) if the Company so elects, a combination of cash and shares of our common stock with a value equal

to the difference between the conversion value and $1,000, such amount to be determined as set out below.

We may elect to pay cash to holders of Notes surrendered for conversion in lieu of all or a portion of the net shares of common stock issuable
upon conversion of such Notes only if payment of such cash would not be prohibited by the terms of our other indebtedness. If we do so elect to
pay cash, we will notify you through the trustee of the dollar amount to be satisfied in cash (either 100% or a fixed dollar amount will be paid
(the specified cash amount )) at any time on or before the date that is two business days following the conversion date.

If we elect to satisfy some but not all of the net share amount for any conversion in cash as set out in clause (z) above, (a) we will pay to
converting holders cash in an amount equal to the lesser of (x) the net share amount for such conversion and (y) the specified cash amount, and
(b) we will deliver to converting holders a number of shares of our common stock equal to the greater of (i) zero and (ii) the number of shares to
which such holder would be entitled under 2(x), but replacing $1,000 in 2(x)(A)(2) with $1,000 plus the specified cash amount.

We will not issue fractional shares of common stock on conversion of the Notes. Instead, we will pay the cash value of such fractional shares
based on the last reported sale price of our common stock on the trading day immediately before the conversion date. On conversion of a Note, a
holder will not receive any cash payment of interest (including contingent interest, if any) unless such conversion date occurs between a record
date and the interest payment date to which that record date relates. We will deliver the settlement amount on the third business day following
the date the settlement amount is determined.

The conversion value means the product of (1) the conversion rate in effect (plus any additional shares as described under ~ Conversion

Rights Make Whole Amount and Adjustments for Conversion After a Public Acquirer Change of Control ), and (2) the average of the last

reported sale prices (as defined above under ~ Conversion Rights Conversion on Satisfaction of Sale Price Condition ) of our common stock for the
trading days during the cash settlement period.
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The cash settlement period with respect to any Notes means the 20 consecutive trading days beginning on the second trading day after the
conversion date for those Notes, except in circumstances where conversion occurs within 20 days leading up to the maturity date or a specified
redemption date, in which case the cash settlement period will be the 20 consecutive trading days beginning on the second trading day following
the maturity date or the redemption date, as the case may be. In addition, if we choose to settle all or any portion of the net shares in cash in
connection with conversion within 20 days leading up to the maturity date or a specified redemption date, we will send, on or prior to the
maturity date or the specified redemption date, as the case may be, a single notice to the trustee of the net shares to be satisfied in cash.

If a holder tenders Notes for conversion and the conversion value is being determined at a time when the Notes are convertible into other
property in addition to or in lieu of our common stock, the conversion value of each Note will be determined based on the kind and amount of
shares of stock, securities or other property or assets (including cash or any combination thereof) that a holder of a number of shares of our
common stock equal to the conversion rate would have owned or been entitled to receive in such transaction and the value thereof during the
cash settlement period. Settlement of Notes tendered for conversion after the effective date of any transaction giving rise to such change in
conversion consideration will be as set forth above.

Upon the occurrence of a conversion triggering event, our option to elect to pay cash, or a combination of cash and shares of our common stock,
for the net share amount, if any, of any Notes tendered for conversion could be prohibited under our future financing agreements or other
agreements governing certain of our indebtedness.

Conversion Rate Adjustments

The applicable conversion rate will be subject to adjustment, without duplication, on the occurrence of any of the following events:

() the payment to all or substantially all holders of common stock of dividends or other distributions
payable in shares of our common stock.

) subdivisions, splits and combinations of our common stock in which event the conversion rate shall
be proportionately increased or decreased.

3) the issuance to all or substantially all holders of our common stock of rights, warrants or options
(other than under any dividend reinvestment or share purchase plans) entitling them, for a period of up to 60 days
from the date of issuance of the rights, warrants or options, to subscribe for or purchase common stock at less than the
current market price thereof; provided that the applicable conversion rate will be readjusted to the extent that such
rights, warrants or options are not exercised before their expiration.

4) distributions to all or substantially all holders of our common stock, of shares of capital stock,
evidences of indebtedness or other assets, including securities (but excluding rights or warrants listed in (3) above,
dividends or distributions listed in (1) above and distributions consisting exclusively of cash), in which event the
conversion rate will be increased by multiplying it by a fraction,

e the numerator of which will be the current market price of our common stock on the record date fixed for the
distribution; and

e the denominator of which will be the current market price of our common stock on the record date fixed for the
distribution minus the fair market value, as determined by our board of
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directors, of the portion of those assets, debt securities, shares of capital stock or rights or warrants so distributed applicable to one share of
common stock.

If we distribute to holders of our common stock capital stock of, or similar equity interests in, a subsidiary or other business unit of ours, then the
conversion rate will be adjusted based on the market value of the securities so distributed relative to the market value of our common stock, in
each case based on the average of the last reported sale price of those securities (where such last reported sale prices are available) for the 10
trading days commencing on and including the fifth trading day after the ex-dividend date for such distribution on the New York Stock
Exchange, or the Nasdaq Global Market or such other national or regional exchange or market on which the securities are then listed.

3) dividends or distributions of cash to all or substantially all holders of our common stock (excluding
any dividend or distribution in connection with our liquidation, dissolution or winding-up or any regular quarterly
cash dividend on our common stock to the extent that the aggregate amount of such cash dividend per share of our
common stock does not exceed $0.04 ($0.04 being the dividend threshold amount )); if there is a dividend or
distribution to which this clause (5) applies, the conversion rate will be adjusted by multiplying the conversion rate by
a fraction,

e the numerator of which will be the current market price of our common stock on the record date fixed for the
distribution minus the dividend threshold amount; and

e the denominator of which will be (i) the current market price of our common stock on the record date fixed for the
distribution minus (ii) the amount per share of such dividend or distribution; provided that if an adjustment is required
to be made under this clause (5) as a result of a distribution or dividend that is not a regular quarterly cash dividend,
the dividend threshold amount will be deemed to be zero.

The dividend threshold amount is subject to adjustment in a manner inversely proportional to adjustments to the conversion rate, provided no
adjustment will be made to the dividend threshold amount for any adjustment made to the conversion rate under this clause (5).

(6) we or one of our subsidiaries make a payment in respect of a tender offer or exchange offer for our
common stock to the extent that the cash and value of any other consideration included in the payment per share of
our common stock exceeds the last reported sale price of our common stock on the trading day following the last date
on which tenders or exchanges may be made under such tender or exchange offer, in which event the conversion rate
will be increased by multiplying it by a fraction,

e the numerator of which will be the sum of (i) the fair market value, as determined by our board of directors, of the
aggregate consideration payable for all shares of our common stock that we purchase in such tender or exchange offer
and (ii) the product of the number of shares of our common stock outstanding less any such purchased shares and the
closing price of our common stock on the trading day next succeeding the expiration of the tender or exchange offer;
and

e the denominator of which will be the product of the number of shares of our common stock outstanding, including
any such purchased shares, and the closing price of our common stock on the trading day next succeeding the
expiration of the tender or exchange offer.

In addition to these adjustments, we may in our sole discretion increase the conversion rate as our board of directors deems advisable to avoid or
diminish any income tax to holders of our common stock resulting from any dividend or distribution of capital stock (or rights to acquire capital
stock) or from any event treated as such for income tax purposes. We may also, from time to time, to the extent permitted by applicable law and
the New York Stock Exchange listing requirements, increase the conversion rate by any
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amount for any period of at least 20 days if our board of directors has determined that such increase would be in our best interests. If our board

of directors makes that determination, it will be conclusive. We will give holders of Notes at least 15 days prior notice of such an increase in the

conversion rate. For a general discussion of the U.S. federal income tax treatment of an adjustment to the conversion rate of the Notes, see
Certain U.S. Federal Income Tax Consequences Tax Consequences to U.S. Holders Constructive Dividends.

Current market price of our common stock on any day means the average of the last reported sale price of our common stock (as defined above
under  Conversion Rights Conversion on Satisfaction of Sale Price Condition ) for each of the 10 consecutive trading days ending on the earlier of
the day in question and the day before the ex-dividend date with respect to the issuance or distribution requiring such computation, subject to
adjustment by our board of directors if the related transaction occurs during such 10-day period.

To the extent that we have a rights plan in effect on the date of any conversion of the Notes into common stock, a holder will receive, in addition
to the common stock, the rights under the rights plan, unless, before any conversion, the rights have separated from the common stock, in which
case the conversion rate will be adjusted at the time of separation as described in clause (4) above. A further adjustment will occur, as described
in clause (4) above, if such rights become exercisable to purchase different securities, evidences of Indebtedness or assets, subject to
readjustment in the event of the expiration, termination or redemption of such rights.

In the event of:
e any reclassification of our common stock;
e aconsolidation, merger, binding share exchange or combination involving us; or

e asale or conveyance to another person or entity of all or substantially all of our property or assets;

in each case, in which holders of common stock would be entitled to receive stock, other securities, other property, assets or cash for their
common stock, the conversion value will be determined based upon the kind and amount of cash, securities or other property that a holder of a
number of shares of our common stock equal to the conversion rate immediately before any of these events would have received, which we refer
to as the exchange property. For purposes of the foregoing, in the event holders of our common stock have the opportunity to elect the form of
consideration to be received in any such transaction, we will make adequate provision whereby the holders of the Notes shall have a reasonable
opportunity to determine the form of consideration into which all of the Notes, treated as a single class, shall be convertible from and after the
effective date of such transaction (subject to our ability to settle the conversion obligation in cash, as set forth under ~ Payment on Conversion ).
Any such determination shall be subject to any limitations to which all of the holders of the common stock are subject, such as pro rata

reductions applicable to any portion of the consideration to be paid. We will agree in the indenture not to become a party to any such transaction
unless its terms are consistent with the foregoing. However, if the transaction described above also constitutes a public acquirer change of

control (as defined below), then we may in certain circumstances elect to change the conversion right in the manner described

under Make-Whole Amount and Adjustments for Conversion After a Public Acquirer Change of Control in lieu of changing the conversion right
in the manner described in this paragraph.

Except as set forth in this ~ Conversion Rate Adjustments, the applicable conversion rate will not be adjusted:

e on the issuance of any shares of our common stock under any present or future plan providing for the
reinvestment of dividends or interest payable on our securities and the investment of additional optional amounts in
shares of our common stock under any plan;
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e on the issuance of any shares of our common stock or options or rights to purchase those shares under any present
or future employee, director or consultant benefit plan or program of or assumed by us or any of our subsidiaries;

e on the issuance of any shares of our common stock under any option, warrant, right or exercisable, exchangeable
or convertible security not described in the preceding bullet and outstanding as of the date the Notes were first issued;

e for a change in the par value of the common stock; or

e for accrued and unpaid interest, including contingent interest and additional amounts, if any.
Adjustments to the applicable conversion rate will be calculated to the nearest 1/10,000th of a share.
Make-Whole Amount and Adjustments for Conversion After a Public Acquirer Change of Control

If the effective date or anticipated effective date of certain corporate transactions as described under ~ Conversion Rights Conversion on Specified
Corporate Transactions Certain Corporate Transactions occurs on or before October 6, 2011 and 10% or more of the consideration for our
common stock in the corporate transaction consists of consideration other than common stock that is traded or scheduled to be traded

immediately following such transaction on the New York Stock Exchange, the Nasdaq Global Market or such other U.S. national securities
exchange, we will increase the conversion rate for the Notes surrendered for conversion by a number of additional shares (the additional shares )
as described below. We will notify holders, at least 15 days before the anticipated effective date of such corporate transaction and whether we

elect to increase the conversion rate as described below or to modify the conversion obligation as described below.

The number of additional shares will be determined by reference to the table below, based on the date on which the corporate transaction

becomes effective (the effective date ) and the price (the stock price ) paid per share of our common stock in the corporate transaction. If holders
of our common stock receive only cash in the corporate transaction, the stock price will be the cash amount paid per share. Otherwise, the stock
price will be the average of the last reported sale prices (as defined under ~ Conversion Rights Conversion on Satisfaction of Sale Price Condition
above) of our common stock on the five trading days immediately before but not including the effective date of the corporate transaction.

The additional shares will be delivered to holders who elect to convert their Notes on the later of (1) the fifth business day following the
effective date and (2) the third business day following the final day of the cash settlement period.

The stock prices set forth in the first row of the table below (i.e., column headers) will be adjusted as of any date on which the conversion rate of
the Notes is adjusted, as described above under ~ Conversion Rate Adjustments. The adjusted stock prices will equal the stock prices applicable
immediately before such adjustment multiplied by a fraction, the numerator of which is the conversion rate immediately before the adjustment
giving rise to the stock price adjustment and the denominator of which is the conversion rate as so adjusted. The number of additional shares will
be adjusted in the same manner as the conversion rate as set forth under ~ Conversion Rate Adjustments.
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The following table sets forth the stock price, effective date and number of additional shares per $1,000 principal amount of Notes:

Stock Price
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Effective Date $ 4125 $ 4500 $ 50.00 $ 5445 $ 60.00 $ 6500 $ 70.00 $ 75.00 $ 80.00 $ 85.00 $ 90.00 $ 100.00 $ 120.00
September 18,

2006 5.87 4.88 3.84 3.17 2.53 2.09 1.77 1.50 1.30 1.13 0.99 0.78 0.52
October 1, 2007 5.78 4.70 3.59 2.92 2.26 1.84 1.52 1.27 1.07 0.92 0.79 0.62 0.40
October 1, 2008 5.70 4.49 3.33 2.61 1.94 1.53 1.21 0.99 0.81 0.69 0.58 0.45 0.29
October 1, 2009 5.57 4.24 3.02 2.24 1.54 1.16 0.86 0.68 0.52 0.43 0.36 0.26 0.17
October 1, 2010 5.46 3.92 2.46 1.55 0.90 0.55 0.32 0.22 0.14 0.11 0.09 0.07 0.05
October 6, 2011 3.54 2.52 1.29 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Despite the foregoing, in no event will we increase the conversion rate as described above to the extent the increase will cause the conversion
rate to exceed 24.2355 per $1,000 principal amount of Notes, subject to adjustments in the same manner as the conversion rate as set forth under
Conversion Rate Adjustments.

The exact stock prices and effective dates may not be set forth in the table above, in which case:

o If the stock price is between two stock price amounts in the table or the effective date is between two effective
dates in the table, the number of additional shares will be determined by straight-line interpolation between the
number of additional shares set forth for the higher and lower stock price amounts and the two dates, as applicable,
based on a 365-day year.

o If the stock price is in excess of $120.00 per share (subject to adjustment), no additional shares will be added to
the conversion rate.

o If the stock price is less than $41.25 per share (subject to adjustment), no additional shares will be added to the
conversion rate.

Despite the foregoing, if a holder converts its Notes in connection with a corporate transaction for which the conversion rate would be increased
by a number of additional shares as described above, in the case of a public acquirer change of control (as defined below), we may, at our option
and in lieu of increasing the conversion rate by such number of additional shares, adjust the conversion rate and the related conversion obligation
from and after the effective date of such public acquirer change of control, by delivering on conversion (subject to the satisfaction of the
conditions to conversion described under ~ Conversion Rights above and the settlement procedures described under ~ Conversion
Procedures Payment on Conversion ) shares of public acquirer common stock (as defined below).

The conversion rate following the effective date of such transaction will be a number of shares of such public acquirer common stock equal to
the product of:

« the conversion rate in effect immediately before the effective date of such transaction, times

e the average of the quotients obtained, for each trading day in the 10 consecutive trading day period ending on the
trading day immediately before the effective date of such public acquirer change of control (the valuation period ), of:

) the acquisition value (as defined below) of our common stock on each such trading day in the valuation
period, divided by

(ii) the last reported sale price of the public acquirer common stock on each such trading day in the valuation
period.
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The acquisition value of our common stock means, for each trading day in the valuation period, the value of the consideration paid per share of
our common stock in connection with such public acquirer change of control, as follows:

e for any cash, 100% of the face amount of such cash;

e for any public acquirer common stock, 100% of the last reported sale price of such common stock on such trading
day; and

o for any other securities, assets or property, 100% of the fair market value of such security, asset or property on
such trading day, as determined by three independent nationally recognized investment banks selected by the trustee
for this purpose.

A public acquirer change of control means any event constituting a corporate transaction as described under ~ Conversion Rights Conversion on
Specific Corporate Transactions Certain Corporate Transactions that would otherwise obligate us to increase the conversion rate as described
above under  Make-Whole Amount and Adjustments for Conversion After a Public Acquirer Change of Control and the acquirer, the person
formed by or surviving the merger or consolidation or any entity that is a direct or indirect beneficial owner (as defined in Rule 13d-3 under the
Exchange Act) of more than 50% of the total voting power of all shares of such acquirer s or person s capital stock that are entitled to vote
generally in the election of directors has a class of common stock traded on the New York Stock Exchange, the Nasdaq Global Market or such
other U.S. national securities exchange or which will be so traded when issued or exchanged in connection with such fundamental change;
provided that if there is more than one of such entity, the relevant entity will be such entity with the most direct beneficial ownership to such
acquirer s or person s capital stock. We refer to such acquirer s, person s or other entity s class of common stock traded on the New York Stock
Exchange, the Nasdaq Global Market or such other U.S. national securities exchange or which will be so traded or when issued or exchanged in
connection with such transaction as the public acquirer common stock.

On a public acquirer change of control, if we so elect, holders may convert their Notes (subject to the satisfaction of the conditions to conversion
described under  Conversion Rights above) at the adjusted conversion rate described in the second preceding paragraph but will not be entitled to
the increased conversion rate described under =~ Make-Whole Amount and Adjustments for Conversion After a Public Acquirer Change of Control
above. We are required to notify holders of our election in our notice to holders of such transaction. As described under  Conversion

Rights Conversion on Specified Corporate Transactions, holders may convert their Notes on a public acquirer change of control during the period
specified therein. In addition, a holder can also, subject to certain conditions, require us to repurchase all or a portion of its Notes as described

under  Repurchase of Notes by Triumph at Option of Holder on a Fundamental Change.

We may only make such election if such public acquirer is a corporation organized under the laws of the United States, any State thereof or the
District of Columbia and if we and such public acquirer execute a supplemental indenture whereby the public acquirer agrees to comply with our
obligations under the Notes with respect to such public acquirer and any securities of such public acquirer that may be issuable upon conversion
of the Notes.

Repurchase of Notes by Triumph at Option of Holder
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On October 1, 2011, October 1, 2016 and October 1, 2021 (each, a repurchase date ), any holder may require us to repurchase for cash any
outstanding Notes for which that holder has properly delivered and not withdrawn a written repurchase notice. The repurchase price will equal
100% of the principal amount of the Notes to be repurchased plus accrued and unpaid interest, including contingent interest and additional
amounts, if any, to, but not including, the repurchase date. If the repurchase date is on a date that is after a record date and on or before the
corresponding interest payment date, we will pay such
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interest (including additional amounts, if any) to the holder of record on the corresponding record date, which may or may not be the same
person to whom we will pay the repurchase price.

A holder may submit a repurchase notice to the paying agent (which will initially be the trustee) at any time from the opening of business on the
date that is 20 business days before the repurchase date until the close of business on the repurchase date.

Any repurchase notice given by a holder electing to require us to repurchase Notes shall be given so as to be received by the paying agent no
later than the close of business on the repurchase date and must state:

e if definitive Notes have been issued, the certificate numbers of the holders Notes to be delivered for repurchase
(or, if the Notes are not issued in definitive form, the notice of repurchase must comply with appropriate DTC
procedures);

e the portion of the principal amount of Notes to be repurchased, which must be $1,000 or an integral multiple
thereof; and

e that the Notes are to be repurchased by us under the applicable provisions of the Notes.

A holder may withdraw its repurchase notice by delivering a written notice of withdrawal to the paying agent before the close of business on the
repurchase date. The notice of withdrawal shall state:

e the principal amount of Notes being withdrawn;

o if definitive Notes have been issued, the certificate numbers of the Notes being withdrawn (or, if the Notes are not
issued in definitive form, the notice of withdrawal must comply with appropriate DTC procedures); and

e the principal amount of the Notes, if any, that remain subject to the repurchase notice.

In connection with any repurchase, we will, to the extent applicable:

e comply with the provisions of Rule 13e-4, Rule 14e-1 and any other tender offer rules under the Securities
Exchange Act of 1934, as amended (the Exchange Act ), which may then be applicable; and

e file a Schedule TO or any other required schedule under the Exchange Act.

Our obligation to pay the repurchase price for Notes for which a repurchase notice has been delivered and not validly withdrawn is conditioned
on the holder effecting book-entry transfer of the Notes or delivering definitive Notes, together with necessary endorsements, to the paying agent
at any time after delivery of the repurchase notice. We will cause the repurchase price for the Notes to be paid promptly following the later of
the business day following the repurchase date and the time of book-entry transfer or delivery of definitive Notes, together with such
endorsements.

If the paying agent holds money sufficient to pay the repurchase price of the Notes for which a repurchase notice has been delivered and not
validly withdrawn in accordance with the terms of the indenture, then, immediately after the repurchase date, the Notes will cease to be
outstanding and interest and additional amounts, if any, on the Notes will cease to accrue, whether or not the Notes are transferred by book entry
or delivered to the paying agent. Thereafter, all of the holder s other rights shall terminate, other than the right to receive the repurchase price on
book-entry transfer of the Notes or delivery of the Notes. Our ability to repurchase Notes for cash may be limited by restrictions on our ability to
obtain funds for such repurchase through dividends from our subsidiaries, through the terms of our then existing borrowing arrangements or
otherwise.

Our future financing agreements or other agreements relating to our indebtedness could contain provisions prohibiting repurchase of the Notes
under certain circumstances. If any agreement governing
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our indebtedness prohibits or otherwise restricts us from repurchasing the Notes at a time when we become obligated to do so, we could seek the
consent of the lenders to repurchase the Notes or attempt to refinance this debt. If we do not obtain such a consent or refinance the debt, we
would not be permitted to repurchase the Notes without potentially causing a default under this debt. Our failure to repurchase tendered Notes
would constitute an event of default under the indenture, which might constitute a default under the terms of our other indebtedness. See ~ Risk
Factors Risks Related to the Notes We may not have sufficient cash to repurchase the Notes at the option of the holder on a specified repurchase
date or on a fundamental change or to pay the cash payable on a conversion, which may increase your credit risk. Your right to require us to
repurchase your Notes upon a fundamental change may not protect you upon the occurrence of certain events that might adversely affect our
financial condition or business operations.

Repurchase of Notes by Triumph at Option of Holder on a Fundamental Change
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If a fundamental change, as defined below, occurs, each holder will have the right on the fundamental change repurchase date to require us to
repurchase for cash all of its Notes not previously called for redemption, or any portion of those Notes that is equal to $1,000 in principal
amount or integral multiples thereof, at a fundamental change repurchase price equal to 100% of the principal amount of the Notes plus any
accrued and unpaid interest, including contingent interest and additional amounts, if any, on the Notes to but not including the fundamental
change repurchase date. If the fundamental change repurchase date is on a date that is after a record date and on or before the corresponding
interest payment date, we will pay such interest (including additional amounts, if any) to the holder of record on the corresponding record date,
which may or may not be the same person to whom we will pay the repurchase price.

Within 15 days after the occurrence of a fundamental change, we are required to give notice to each holder and the trustee of such occurrence
and of each holder s resulting repurchase right and the procedures that each holder must follow to require us to repurchase its Notes as described
below. The fundamental change repurchase date specified by us will be 30 days after the date on which we give this notice.

The fundamental change repurchase notice given by a holder electing to require us to repurchase its Notes shall be given so as to be received by
the paying agent no later than the close of business on the fundamental change repurchase date and must state:

o if certificated Notes have been issued, the certificate numbers of the holder s Notes to be delivered for repurchase

(or, if the Notes are not issued in certificated form, the fundamental change repurchase notice must comply with
appropriate DTC procedures);

e the portion of the principal amount of Notes to be repurchased, which must be $1,000 or an integral multiple
thereof; and

o that the Notes are to be repurchased by us under the applicable provisions of the indenture.

A holder may withdraw its fundamental change repurchase notice by delivering a written notice of withdrawal to the paying agent before the
close of business on the fundamental change repurchase date. The notice of withdrawal shall state:

e the principal amount at maturity of Notes being withdrawn;

o if certificated Notes have been issued, the certificate numbers of the Notes being withdrawn (or, if the Notes are
not issued in certificated form, the notice of withdrawal must comply with appropriate DTC procedures); and

e the principal amount of the Notes, if any, that remain subject to the fundamental change repurchase notice.
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A fundamental change will be deemed to have occurred on a change of control of Triumph or a termination of trading of our common stock.

A change of control will be deemed to have occurred at such time after the original issuance of the Notes when any of the following has
occurred:

(1) a person or group withinthe meaning of Section 13(d)(3) of the Exchange Act files a Schedule 13D or any
schedule, form or report under the Exchange Act disclosing that such person or group has become the direct or

indirect beneficial owner, as defined in Rule 13d-3 under the Exchange Act, of shares of our common stock
representing more than 50% of the voting power of our common stock entitled to vote generally in the election of
directors; or

) the first day on which a majority of the members of our board of directors does not consist of continuing
directors; or

3) a consolidation, merger or binding share exchange, or any conveyance, transfer, sale, lease or other disposition
(in one transaction or a series of transactions) of all or substantially all of our properties and assets to another person,
other than:

e any transaction:

) that does not result in any reclassification, conversion, exchange or cancellation of outstanding shares of our
capital stock; and

(i) under which holders of our capital stock immediately before the transaction have the entitlement to exercise,
directly or indirectly, 50% or more of the total voting power of all shares of capital stock entitled to vote generally in
elections of directors of the continuing or surviving or successor person immediately after giving effect to such
issuance; or

e any merger, share exchange, transfer of assets or similar transaction solely for the purpose of changing our
jurisdiction of incorporation and resulting in a reclassification, conversion or exchange of outstanding shares of
common stock, if at all, solely into shares of common stock, ordinary shares or American Depositary Shares of the
surviving entity or a direct or indirect parent of the surviving corporation; or

e any consolidation, merger, conveyance, transfer, sale, lease or other disposition with or into any of our
subsidiaries, so long as such consolidation, merger, conveyance, transfer, sale, lease or other disposition is not part of
a plan or a series of transactions designed to or having the effect of merging or consolidating with or conveying,
transferring, selling, leasing or disposing all or substantially all our properties and assets to any other person.

A continuing director means a director who either was a member of our board of directors on the date the Notes are first issued or who becomes
a member of our board of directors after that date and whose appointment, election or nomination for election by our shareholders is duly
approved by a majority of the continuing directors on our board of directors at the time of such approval, either by specific vote or by approval

of the proxy statement issued by us on behalf of the board of directors in which such individual is named as nominee for director.

The term person includes any syndicate or group that would be deemed to be a person under Section 13(d)(3) of the Exchange Act.

The definition of change of control includes a phrase relating to the conveyance, transfer, sale, lease or disposition of all or substantially all of
our assets. There is no precise, established definition of the phrase substantially all under applicable law. Accordingly, a holder s ability to
require us to repurchase its Notes as a result of a conveyance, transfer, sale, lease or other disposition of less than all our assets may be uncertain.
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Despite the foregoing, a holder will not have the right to require us to repurchase its Notes on a change of control described in clause (3) above if
more than 90% of the consideration in the transaction or transactions consists of shares of common stock traded or to be traded immediately
following a change of control on the New York Stock Exchange, the Nasdaq Global Market or such other U.S. national securities exchange, and,
as a result of the transaction or transactions, the Notes become convertible into that common stock (and any rights attached thereto).

A termination of trading will be deemed to have occurred if our common stock (or other common stock into which the Notes are then
convertible) is not listed for trading on the New York Stock Exchange, the Nasdaq Global Market or any other U.S. national securities exchange.

Rule 13e-4 under the Exchange Act requires the dissemination of certain information to security holders if an issuer tender offer occurs and may
apply if the repurchase option becomes available to holders of the Notes. We will comply with this rule and file a Schedule TO (or any similar
schedule) to the extent required at that time.

If the paying agent holds money sufficient to pay the fundamental change repurchase price of the Notes which holders have elected to require us
to repurchase on the business day following the fundamental change repurchase date in accordance with the terms of the indenture, then,
immediately after the fundamental change repurchase date, those Notes will cease to be outstanding and interest and additional amounts, if any,
on the Notes will cease to accrue, whether or not the Notes are transferred by book entry or delivered to the paying agent. Thereafter, all other
rights of the holders shall terminate, other than the right to receive the fundamental change repurchase price on book-entry transfer of the Notes
or delivery of the Notes.

The term fundamental change is limited to specified transactions and does not include other events that might adversely affect our financial
condition or business operations. The foregoing provisions would not necessarily protect holders of the Notes if highly leveraged or other
transactions involving us occur that may affect holders adversely. We could, in the future, enter into certain transactions, including certain
recapitalizations, that would not constitute a fundamental change with respect to the fundamental change repurchase feature of the Notes but that
would increase the amount of our (or our subsidiaries ) outstanding Indebtedness.

Our ability to repurchase Notes for cash on the occurrence of a fundamental change is subject to important limitations. Our ability to repurchase
the Notes for cash may be limited by restrictions on our ability to obtain funds for such repurchase through dividends from our subsidiaries, the
terms of our then existing borrowing arrangements or otherwise. We cannot assure you that we would have the financial resources, or would be
able to arrange financing, to pay the repurchase price for all the Notes that might be delivered by holders of Notes seeking to exercise the
repurchase right.

Our future financing agreements or other agreements relating to our indebtedness could contain provisions prohibiting repurchase of the Notes
under certain circumstances or could provide that a fundamental change constitutes an event of default under that agreement. If any agreement
governing our indebtedness prohibits or otherwise restricts us from repurchasing the Notes at a time when we become obligated to do so, we
could seek the consent of the lenders to repurchase the Notes or attempt to refinance this debt. If we do not obtain such a consent or refinance the
debt, we would not be permitted to repurchase the Notes without potentially causing a default under this debt. Our failure to repurchase tendered
Notes would constitute an event of default under the indenture, which might constitute a default under the terms of our other indebtedness. Upon
the occurrence of a fundamental change (as defined in the indenture governing the Notes offered hereby), the ability of the holders to have their
Notes repurchased by us may also constitute an event of default under the agreements governing certain of our indebtedness. See Risk

Factors Risks Related to the Notes We may not have sufficient cash to repurchase the Notes at the option of the holder on a specified repurchase
date or on a fundamental change or to pay the cash payable on a conversion, which may increase a holder s credit risk. A holder s right to
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require us to repurchase its Notes upon a fundamental change may not protect the holder upon the occurrence of certain events that might
adversely affect our financial condition or business operations.

The fundamental change purchase feature of the Notes may in certain circumstances make it more difficult or discourage a takeover of our
Company. The fundamental change purchase feature, however, is not the result of our knowledge of any specific effort:

e to accumulate shares of our common stock;
e to obtain control of us by means of a merger, tender offer solicitation or otherwise; or

e by management to adopt a series of anti-takeover provisions.
Instead, the fundamental change repurchase feature is a standard term frequently contained in securities similar to the Notes.

Consolidation, Merger and Sale of Assets
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The indenture provides that we may not consolidate with or merge with or into any person, or convey, transfer, or lease all or substantially all of
our assets, unless the following conditions have been satisfied:

(a) Either
) we are the continuing person in the case of a merger, or

(ii) the successor corporation will be a corporation organized and existing under the laws of the United States, any
State, or the District of Columbia and the successor corporation (if not us) shall expressly assume all of our
obligations under the Notes and the indenture;

()  Immediately after giving effect to the transaction (and treating any Indebtedness that becomes an obligation of
the successor corporation or any of our subsidiaries as a result of the transaction as having been incurred by the
successor corporation or a subsidiary at the time of the transaction), no default or event of default would occur or be
continuing; and

(©) We have delivered to the trustee an officers certificate and an opinion of counsel, each stating that the
consolidation, merger or transfer and such supplemental indenture comply with the indenture.

Anti-Layering
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We will not incur any Indebtedness that is subordinate in right of payment to our Senior Indebtedness unless such Indebtedness is pari passu
with, or subordinated in right of payment to, the Notes. This does not apply to distinctions between categories of Indebtedness that exist by
reason of any liens or guarantees securing or in favor of some but not all of such Indebtedness.

Events of Default; Notice and Waiver
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The following events will constitute defaults under the indenture, subject to any additional limitations and qualifications included in the
indenture:

e adefault in the payment of principal of the Notes when due at maturity, upon redemption, upon repurchase or
otherwise (whether or not such payment is prohibited by reason of the subordination provision described under
Description of the Notes Subordination );

e adefault in the payment of any installment of interest, including contingent interest and additional amounts, if
any, (whether or not such payment is prohibited by reason of the subordination provision described under Description
of the Notes Subordination ) and continuance of such default for a period of 30 days;
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e we fail to provide notice of the occurrence of a fundamental change as required by the indenture;

e adefault in our obligation to deliver the settlement amount on conversion of the Notes, together with cash in lieu
thereof in respect of any fractional shares, on conversion of any Notes and such default continues for a period of 5
days or more;

e the failure by us to comply with our obligation to repurchase the Notes at the option of a holder on a fundamental
change as required by the indenture or on any other repurchase date (whether or not such repurchase is prohibited by
reason of the subordination provision described under Description of the Notes Subordination );

e default in our obligation to redeem the Notes after we have exercised our option to redeem;

e the failure by us to perform or observe any of our other covenants or warranties in the indenture or in the Notes
for 60 days after written notice to us from the trustee or to us and the trustee from the holders of at least 25% in
principal amount of the outstanding Notes has been received by us;

e the failure by us or our subsidiaries to pay Indebtedness within any applicable grace period after final maturity or
the Indebtedness is accelerated by the holders of the Indebtedness because of a default, the total amount of such
Indebtedness unpaid or accelerated exceeds $5.0 million, and such default remains uncured or such acceleration is not
rescinded for 10 days after the date on which written notice specifying such failure and requiring us to remedy such
failure shall have been given to us by the trustee or to us and the trustee by the holders of at least 25% in aggregate
principal amount of the Notes at the time outstanding; and

e certain events of bankruptcy, insolvency or reorganization with respect to Triumph or any Significant Subsidiary
(or any of our subsidiaries that together would constitute a Significant Subsidiary).

A Significant Subsidiary is a subsidiary that would constitute a significant subsidiary within the meaning of Article 1 of Regulation S-X under
the Securities Act as in effect on the date of the indenture.

If an event of default (other than an event of default relating to bankruptcy, insolvency or reorganization of us as set forth in the last bullet
above) occurs and is continuing with respect to the Notes, unless the principal and interest with respect to the Notes shall have already become
due and payable, either the trustee or the holders of not less than 25% in aggregate principal amount of the Notes then outstanding may declare
the principal of and interest, including contingent interest and additional amounts, if any, on all the Notes due and payable immediately. In case
of bankruptcy, insolvency or reorganization involving us as set forth in the last bullet above, the principal and interest, including contingent
interest and additional amounts, if any, on the Notes will automatically become immediately due and payable. Any payment by us on the Notes
following any such acceleration will be subject to the subordination provisions described above.

If an event of default occurs and is continuing, the trustee shall be entitled and empowered to institute any action or proceeding for the collection
of the sums so due and unpaid or to enforce the performance of any provision of the Notes or the indenture, to prosecute any such action or
proceeding to judgment or final decree, and to enforce any such judgment or final decree against us or any other obligor on the Notes. In
addition, if there is pending proceedings for the bankruptcy or reorganization of the Company or any other obligor on the Notes, or if a receiver,
trustee, or similar official shall have been appointed for our property, the trustee shall be entitled and empowered to file and prove a claim for
the whole amount of principal and interest (including contingent interest and additional amounts, if any) owing and unpaid with respect to the
Notes. Under certain circumstances, the holders of a majority in principal amount of the outstanding Notes may rescind such acceleration with
respect to the Notes and, as discussed below, waive these past defaults.

47

56



Edgar Filing: KB HOME - Form 10-K

The holders of a majority in principal amount of outstanding Notes will have the right to direct the time, method and place of any proceedings
for any remedy available to the trustee or of exercising any trust or power conferred on the trustee, subject to limitations specified in the
indenture. The trustee, however, may refuse to follow any direction that conflicts with law or the indenture or that the trustee determines is
unduly prejudicial to the rights of any other holder of the Notes or that would involve the trustee in personal liability. Prior to taking any action
under the indenture, the trustee will be entitled to indemnification satisfactory to it in its sole discretion against all losses and expenses caused by
taking or not taking such action.

No holder of any Notes shall have any right to institute any action or proceeding on or under or with respect to the indenture, for the
appointment of a receiver or trustee, or for any other remedy, except in the case of a default due to the non-payment of principal or interest,
including contingent interest or additional amounts, if any, unless:

() such holder previously will have given to the trustee written notice of an event of default with respect to the
Notes and of the continuance of such event of default;

(b)  the holders of not less than 25% in aggregate principal amount of the outstanding Notes will have made written
request to the trustee to institute such action or proceeding with respect to the event of default and will have offered to
the trustee such reasonable indemnity as it may require against the costs, expenses, and liabilities to be incurred in
connection with such action or proceeding; and

(©) the trustee, for 60 days after its receipt of such notice, request and offer of indemnity, if requested, will have
failed to institute such action or proceeding and no direction inconsistent with such written request shall have been
given to the trustee under the provisions of the indenture.

Prior to the acceleration of the maturity of the Notes, the holders of a majority in aggregate principal amount of the Notes at the time outstanding
may, on behalf of the holders of all the Notes, waive any past default or event of default and its consequences for that series, except:

() a default in the payment of the principal or interest, including contingent interest or additional amounts, if any,
with respect to the Notes;

(b)  adefault arising from our failure to redeem or repurchase any Notes when required under the terms of the
indenture; or

(©) a default with respect to a provision of the indenture that cannot be amended without the consent of each holder
so affected.

In case of any such waiver, the default shall cease to exist, any event of default arising from the default will be deemed to have been cured for all
purposes, and we, the trustee and the holders of the Notes will each be restored to their former positions and rights under the indenture.

The trustee will, within 90 days after the occurrence of a default known to it with respect to the Notes, give to the holders of the Notes notice of
all uncured defaults known to it, unless the defaults will have been cured or waived before the giving of such notice; provided, however, that
except in the case of default in the payment of principal or interest (including contingent interest or additional amounts, if any) with respect to
the Notes, the trustee will be protected in withholding such notice if it in good faith determines that the withholding of such notice is in the
interest of the holders of the Notes.

Defeasance
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The Notes are not subject to any defeasance provisions under the indenture.
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Modification of the Indenture

We and the trustee may enter into supplemental indentures without the consent of the holders of the Notes issued under the indenture for one or
more of the following purposes:

e to evidence our succession by another person and the assumption by such successor of our covenants, agreements,
and obligations in the indenture and in the Notes;

e to surrender any right or power conferred on us by the indenture, to add further covenants, restrictions, conditions,
or provisions for the protection of the holders of all or any Notes, and to make the occurrence, or the occurrence and
continuance of a default in any of such additional covenants, restrictions, conditions, or provisions, a default or an
event of default under the indenture;

e to cure any ambiguity or to correct or supplement any provision contained in the indenture or in the Notes that
may be defective or inconsistent with any other provision contained in the indenture or in the Notes, to convey,
transfer, assign, mortgage, or pledge any property to or with the trustee, or to make such other provisions in regard to

matters or questions arising under the indenture as shall not adversely affect the interests of any holders of the Notes;

e to modify or amend the indenture in such a manner as to permit the qualification of the indenture or any
supplemental indenture under the Trust Indenture Act of 1939 as then in effect;

e to add or change any of the provisions of the indenture to change or eliminate any restriction on the payment of
principal with respect to the Notes so long as any such action does not adversely affect the interest of the holders of
the Notes in any material respect or permit or facilitate the issuance of the Notes in uncertificated form;

e to comply with the provisions of the indenture relating to consolidations, mergers, and sales of assets;

e to make any change in the provisions of the indenture relating to subordination that would limit or terminate the
benefits available to any holder of Senior Indebtedness under such provisions (but only if such holder of Senior
Indebtedness consents to such change);

e to add guarantees with respect to the Notes or to secure the Notes;

e to evidence and provide for the acceptance of appointment by a successor or separate trustee with respect to the
Notes and to add to or change any of the provisions of the indenture as shall be necessary to provide for or facilitate
the administration of the indenture by more than one trustee;

e to establish the form or terms of the Notes;

e to provide for conversion rights of holders of Notes in accordance with the indenture if any reclassification or
change of our common stock or any merger, consolidation or sale of all or substantially all of our assets occurs;

e to change the conversion rate in accordance with the indenture;

e to conform, as necessary, the indenture and the form or terms of the Notes, to the Description of the Notes as set
forth in this offering memorandum; and

e make other changes to the indenture or forms or terms of the Notes, provided no such change individually or in
the aggregate with all other such changes has or will have a material adverse effect on the interests of the holders of
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the Notes.

With the consent of the holders of a majority in aggregate principal amount of the outstanding Notes affected, we and the trustee may from time
to time and at any time enter into a supplemental indenture for
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the purpose of adding any provisions to, changing in any manner, or eliminating any of the provisions of the indenture or of any supplemental
indenture or modifying in any manner the rights of the holder of the Notes. However, without the consent of all of the holders of each Note so
affected, no such supplemental indenture may:

e reduce the percentage in principal amount of the Notes whose holders must consent, to an amendment;

e reduce the interest rate or extend the time for payment of interest, including contingent interest or additional
amounts, if any, on the Notes;

e reduce the principal of or extend the stated maturity of the Notes;

e reduce any amount payable on redemption or repurchase of any Note (including on the occurrence of a
fundamental change) or change the time at which or circumstances under which the Notes may or shall be redeemed
or repurchased;

* make any Note payable in a currency other than that stated in the Note;

e make any change in the provisions of the indenture relating to subordination that adversely affects the rights of
any holder under such provisions;

¢ make any change in the provisions of the indenture relating to waivers of defaults or amendments that require
unanimous consent;

e impair the right of a holder to convert any Note or reduce the number of common shares or any other property
receivable on conversion; or

e impair the right of a holder to institute a suit for payment of past due amounts on such holder s Notes.

Discharge of the Indenture
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We may be discharged from any and all obligations under the indenture (except for certain obligations to register the transfer or exchange of
notes, to replace stolen, lost or mutilated notes, and to maintain paying agencies and certain provisions relating to the treatment of funds held by
paying agents). We will be so discharged upon delivering to the trustee for cancellation all outstanding notes or depositing with the trustee, in
trust, the paying agent or the conversion agent, if applicable, after the notes have become due and payable, whether at stated maturity, or any
redemption date, or any repurchase date, or a fundamental change repurchase date, or upon conversion or otherwise, cash or common stock (as
applicable under the terms of the indenture) sufficient to pay all of the outstanding notes and paying all other sums payable under the indenture
by us.
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We will be responsible for making all calculations called for under the Notes, unless otherwise set forth above. These calculations include, but
are not limited to, determinations of the market prices of our common stock, the amount of accrued interest (including contingent interest and
additional amounts, if any) payable on the Notes and the conversion price of the Notes. We will make all these calculations in good faith, and,
absent manifest error, our calculations will be final and binding on holders of Notes. We will provide a schedule of our calculations to each of
the trustee and the conversion agent, and each of the trustee and the conversion agent is entitled to rely on the accuracy of our calculations
without independent verification. The trustee will forward our calculations to any holder of Notes on the request of that holder.

Trustee, Paying Agent and Conversion Agent
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We have appointed The Bank of New York Trust Company, N.A., the trustee under the indenture, as paying agent, conversion agent, Note
registrar and custodian for the Notes. The trustee or its affiliates may also provide banking and other services to us in the ordinary course of their
business.

Notices
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Except as otherwise described herein, notices to registered holders of the Notes will be given by mail to the addresses as they appear in the
security register. Notices will be deemed to have been given on the date of mailing.

Governing Law
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The indenture and the Notes are governed by and construed in accordance with the laws of the State of New York.

Form, Denomination, Exchange, Registration and Transfer
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The Notes will be issued:

e in fully registered form;

e without interest coupons; and

e in denominations of $1,000 principal amount and integral multiples of $1,000. Holders may present Notes for

conversion, registration of transfer and exchange at the office maintained by us for such purpose, which will initially
be the Corporate Trust Office of the trustee in The City of New York.

Payment and Paying Agent
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We will maintain an office or agent where we will pay the principal on the Notes and a holder may present the Notes for conversion, registration

of transfer or exchange for other denominations, which shall initially be an office or agency of the trustee. We may pay interest on any Notes
represented by the registered certificated securities referred to below by check mailed to a holder s address as it appears in the Note register.
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Payments on the Notes represented by the global Note referred to below will be made to The Depository Trust Company, New York, New York,
which is referred to herein as DTC, or its nominee, as the case may be, as the registered owner thereof, in immediately available funds. We
expect that DTC or its nominee, on receipt of any payment on the Notes represented by a global Note, will credit participants accounts with
payments in amounts proportionate to their respective beneficial interests in the global Note as shown in the records of DTC or its nominee. We
also expect that payments by participants to owners of beneficial interests in the global Note held through such participants will be governed by
standing instructions and customary practice as is now the case with securities held for the accounts of customers registered in the names of
nominees for such customers. The participants will be responsible for those payments. Transfers between participants in DTC will be effected in
accordance with DTC s rules and will be settled in immediately available funds.

Book-Entry Delivery and Settlement
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We issued the Notes in the form of one or more permanent global Notes in definitive, fully registered, book-entry form. The global Notes were
deposited with or on behalf of DTC and registered in the name of Cede & Co., as nominee of DTC.

DTC has advised us as follows:

e DTC is a limited-purpose trust company organized under the New York Banking Law, a banking organization
within the meaning of the New York Banking Law, a member of the Federal Reserve System, a clearing corporation
within the meaning of the New York Uniform Commercial Code and a clearing agency registered under Section 17A
of the Securities Exchange Act of 1934.

e DTC holds securities that its participants deposit with DTC and facilitates the settlement among participants of
securities transactions, such as transfers and pledges, in deposited securities, through electronic computerized
book-entry changes in participants accounts, thereby eliminating the need for physical movement of securities
certificates.

e Direct participants include securities brokers and dealers, trust companies, clearing corporations and other
organizations.

e DTC is owned by a number of its direct participants and by the New York Stock Exchange, Inc., the American
Stock Exchange LLC and the National Association of Securities Dealers, Inc.

e Access to the DTC system is also available to others, such as securities brokers and dealers, banks and trust
companies that clear through or maintain a custodial relationship with a direct participant, either directly or indirectly.

e The rules applicable to DTC and its participants are on file with the Securities and Exchange Commission.

We are providing the following descriptions of the operations and procedures of DTC to the holders solely as a matter of convenience. These
operations and procedures are solely within the control of DTC and are subject to change by DTC from time to time. None of us, the initial
purchaser nor the trustee takes any responsibility for these operations or procedures, and each holder is urged to contact DTC or its participants
directly to discuss these matters.

We are informed that under procedures established by DTC:

e On deposit of the global Notes, DTC credited on its internal system the accounts of direct participants designated
by the initial purchaser with portions of the principal amounts of the global Notes.
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e Ownership of the Notes is shown on, and the transfer of ownership thereof will be effected only through, records
maintained by DTC or its nominee, with respect to interests of direct participants, and the records of direct and
indirect participants, with respect to interests of persons other than participants.

The laws of some jurisdictions require that purchasers of securities take physical delivery of those securities in definitive form. Accordingly, the
ability to transfer interests in the Notes represented by a global Note to those persons may be limited. In addition, because DTC can act only on
behalf of its participants, who in turn act on behalf of persons who hold interests through participants, the ability of a person having an interest in
Notes represented by a global Note to pledge or transfer those interests to persons or entities that do not participate in DTC s system, or otherwise
to take actions in respect of such interest, may be affected by the lack of a physical definitive security in respect of such interest.

So long as Cede & Co. is the registered owner of a global Note, Cede & Co. will be considered the sole owner or holder of the Notes represented
by that global Note for all purposes under the indenture and under the Notes. Except as provided below, owners of beneficial interests in a global
Note will not be entitled to have Notes represented by that global Note registered in their names, will not receive or be entitled to receive
physical delivery of certificated Notes and will not be considered the owners or holders thereof under the indenture or under the Notes for any
purpose, including with respect to the giving of any direction, instruction or approval to the trustee. Accordingly, each holder owning a
beneficial interest in a global Note must rely on the procedures of DTC and, if that holder is not a direct or indirect participant, on the procedures
of the participant through which that holder owns its interest, to exercise any rights of a holder of Notes under the indenture or the global Note.

Notes represented by a global Note will be exchangeable for registered certificated securities with the same terms only if: (1) DTC is unwilling
or unable to continue as depositary or if DTC ceases to be a clearing agency registered under the Exchange Act and a successor depositary is not
appointed by us within 90 days; (2) we decide to discontinue use of the system of book-entry transfer through DTC (or any successor
depositary); or (3) a default under the indenture occurs and is continuing.

Neither we nor the trustee will have any responsibility or liability for any aspect of the records relating to or payments made on account of Notes
by DTC, or for maintaining, supervising or reviewing any records of DTC relating to the Notes.
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DESCRIPTION OF CERTAIN INDEBTEDNESS
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We are party to an amended and restated credit agreement with PNC Bank, National Association, as administrative agent for the lenders under
the credit agreement, which we refer to as our credit facility. Under this credit facility is a $350 million revolving credit facility that matures on
June 30, 2011. The credit facility bears interest at (i) LIBOR plus between 0.625% and 2.00% or (ii) the prime rate or (iii) an overnight rate, at
the option of the Company. The applicable interest rate is based upon our ratio of total indebtedness to earnings before interest, taxes,
depreciation and amortization. In addition, we are required to pay a commitment fee of between 0.175% and 0.400% on the unused portion of
our credit facility. We may allocate up to $30 million of the available credit facility for the issuance of letters of credit. Our obligations under
our credit facility are guaranteed by our domestic subsidiaries. Amounts repaid under our credit facility may be reborrowed.

Borrowings under our credit facility are unsecured and unsubordinated indebtedness and senior in right of payment to all of our existing and
future subordinated indebtedness, including Notes. The borrowings are guaranteed by each of our domestic subsidiaries.

Our credit facility contains customary affirmative and negative covenants, including limitations on our and our subsidiaries incurrence of debt;
negative pledges, limitations on consolidations, mergers and sales of assets and limitations on transactions with affiliates. In addition, our credit
facility contains a senior indebtedness to earnings before interest taxes, depreciation and amortization ratio, a maximum leverage ratio and a
minimum interest coverage ratio. The credit agreement also includes various events of default customary for that type of agreement, including
among others, the failure to pay principal and interest when due, cross-defaults on other indebtedness for borrowed monies, individually or in the
aggregate in excess of $2.5 million, upon a change of control, upon breach of certain covenants, and upon certain events of bankruptcy,
insolvency and reorganization.

As of November 30, 2006, we had $82.9 million aggregate principal amount of indebtedness outstanding under our credit facility.

Senior Notes
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In December 2002, we issued two classes of Senior Notes: $80 million of Class A notes and $70 million of Class B notes. During calendar 2005,

we prepaid certain of our outstanding Senior Notes. As of September 18, 2006, Senior Notes in the aggregate principal amount of $124.4 million
were outstanding, which consisted of $68.4 million of Class A notes and $56.0 million of Class B notes.
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Interest

Upon proper advanced notice to the holders of the Senior Notes, we could prepay some or all of the outstanding Senior Notes at any time at a
price equal to 100% of the principal amount of the outstanding Senior Notes being prepaid plus accrued and unpaid interest plus a make whole
premium based on the value of the remaining scheduled interest payments on the Senior Notes being prepaid. We used the approximately
$195.6 million in net proceeds from our sale of the Notes for the prepayment of our outstanding Senior Notes, including the make-whole
premium, and fees and expenses in connection with such prepayment. Because prepayment of the Senior Notes required advance notice, at the
closing of our sale of the Notes on September 18, 2006, we used the net proceeds to temporarily repay the total outstanding indebtedness under
our credit facility. As aresult, on September 30, 2006, our Senior Notes remained outstanding but we had no indebtedness outstanding under
the credit facility. On October 4, 2006, we prepaid the Senior Notes, which we funded with a borrowing of $38.0 under our credit facility
together with the remaining net proceeds from our sale of the Notes and available cash.
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DESCRIPTION OF CAPITAL STOCK
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Our authorized capital stock consists of 50,000,000 shares of common stock, par value $.001 per share and 250,000 shares of preferred stock,
par value $.01 per share. No shares of preferred stock are outstanding. As of December 1, 2006, there were approximately 68 registered holders
of common stock.

Common Stock
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The holders of common stock are generally entitled to one vote for each share held on all matters voted upon by stockholders. Subject to the
rights of any outstanding shares of preferred stock, the holders of the common stock are entitled to dividends that may be declared at the
discretion of our board of directors out of legally available funds. If we liquidate, dissolve or windup, holders of common stock are entitled to
share ratably in our net assets after payment or provision for all liabilities, subject to the prior rights of any preferred stock then outstanding. The
holders of common stock have no preemptive rights to purchase our securities. Shares of common stock are not subject to any redemption
provisions and are not convertible into any of our other securities.

Our directors are elected by the holders of common stock pursuant to cumulative voting, which gives a stockholder the right to cast as many
votes in the aggregate as that stockholder is entitled to vote under our certificate of incorporation, multiplied by the number of directors to be
elected. A stockholder may cast all votes for one director candidate or distribute those votes among two or more director candidates. Therefore,
cumulative voting may make it more difficult to change the composition of the board of directors and may discourage or make more difficult an
attempt by a person or group to obtain control of the Company. Any director, or the entire board of directors, may be removed by the
stockholders at any time, with or without cause, by the affirmative vote of the holders of a majority of the outstanding shares of common stock
entitled to vote for the election of directors, except that, if less than the entire board is to be removed, no director may be removed without cause
if the votes cast against his removal would be sufficient to elect him when cumulatively voted at an election of the entire board of directors.

Preferred Stock
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Our certificate of incorporation authorizes the issuance of up to 250,000 shares of preferred stock from time to time by the board of directors in
one or more series as consideration for the stock or assets of another corporation or in connection with our merger with or into another
corporation. The board of directors may adopt resolutions to issue the shares, to fix the number of shares and to change the number of shares
constituting any series of preferred stock and to provide for or change the voting powers, designations, preferences and relative, participating,
optional or other special rights, qualifications, limitations or restrictions of that preferred stock, including dividend rights (including whether
dividends are cumulative), dividend rates, terms of redemption (including sinking fund provisions), redemption prices, conversion rights and
liquidation preferences of the shares constituting any series of preferred stock, in each case without any further action or vote by the
stockholders. We have no current plans to issue any series of preferred stock.

Limitation on Directors Liabilities
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Our certificate of incorporation provides that, as permitted by Delaware law, our directors are not liable to us or our stockholders for monetary
damages for breach of fiduciary duty, except for liability in connection with a breach of duty of loyalty, for acts or omissions not in good faith or
which involve intentional misconduct or a knowing violation of law, or dividend payments or stock repurchases illegal under Delaware law or
any transaction in which a director has derived an improper personal benefit. Further, under the provisions of our bylaws, as amended, each
person who is or was a party to or is
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threatened to be made a party of any threatened, pending or completed action, suit or proceeding, whether civil, criminal, administrative or
investigative by reason of the fact that he or she is or was a director, officer, employee or agent of us or is or was serving at our request as a
director, officer, employee or agent of another company or other entity shall be indemnified by us against expenses (including attorneys fees),
judgments, fines and amounts paid in settlement actually and reasonably incurred by him or her in connection with such action, suit or
proceeding if he or she acted in good faith and in a manner he or she reasonably believed to be in, or not opposed to, our best interests, and, with
respect to any criminal action or proceedings, had no reasonable cause to believe his or her conduct was unlawful. Notwithstanding the
foregoing, no indemnification shall be made in respect to any claim, issue or matter as to which such person shall have been adjudged to be
liable to us, unless and only to the extent that the Court of Chancery or the court in which such action was brought determines upon application
that, despite the adjudication of liability but in view of all the circumstances of the case, such person is fairly and reasonably entitled to
indemnity for the expenses which such court deems proper.

The termination of any action, suit or proceedings by judgment, order, settlement, conviction, or upon a plea of nolo contendre or its equivalent,
shall not, of itself, create a presumption that the person did not act in good faith and in a manner which he or she reasonably believed to be in, or
not opposed to, our best interests and, with respect to any criminal action or proceeding, had reasonable cause to believe that his or her conduct
was unlawful.

In addition, to the extent that such a person is successful on the merits or otherwise in defense of any action, suit, or proceeding brought against
him or her by reason of the fact that he or she is our director, officer, employee or agent, he or she shall be indemnified against expenses,
including attorneys fees actually and reasonably incurred in connection therewith.

Our bylaws, as amended, provide that expenses incurred by an officer, director, employee or agent in defending a civil or criminal action, suit or
proceeding may be paid by us in advance of the final disposition of such action, suit or proceeding upon receipt of an undertaking by or on
behalf of the director, officer, employee or agent to repay such amount if it shall ultimately be determined that he or she is not entitled to be
indemnified by us.

Any indemnification under the provisions summarized above (unless ordered by a court) shall be made by us only as authorized in each specific
case upon a determination that indemnification of such person is proper under the circumstances because he or she has met the applicable
standard of conduct set forth in the applicable provision. Such determination shall be made by any of (1) a majority vote of our directors who are
not parties to the action, suit or proceeding (even though less than a quorum), (2) if there are no such directors, or if such directors so direct, by
independent legal counsel in a written opinion, or (3) by the stockholders.

We maintain director and officer insurance with respect to those claims described above in customary amounts.
The foregoing summaries are necessarily subject to the complete text of the relevant statute or document.

Antitakeover Provisions
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As described above, our board of directors has the authority, without further action by the stockholders, to issue, from time to time, up to
250,000 shares of preferred stock in one or more series and to fix the rights and preferences of such preferred stock as consideration for the stock
or assets of another corporation or in connection with our merger with or into another corporation. The board of directors could use this authority
to issue preferred stock to discourage an unwanted bidder from making a proposal
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to acquire the Company. In addition, our bylaws provide that our board may increase its own size and may appoint new directors to fill the
resulting vacancies. These provisions of our certificate of incorporation and bylaws may prevent or frustrate any attempt to replace or remove
our current directors or management by stockholders, which may have the effect of delaying, deterring or preventing a change in control
transaction.

Delaware Law
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We are also subject to Section 203 of the Delaware General Corporation Law, an anti-takeover law that regulates corporate acquisitions. In
general, Section 203 prohibits a Delaware corporation from engaging in any business combination with any interested stockholder for a period
of three years following the date that the stockholder became an interested stockholder, unless:

e prior to that date, the board of directors of the corporation approved either the business combination or the
transaction that resulted in the stockholder becoming an interested stockholder;

e upon consummation of the transaction that resulted in the stockholder becoming an interested stockholder, the
interested stockholder owned at least 85% of the voting stock of the corporation outstanding at the time the transaction
commenced, excluding for purposes of determining the number of shares of voting stock outstanding (but not the
voting stock owned by the interested stockholder) those shares owned by (i) persons who are directors and also
officers and (ii) employee stock plans in which employee participants do not have the right to determine confidentially
whether shares held subject to the plan will be tendered in a tender or exchange offer; or

e on or subsequent to that date, the business combination is approved by the board of directors of the corporation
and authorized at an annual or special meeting of stockholders, and not by written consent, by the affirmative vote of
at least 6623% of the outstanding voting stock that is not owned by the interested stockholder.

Section 203 defines business combination to include the following:

e any merger or consolidation involving the corporation or any direct or indirect majority-owned subsidiary of the
corporation and the interested stockholder;

e any sale, lease, exchange, mortgage, pledge, transfer or other disposition (in one or more transactions) of the
assets of the corporation or any direct or indirect majority-owned subsidiary of the corporation, which assets have a
market value equal to 10% or more of either the aggregate market value of all (i) the assets of the corporation or
(ii) the outstanding capital stock of the corporation, involving the interested stockholder;

e subject to certain exceptions, any transaction that results in the issuance or transfer by the corporation or by any
direct or indirect majority-owned subsidiary of the corporation of any stock of the corporation or of any subsidiary to
the interested stockholder;

e any transaction involving the corporation or any direct or indirect majority-owned subsidiary of the corporation
that has the effect, directly or indirectly, of increasing the proportionate share of the stock of any class or series of the
corporation or of any subsidiary beneficially owned by the interested stockholder; or

e the receipt by the interested stockholder of the benefit of any loans, advances, guarantees, pledges or other
financial benefits provided by or through the corporation or any direct or indirect majority-owned subsidiary.

Section 203 defines an interested stockholder, subject to certain exceptions, as any person beneficially owning 15% or more of the outstanding
voting stock of the corporation, or any person that is an affiliate or
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associate of the corporation and who beneficially owned 15% or more of the outstanding voting stock of the corporation at any time within the
three year period immediately prior to the date of determining whether such person is an interested stockholder, and any affiliate or associate of
that person.

Other Matters
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Our common stock has traded on the New York Stock Exchange under the symbol TGI since October 25, 1996.

The transfer agent and registrar for our common stock is National City Bank.
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CERTAIN U.S. FEDERAL INCOME TAX CONSEQUENCES
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The following is a discussion of the material U.S. federal income tax consequences of the acquisition, ownership and disposition of the Notes
and our common stock into which the Notes may be converted. This discussion is based on current provisions of the Internal Revenue Code of
1986, as amended (the Code ), Treasury regulations promulgated thereunder, which we refer to as the Treasury Regulations, and administrative
and judicial interpretations thereof, all as in effect or proposed on the date hereof and all of which are subject to change, possibly with

retroactive effect, or different interpretations. This discussion only applies to holders who hold the Notes or our common stock as capital assets.

This summary also does not address the effect of the U.S. federal estate or gift tax laws or the tax considerations arising under the laws of any
foreign, state or local jurisdiction. In addition, this discussion does not describe all of the U.S. federal tax consequences that may be relevant to
a holder in light of its particular circumstances or to holders subject to special rules, such as:

e regulated investment companies;

e banks and certain other financial institutions;
e insurance companies;

e tax-exempt organizations;

e dealers or certain traders in securities;

e holders holding Notes or our common stock as part of a hedge, straddle, conversion transaction, or other
integrated transaction;

e U.S. Holders (as defined below) whose functional currency is not the U.S. dollar;

e traders in securities that elect to use the mark-to-market method of accounting for their securities holdings;

e S corporations and partnerships or other entities classified as partnerships for U.S. federal income tax purposes;
e holders subject to the alternative minimum tax;

e holders subject to estate or gift taxes;

e certain former citizens and residents of the United States; and

e Non-U.S. Holders (as defined below) that own, or are deemed to own, more than 5% of our common stock or that
beneficially own more than 5% of the fair market value of the Notes.

No statutory or judicial authority directly addresses all aspects of the treatment of the Notes or instruments similar to the Notes for U.S. federal
income tax purposes. The IRS has issued a revenue ruling with respect to instruments similar to the Notes.
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This ruling supports certain aspects of the treatment described herein. We have not obtained, nor do we intend to obtain, a ruling from the IRS
with respect to the tax consequences described in this summary, and there can be no assurance that the IRS will not take contrary positions.
Persons considering the purchase of Notes are urged to consult their tax advisors with regard to the application of the U.S. federal tax laws to
their particular situations as well as any tax consequences arising under the laws of any state, local or foreign taxing jurisdiction.

Classification of the Notes
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Under the indenture governing the Notes, we and every holder agree (in the absence of an administrative pronouncement or judicial ruling to the

contrary), for U.S. federal income tax purposes, to treat the Notes as indebtedness that is subject to the special Treasury regulations governing

contingent payment debt instruments, or the contingent debt regulations, as described below, and to be bound by our application of the

contingent debt regulations to the Notes, including our determination of the rate at which interest will be deemed to accrue on the Notes, the

related projected payment schedule determined by us as described below, and our treatment of the fair market value of any of our common stock

(and any cash) received upon conversion of a Note as a contingent payment. No assurances can be provided that such characterization as debt or
projected payment schedule will be respected by the IRS or a court.

Certain aspects of the application of the contingent debt regulations are uncertain and holders should be aware that a different treatment from
that described below could affect the amount, timing, source and character of income, gain or loss with respect to an investment in the Notes.
For example, pursuant to a different treatment, a holder may be required to accrue interest income at a higher or lower rate, may not recognize
income, gain or loss upon conversion of a Note into common stock, and may recognize capital gain or loss upon a taxable disposition of a Note.

The remainder of this discussion assumes the treatment set forth above.

Tax Consequences to U.S. Holders
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As used herein, the term  U.S. Holder means a beneficial owner of a Note that is, for U.S. federal income tax purposes:
e acitizen or resident of the United States;

e acorporation, or other entity taxable as a corporation for U.S. federal income tax purposes, created or organized
in or under the laws of the United States or of any political subdivision thereof;

e an estate the income of which is subject to U.S. federal income taxation regardless of its source; and

e atrust, if (i) a U.S. court can exercise primary jurisdiction over the trust s administration and one or more U.S.
persons are authorized to control all substantial decisions of the trust, or (ii) the trust has a valid election in effect
under application Treasury Regulations to be treated as a U.S. person.

If an entity treated as an S corporation or a partnership for U.S. federal income tax purposes holds Notes, the tax treatment of a partner depends
upon the status of the partner and the activities of the partnership.

Interest Accruals on the Notes
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Pursuant to the contingent debt regulations, U.S. Holders of the Notes will be required to accrue interest income on the Notes on a constant-yield

basis, based on a comparable yield as described below, regardless of whether such U.S. Holders use the cash or accrual method of accounting for
U.S. federal income tax purposes. As a result, U.S. Holders generally will be required to include interest in income each
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year in excess of any stated interest payments actually received in that year (and may be required to continue to do so even if the Notes are in
default).

The contingent debt regulations provide that a U.S. Holder must accrue an amount of ordinary interest income, as original issue discount for
U.S. federal income tax purposes, for each accrual period prior to and including the maturity date of the Notes that equals:

e the product of (a) the adjusted issue price (as defined below) of the Notes as of the beginning of the accrual period
and (b) the comparable yield (as defined below) of the Notes, adjusted for the length of the accrual period;

e divided by the number of days in the accrual period; and

e multiplied by the number of days during the accrual period that the U.S. Holder held the Notes.

The issue price of a Note is the first price at which a substantial amount of the Notes are sold for money to the public, excluding sales to bond
houses, brokers or similar persons or organizations acting in the capacity of underwriters, placement agents or wholesalers. The adjusted issue
price of a Note is its issue price increased by any interest income previously accrued, determined without regard to any adjustments to interest
accruals described below, and decreased by the projected amount of any payments (in accordance with the projected payment schedule described
below) previously made with respect to the Notes.

The term comparable yield as used in the contingent debt regulations means the annual yield we would pay, as of the issue date, on a fixed-rate,
nonconvertible debt instrument with no contingent payments, but with terms and conditions otherwise comparable to those of the Notes. We

have determined that the comparable yield for the Notes is 8.375%, compounded semi-annually. The precise manner of calculating the
comparable yield is not entirely clear. If our determination of the comparable yield were successfully challenged by the IRS, the redetermined
yield could be materially greater or less than the comparable yield determined by us.

The contingent debt regulations require that we provide to U.S. Holders, solely for U.S. federal income tax purposes, a schedule of the projected
amounts of payments (which we refer to as the projected payment schedule) on the Notes. This schedule must produce a yield to maturity that
equals the comparable yield. The projected payment schedule includes estimates for contingent interest payments and an estimate for a payment
at maturity taking into account the conversion feature. In this regard, the fair market value of any common stock (and the amount of any cash)
received by a U.S. Holder upon conversion will be treated as a contingent payment. U.S. Holders may obtain the projected payment schedule by
submitting a written request for such information to us at:

General Counsel
Triumph Group, Inc.

1550 Liberty Ridge Drive, Suite 100
Wayne, Pennsylvania 19087
(610) 251-1000
Attention: Corporate Secretary

By purchasing the Notes, a U.S. Holder agrees in the indenture to be bound by our determination of the comparable yield and projected payment
schedule and agrees to use the comparable yield and projected payment schedule in determining its interest accruals and the adjustments thereto
in respect of the Notes for U.S. federal income tax purposes.

The comparable yield and the projected payment schedule are not used for any purpose other than to determine a U.S. Holder s interest accruals
and adjustments to interest accruals with respect of the Notes for U.S. federal income tax purposes. The comparable yield and projected payment
schedule do not
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constitute a projection or representation by us regarding the actual amounts that will be paid on the Notes, or the value at any time of the
common stock into which the Notes may be converted.

Adjustments to Interest Accruals on the Notes
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If, during any taxable year, a U.S. Holder of Notes receives actual payments (including payments of additional amounts as described below)
with respect to the Notes that, in the aggregate, exceed the total amount of projected payments for that taxable year, the U.S. Holder will incur a

net positive adjustment under the contingent debt regulations equal to the amount of such excess. The U.S. Holder will treat a net positive
adjustment as additional interest income in that taxable year. For these purposes, the payments in a taxable year include the fair market value of
property received in that year (including any common stock and cash received upon conversion).

If a U.S. Holder receives in a taxable year actual payments with respect to the Notes that, in the aggregate, are less than the amount of projected
payments for that taxable year, the U.S. Holder will incur a net negative adjustment under the contingent debt regulations equal to the amount of
such deficit. This net negative adjustment will (a) reduce the U.S. Holder s interest income on the Notes for that taxable year, and (b) to the

extent of any excess after the application of (a), give rise to an ordinary loss to the extent of the U.S. Holder s total interest income on the Notes
during prior taxable years, reduced to the extent such interest was offset by prior net negative adjustments. Any net negative adjustment in

excess of the amounts described in (a) and (b) will be carried forward as a negative adjustment to offset future interest income with respect to the
Notes or to reduce the amount realized on a sale, exchange, conversion, redemption or repurchase of the Notes. A net negative adjustment is not
subject to the 2% floor limitation on miscellaneous itemized deductions.

Additional Amounts and Make-Whole Payment
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We may be required to pay additional amounts if a registration default occurs. See Description of the Notes Registration Rights. Additionally, we
may be required to deliver additional shares of our common stock as a make-whole amount upon the occurrence of certain corporate

transactions. See Description of the Notes Conversion Procedures Make-Whole Amount and Adjustments for Conversion After a Public Acquirer
Change of Control.

If we become obligated to pay additional amounts, such payments would be treated as described under ~ Adjustments to Interest Accruals on the
Notes above. In the event that additional shares of our common stock are paid as a make-whole amount, such payment should be included in the
amount realized by the holder on conversion of the Notes.

Sale, Exchange, Conversion, Redemption or Repurchase of Notes
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Generally the sale, exchange, conversion, redemption or repurchase of a Note will result in taxable gain or loss to a U.S. Holder. As described
above, our calculation of the comparable yield and the projected payment schedule for the Notes includes the receipt of stock upon conversion as
a contingent payment with respect to the Notes. Accordingly, we intend to treat the receipt of our common stock upon conversion of a Note as a
contingent payment.

The amount of gain or loss on a sale, exchange, conversion, redemption or repurchase of a Note will be equal to the difference between:

e the amount of cash plus the fair market value of any other property received by the U.S. Holder, including the fair
market value of any common stock received; and

e the U.S. Holder s adjusted tax basis in the Note.
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A U.S. Holder s adjusted tax basis in a Note generally will be equal to the U.S. Holder s original purchase price for the Note, increased by any
interest income previously accrued by the U.S. Holder (determined without regard to any adjustments to interest accruals for net positive and
negative adjustments as described above) and decreased by the amount of any projected payments that previously have been scheduled to be
made in respect of the Notes pursuant to the projected payment schedule (without regard to the actual amount paid).

As previously discussed under ~ Adjustments to Interest Accruals on the Notes, to the extent that a U.S. Holder has any net negative adjustment
carried forward, the U.S. Holder may use such net negative adjustment from a previous year to reduce the amount realized on the sale, exchange,
conversion, redemption or repurchase of the Notes.

Gain recognized by a U.S. Holder upon a sale, exchange, conversion, redemption or repurchase of a Note generally will be treated as ordinary
interest income. Any loss will be ordinary loss, to the extent of the excess of previous interest inclusions over the total net negative adjustments
previously taken into account as ordinary losses in respect of the Note, and, thereafter, capital loss (which will be long-term if the Note has been
held for more than one year). The deducibility of capital losses is subject to limitations. A U.S. Holder who sells Notes at a loss that meets
certain thresholds may be required to file a disclosure statement with the IRS.

A U.S. Holder s tax basis in common stock received upon conversion of a Note will equal the then current fair market value of such common
stock. The U.S. Holder s holding period for the common stock received will commence on the day immediately following the date of conversion.

Constructive Dividends
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If at any time we make a distribution of cash or property to our stockholders that would be taxable to the stockholders as a dividend for U.S.
federal income tax purposes and, in accordance with the anti-dilution provisions of the Notes, the conversion rate of the Notes is increased, such
increase may be deemed to be the payment of a taxable dividend to a U.S. Holder of a Note to the extent of our current and accumulated
earnings and profits (as determined under U.S. federal income tax principles), notwithstanding the fact that the U.S. Holder does not receive a
cash payment.

An increase in the conversion rate at our discretion or in certain other circumstances may be deemed to be the payment of a taxable dividend to
U.S. Holders, but, generally, a reasonable increase in the conversion rate in the event of stock dividends or distributions of rights to subscribe for
our common stock will not. In certain circumstances, the failure to make an adjustment of the conversion rate under the indenture may result in a
taxable constructive distribution to U.S. Holders of our common stock.

Any constructive distribution will be taxable as a dividend, return of capital or capital gain in accordance with the tax rules generally applicable
to corporate distributions. It is unclear whether a constructive dividend would be eligible for the reduced rates of U.S. federal income tax
applicable to certain dividends received by non-corporate U.S. Holders. Similarly, it is also unclear whether a corporate U.S. Holder would be
entitled to claim the dividends-received deduction with respect to a constructive dividend. U.S. Holders should carefully review the conversion
rate adjustment provisions and consult their own tax advisors with respect to the tax consequences of these adjustments.

Common Stock
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Distributions, if any, paid on our common stock, other than pro rata distributions of our common stock, will be taxable as ordinary income to the

extent of our current and accumulated earnings and profits (as determined under U.S. federal income tax principles) as they are received or
accrued, depending on the U.S. Holder s method of accounting, subject to a possible dividends-received deduction in the case of
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corporate holders and a maximum 15% tax rate for non-corporate U.S. Holders through 2010 if applicable holding period requirements are met.
Distributions in excess of our current and accumulated earnings and profits will first be applied against and reduce a U.S. Holder s basis in the
common stock and, thereafter, any excess will be treated as capital gain.

Gain or loss realized on the sale or exchange of our common stock will equal the difference between the amount realized on the sale or exchange
and the U.S. Holder s adjusted tax basis in the common stock. This gain or loss will generally be long-term capital gain or loss if the U.S. Holder
has held or is deemed to have held the common stock for more than a year. The deductibility of capital losses is subject to certain limitations. A
U.S. Holder that sells common stock at a loss that meets certain thresholds may be required to file a disclosure statement with the IRS.

Tax Consequences to Non-U.S. Holders

105



Edgar Filing: KB HOME - Form 10-K

As used herein, the term  Non-U.S. Holder means a beneficial owner of a Note that is, for U.S. federal income tax purposes:
e anonresident alien for U.S. federal income tax purposes;
e aforeign corporation; or

e aforeign estate or trust.

Non-U.S. Holder does not include a holder who is an individual present in the United States for 183 days or more in the taxable year of
disposition of the Notes or common stock and who is not otherwise a resident of the United States for U.S. federal income tax purposes. A
Non-U.S. Holder is urged to consult his or her own tax advisor regarding the U.S. federal income tax consequences of the sale, exchange or
other disposition of the Notes or common stock.

Payments on the Notes and Gain on Disposition of Notes
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Subject to the discussion below concerning backup withholding, payments of principal and interest (including original issue discount) on the
Notes to a Non-U.S. Holder and any gain realized on a sale, exchange, conversion, or other disposition of Notes by a Non-U.S. Holder will not
be subject to U.S. federal withholding tax or income tax, provided that:

e the Non-U.S. Holder does not own, actually or constructively, 10% or more of the total combined voting power of
all classes of our stock entitled to vote and is not a controlled foreign corporation related, directly or indirectly, to us
through stock ownership;

e certain certification requirements have been fulfilled with respect to such Non-U.S. Holder. These certification
requirements generally will be fulfilled if the beneficial owner of a Note certifies on IRS Form W-8BEN, under
penalties of perjury, that it is not a U.S. person;

e such payments and gain are not effectively connected with the conduct by such Non-U.S. Holder of a trade or
business in the United States (or, where an applicable income tax treaty applies, are not attributable to a U.S.
permanent establishment);

e the common stock (and perhaps the Notes) are actively traded within the meaning of section 871(h)(4)(C)(v)(1) of
the Code (which, for these purposes and subject to certain exceptions, includes trading on the NYSE).

Notwithstanding the preceding sentence, a portion of the payment in our common stock pursuant to a conversion may be subject to U.S. federal
withholding tax at a 30% rate (or lower treaty rate) if that portion is attributable to increases in the conversion rate on account of an increase in
the dividend rate on the common stock. Such portion may represent payment of contingent interest of the type (i.e., amount
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determined by reference to dividends) that is not eligible for the portfolio interest exemption which would otherwise apply to interest on the
Notes. We intend to withhold with respect to any such portion of the common stock or cash. You should consult your independent tax advisors
regarding the possibility of obtaining a refund of the withheld amounts.

If a Non-U.S. Holder of a Note is engaged in a trade or business in the United States, and if interest (including original issue discount) or gain on
the Note is effectively connected with the conduct of this trade or business (or, where an applicable income tax treaty applies, is attributable to a
U.S. permanent establishment), the Non-U.S. Holder will be exempt from the withholding tax discussed in the preceding paragraph, provided

that the Non-U.S. Holder provides a properly executed IRS Form W-8ECI to us or our paying agent. Such Non-U.S. Holders will generally be
taxed in the same manner as a U.S. Holder (see = Tax Consequences to U.S. Holders above), subject to an applicable income tax treaty providing
otherwise. These holders should consult their own tax advisors with respect to other U.S. tax consequences of the ownership and disposition of
Notes including, in the case of a Non-U.S. Holder that is a corporation, the possible imposition of a 30% branch profits tax or a reduced rate
specified by an applicable income tax treaty.

Sale, Exchange or Other Disposition of Common Stock
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Subject to the discussion below concerning backup withholding, a Non-U.S. Holder generally will not be subject to U.S. federal income tax on
gain realized on a sale or other disposition of common stock, unless:

e the gain is effectively connected with a trade or business of the Non-U.S. Holder in the United States (or, where
an applicable income tax treaty applies, is attributable to a U.S. permanent establishment); or

e we are or have been a U.S. real property holding corporation, as defined in the Code, at any time within the
five-year period preceding the disposition or the Non-U.S. Holder s holding period, whichever period is shorter, and
our common stock has ceased to be traded on an established securities market prior to the beginning of the calendar
year in which the sale or disposition occurs. We do not believe that we are currently a U.S. real property holding
corporation or that we will become one in the future.

Dividends and Constructive Dividends
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Any dividends (including any constructive dividends on the Notes described above under =~ Tax Consequences to U.S. Holders Constructive
Dividends ) paid to a Non-U.S. Holder of common stock generally will be subject to withholding tax at a 30% rate or a lower treaty rate. In order
to obtain a reduced rate of withholding, a Non-U.S. Holder will be required to provide an IRS Form W-8BEN to us or our paying agent

certifying its entitlement to benefits under a treaty. In the case of any constructive dividend, it is possible that the U.S. federal income tax on this
constructive dividend would be withheld from other amounts held or paid through the applicable withholding agent, such as interest paid on a
Note, shares of common stock a Non-U.S. Holder would be entitled to receive upon conversion of a Note, or sales proceeds from the sale of a
Note or common stock subsequently paid or credited to a Non-U.S. Holder.

If a Non-U.S. Holder of common stock is engaged in a trade or business in the United States (or, where an applicable income tax treaty applies,

has a permanent establishment), and if dividends on the stock are effectively connected with the conduct of this trade or business, the Non-U.S.

Holder will be exempt from the withholding tax discussed in the preceding paragraph, provided that the Non-U.S. Holder provides a properly

executed IRS Form W-8ECI to us or our paying agent. Such Non-U.S. Holders will generally be taxed in the same manner as U.S. Holders (see
Tax Consequences to U.S. Holders
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above), subject to an applicable income tax treaty providing otherwise. A Non-U.S. Holder that is a corporation and receives effectively
connected dividends may also be subject to an additional branch profits tax imposed at a rate of 30% (or a lower treaty rate).

Backup Withholding and Information Reporting

111



Edgar Filing: KB HOME - Form 10-K

Payments on the Notes and on our common stock and the proceeds from a sale or other disposition of the Notes or our common stock will
generally be subject to information reporting to the IRS.

A U.S. Holder will be subject to backup withholding on these payments unless the U.S. Holder provides us or our paying agent with a correct
taxpayer identification number and complies with certain certification procedures or otherwise establishes an exemption from backup
withholding.

Unless a Non-U.S. Holder complies with certification procedures to establish that it is not a U.S. person and we do not have actual knowledge or
reason to know that such Non-U.S. Holder is a U.S. person, information returns may be filed with the IRS in connection with the proceeds from

a sale or other disposition of the Notes or our common stock, and Non-U.S. Holders may be subject to U.S. backup withholding on payments on
the Notes and on our common stock or on the proceeds from a sale or other disposition of the Notes or our common stock. To avoid backup
withholding, a Non-U.S. Holder must certify its foreign status, as described above under =~ Tax Consequences to Non-U.S. Holders Payments on
the Notes and Gain on Disposition of Notes.

The amount of any backup withholding from a payment to a holder will be allowed as a credit against the holder s U.S. federal income tax
liability and may entitle the holder to a refund, provided that the required information is furnished to the IRS.
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SELLING SECURITYHOLDERS

We originally issued the Notes in a transaction exempt from the registration requirements of the Securities Act to the initial purchaser. The

initial purchaser reasonably believed that the persons to whom it resold the Notes were qualified institutional buyers as defined in Rule 144A
under the Securities Act. As used in this prospectus, the term selling securityholders includes their transferees, pledgees, donees and their
successors. The selling securityholders may from time to time offer and sell pursuant to this prospectus any or all of the Notes and the shares of
common stock initially issued or issuable under the notes indenture, if issued.

The following table sets forth information as of December 8, 2006 regarding (1) the beneficial ownership of the notes and the maximum
principal amount of the notes that each selling securityholder may offer and (2) the number of shares of common stock that each selling
securityholder may sell under this prospectus. Because the selling securityholders may offer all or a portion of the Notes and the common stock,
if issued, under this prospectus, we cannot estimate the amount of Notes or the common stock that the selling securityholders will hold upon

termination of any sale. The following table is based upon information furnished to us by the selling securityholders, unless otherwise indicated.

Name of

Selling Securityholder

Argent Classic Convertible Arbitrage Fund II, L.P.

Argent Classic Convertible Arbitrage Fund L.P.

Argent Classic Convertible Arbitrage Fund Ltd.

Argent LowLev Convertible Arbitrage Fund II, L.P.
Argent Lowlev Convertible Arbitrage Fund Ltd.

Argent LowLev Convertible Arbitrage Fund, LLC

Argent Multi-Strategy Fund Ltd-Classic

Arkansas PERS

AstraZeneca Holdings Pension

Attorney s Title Insurance Fund

Boilermakers Blacksmith Pension Trust

Calamos Market Neutral Income Fund - Calamos Investment
Trust

CASAM Argent Classic Convertible arbitrage Fund Limited
Citadel Equity Fund Ltd.

Class C Trading Company, Ltd.

CNH CA Master Account, L.P.

CQS Convertible and Quantitative Stratgegies Master Fund
Limited

DBAG London

Delta Airlines Master Trust

FPL Group Employees Pension Plan

HFR CA Global Select Master Trust Account

ICI American Holdings Trust

Inflective Convertible Opportunity Fund I, Limited
Inflective Convertible Opportunity Fund, LP

Institutional Benchmark Series (Master Feeder) Limited in
Respect of Electra Series c/o Quattro Fund

Institutional Benchmarks Series - Ivan Segregated Account
Lyxor Master Fund Ref: Argent/LowLev CB c/o Argent
Lyxor Quest Fund, Ltd.

Lyxor/Inflective Convertible Opportunity Fund Limited
Mackay Shields LLC

Nuveen Preferred & Convertible Fund JQC

Nuveen Preferred & Convertible Income Fund JPC
Partners Group Alternative Strategies PCC Limited, Red
Delta Cell c/o Quattro Fund

Partners Group Alternative Strategies PCC LTD

Principal
Amounts

of Notes
Beneficially
Owned and
Offered

120,000
530,000
3,990,000
10,000
430,000
20,000
60,000
960,000
125,000
125,000
1,320,000

&L PP L L L L LS

10,000,000
100,000
12,500,000
160,000
2,000,000

&L L LB L

3,500,000
460,000
270,000
410,000
80,000
205,000
2,400,000
1,300,000

&L L L L L L LB

280,000
850,000
120,000
3,500,000
1,400,000
4,000,000
4,445,000
3,145,000

&L P L L L L L
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*

*
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Number of
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Common Stock
Issued Upon
Conversion
of the Notes
that May be
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2,204
9,734
73,278

184

7,897

367

1,102
17,631
2,296

2,296
24,242

183,655
1,837
229,569
2,938
36,731

64,279
8,448
4,959
7,530
1,469
3,765
44,077
23,875

5,142

15,611
2,204

64,279
25,712
73,462
81,635
57,759
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Prudential Insurance Co. of America $ 55,000 £ 1,010 &

Putnam Convertible Income - Growth Trust $ 5,000,000 2.48 % 91,828 *

Quattro Fund Ltd. $ 2,625,000 1.30 % 48,209 &

Quattro Multistrategy Masterfund LP $ 245,000 * 4,500 *

Quest Global Convertible Master Fund, Ltd. $ 100,000 i 1,837 &

Satellite Convertible Arbitrage Master Fund LLC $ 7,000,000 3.48 % 128,559 *

State of Oregon Equity $ 2,735,000 1.36 % 50,230 &

Vicis Capital Master Fund $ 6,000,000 2.98 % 110,193 *

Xavex Convertible Arbitrage 10 Fund $ 210,000 £ 3,857 .

Xavex Convertible Arbitrage 2 Fund $ 10,000 * 184 *

All other holders of Notes or future transferee from any such

holders(3)(4) $ 117,945,000 58.61 % 2,166,119 11.71 %
Total $ 201,250,000 100.00 % 3,696,057 18.45 %

* Less than 1%.

(1) Assumes conversion of all of the holder s notes at a conversion rate of approximately 18.3655 shares of our common stock for each $1,000
principal amount of notes. However, this conversion rate will be subject to adjustment as described under Description of Notes Conversion by
Holders. As aresult, the amount of common stock issuable upon conversion of notes may increase or decrease in the future.

(2) Calculated based on 16,333,403 shares of our common stock outstanding as of December 1, 2006. In calculating this amount for each
holder, we treated as outstanding the number of shares of our common stock issuable upon conversion of all that holder s notes, but we did not
assume conversion of any other holder s notes.

(3) Information about other holders of Notes or future tranferees will be set forth in prospectus supplements or post-effective amendments
from time to time, if and when required.

(4) Assumes that other holders of Notes do no beneficially own any of our common stock other than the shares issuable upon conversion of the
Notes.

To the extent that any of the selling securityholders identified above are broker-dealers, they are deemed to be, under interpretations of the SEC,
underwriters within the meaning of the Securities Act.

With respect to selling securityholders that are affiliates of broker-dealers, we believe that such entities acquired their notes and underlying
common stock in the ordinary course of business and, at the time of the purchase of the notes and the underlying common stock, such selling
securityholders had no agreements or undertakings, directly or indirectly, with any person to distribute the notes or underlying common stock.
To the extent that we become aware that such entities did not acquire their notes or underlying common stock in the ordinary course of business
or did have such an agreement or understanding, we will file a post-effective amendment to the registration statement of which this prospectus is
a part to designate such affiliate as an underwriter within the meaning of the Securities Act.
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We will not receive any of the proceeds of the sale of the Notes and the underlying common stock offered by this prospectus. The Notes and the
underlying common stock may be sold from time to time by selling securityholders to purchasers:

. directly; or
. through underwriters, broker-dealers or agents who may receive compensation in the form of discounts, concessions or
commissions.

The selling securityholders and any underwriters, broker-dealers or agents who participate in the distribution of the Notes and the underlying
common stock may be deemed to be underwriters within the meaning of the Securities Act. As a result, any profits on the sale of the underlying
common stock by selling securityholders and any discounts, commissions or concessions received by any such broker-dealers or agents may be
deemed to be underwriting discounts and commissions under the Securities Act. If the selling securityholders were deemed to be underwriters,

the selling securityholders may be subject to statutory liabilities including, but not limited to, those of Sections 11, 12 and 17 of the Securities

Act and Rule 10b-5 under the Exchange Act.

If the Notes and the underlying common stock are sold through underwriters, broker-dealers, or agents, the selling securityholders will be
responsible for underwriting discounts or commissions or agent s commissions.

The Notes and the underlying common stock may be sold in one or more transactions at:

. fixed prices;

. prevailing market prices at the time of sale;

. varying prices determined at the time of sale; or
. negotiated prices.
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These sales may be effected in transactions:

. on any national securities exchange or quotation service on which the Notes and underlying common stock may be
listed or quoted at the time of the sale, including The Nasdaq National Market in the case of the common stock;

U in the over-the-counter market; or

. in transactions otherwise than on such exchanges or services or in the over-the-counter market.

These transactions may include block transactions or crosses. Crosses are transactions in which the same broker acts as an agent on both sides
of the transaction.

In connection with the sales of the Notes and the underlying common stock or otherwise, the selling securityholders may enter into hedging
transactions with broker-dealers or other financial institutions. The broker-dealers may in turn engage in short sales of the Notes and the
underlying common stock in the course of hedging their positions. The selling securityholders may also sell the Notes and the underlying
common stock short and deliver Notes and the underlying common stock to close out short positions, or loan or pledge Notes and the underlying
common stock to broker-dealers that, in turn, may sell the Notes and the underlying common stock. Such sales may include purchases by a
broker-dealer as principal and resale by the broker-dealer of its account, and broker-dealers may agree with the undersigned to sell a specified
number of shares at a stipulated price per share.

To our knowledge, there are currently no plans, arrangements or understandings between any selling securityholders and any underwriter,
broker-dealer or agent regarding the sale of the Notes and the underlying common stock by the selling securityholders. Selling securityholders
may decide not to sell all or a portion of the Notes and the underlying common stock offered by them pursuant to this prospectus or may decide
not to sell Notes or the underlying common stock under this prospectus. In addition, any selling securityholder may transfer, devise or give the
Notes and the underlying common stock by other means not described in this prospectus. Any Notes or underlying common stock covered by
this prospectus that qualify for sale pursuant to Rule 144 or Rule 144 A under the Securities Act, or Regulation S under the Securities Act, may
be sold under Rule 144 or Rule 144A or Regulation S rather than pursuant to this prospectus.

The aggregate proceeds to the selling securityholders from the sale of the Notes or the underlying common stock offered pursuant to this
prospectus will be the purchase price of such securities less discounts and commissions, if any. Each of the selling securityholders reserves the
right to accept and, together with their agents from time to time, reject, in whole or part, any proposed purchase of Notes or common stock to be
made directly or through their agents. We will not receive any of the proceeds from this offering.

The selling securityholders and any other persons participating in the distribution of the Notes or underlying common stock will be subject to the
Exchange Act and the rules and regulations thereunder. The Exchange Act rules include, without limitation, Regulation M, which may limit the
timing of purchases and sales of any of the Notes and the underlying common stock by the selling securityholders and any such other person. In
addition, Regulation M of the Exchange Act may restrict the ability of any person engaged in the distribution of the
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Notes and the underlying common stock to engage in market-making activities with respect to the particular Notes and underlying common
stock being distributed for a period of up to five business days prior to the commencement of such distribution. This may affect the
marketability of the Notes and the underlying common stock and the ability to engage in market-making activities with respect to the Notes and
the underlying common stock.

If requested by any selling securityholder or its representative and required with respect to a particular offering of the Notes and the underlying
common stock, the names of the selling securityholders, the respective purchase prices and public offering prices, the names of any agent, dealer
or underwriter, and any applicable commissions or discounts related to the particular offer will be set forth in an accompanying prospectus
supplement or, if appropriate, a post-effective amendment to the registration statement of which this prospectus is a part.

We have agreed to pay substantially all of the expenses incidental to the registration, offering and sale of the Notes and the underlying common
stock to the public, other than underwriting discounts, commissions and fees and certain legal expenses, which will be paid by the selling
securityholders.
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WHERE YOU CAN FIND ADDITIONAL INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the SEC. Our SEC filings are available to the public
over the Internet at the SEC s website at www.sec.gov. You may also read and copy any document we file with the SEC at the SEC s Public
Reference Room at 100 F Street, N.E., Washington, DC 20549. Please call the SEC at 1-800-SEC-0330 for further information on the public
reference rooms. Our common stock is listed on the New York Stock Exchange under the symbol TGI and all reports, proxy statements and
other information filed by us with the NYSE may be inspected at the New York Stock Exchange s offices at 20 Broad Street, New York,

New York 10005. We maintain a website at www.triumphgroup.com. The information contained on our website is not incorporated by reference
in this prospectus and you should not consider it a part of this prospectus.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

This prospectus incorporates important business and financial information about us that is not included in or delivered with this prospectus. The
information incorporated by reference is considered to be part of this prospectus, except for any information superseded by information in this
prospectus. This prospectus incorporates by reference the documents set forth below that have previously been filed with the SEC (other than
information furnished pursuant to Items 2.02 and 7.01 of Form 8-K and any related exhibits):

¢ Our Annual Report on Form 10-K for the fiscal year ended March 31, 2006;
¢ Our Definitive Proxy Statement on Form 14A, filed with the SEC on June 22, 2006;
e Our Quarterly Reports Form 10-Q for the fiscal quarters ended June 30, 2006 and September 30, 2006;

¢ Our Current Reports on Form 8-K filed on July 18, 2006, August 1, 2006, September 12, 2006, September 13, 2006,
September 22, 2006, October 11, 2006, October 26, 2006 and December 6, 2006; and

e The description of our common stock contained in our Registration Statement on Form 8-A dated September 27,
1996.

We are also incorporating by reference additional documents that we file with the SEC pursuant to Sections 13(a), 13(c), 14 or 15(d) of the
Securities Exchange Act of 1934, as amended (the Exchange Act ), after the date of this prospectus through the completion of the offering of the
Notes offered pursuant to this prospectus. We are not, however, incorporating by reference any documents or portions thereof, whether
specifically listed above or filed in the future, that are not deemed filed with the SEC, including our compensation committee report and
performance graph (included in the Annual Report on Form 10-K) or any information furnished pursuant to Items 2.02 or 7.01 of Form 8-K or
certain exhibits furnished pursuant to Item 9.01 of Form 8-K. Information that we file with SEC will automatically update and may replace
information in this prospectus and information previously filed with the SEC.
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You may request a copy of any documents incorporated by reference in this prospectus and the form of indenture and Notes at no cost, by
writing or telephoning us at the following address and telephone number:

Triumph Group, Inc.

1550 Liberty Ridge Drive, Suite 100
Wayne, Pennsylvania 19087

(610) 251-1000

Attention: Corporate Secretary

Exhibits to the filings will not be sent, however, unless those exhibits have specifically been incorporated by reference in this prospectus.

LEGAL MATTERS
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The validity of the Notes will be passed upon for us by Ballard Spahr Andrews & Ingersoll, LLP, Philadelphia, Pennsylvania.

EXPERTS
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Ernst & Young LLP, independent registered public accounting firm, has audited our consolidated financial statements and schedule included in
our Annual Report on Form 10-K for the year ended March 31, 2006, and management s assessment of the effectiveness of our internal control
over financial reporting as of March 31, 2006, as set forth in their reports, which are incorporated by reference in this prospectus. Our
consolidated financial statements and schedule and management s assessment are incorporated by reference in reliance on Ernst & Young LLP s
reports, given on their authority as experts in accounting and auditing.
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$201,250,000
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2.625% Convertible Senior Subordinated Notes Due 2026
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Prospectus
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December 12, 2006
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INFORMATION NOT REQUIRED IN PROSPECTUS
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ITEM 14. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

The following table sets forth the various expenses payable by the registrant in connection with the distribution of the securities being
registered. All of the amounts shown are estimated (except the SEC registration fee).

SEC registration fee $21,534
Printing and engraving expenses $3,500
Legal fees and expenses $20,000
Accounting fees and expenses $25,000
Miscellaneous fees and expenses $4.,966
Total $75,000

The selling securityholders are not responsible for and will not pay any of the expenses listed above.

ITEM 15. INDEMNIFICATION OF DIRECTORS AND OFFICERS

The Company s certificate of incorporation provides that, as permitted by Delaware law, the Company s directors are not liable to the Company
or the Company s stockholders for monetary damages for breach of fiduciary duty, except for liability in connection with a breach of duty of
loyalty, for acts or omissions not in good faith or which involve intentional misconduct or a knowing violation of law, or dividend payments or
stock repurchases illegal under Delaware law or any transaction in which a director has derived an improper personal benefit. Further, under the
provisions of the Company s bylaws, as amended, each person who is or was a party to or is threatened to be made a party to any threatened,
pending or completed action, suit or proceeding, whether civil, criminal, administrative or investigative by reason of the fact that he or she is or
was a director, officer, employee or agent of the Company or is or was serving at the Company s request as a director, officer, employee or agent
of another company or other entity shall be indemnified by the Company against expenses (including attorneys fees), judgments, fines and
amounts paid in settlement actually and reasonably incurred by him or her in connection with such action, suit or proceeding if he or she acted in
good faith and in a manner he or she reasonably believed to be in, or not opposed to, the Company s best interests, and, with respect to any
criminal action or proceedings, had no reasonable cause to believe his or her conduct was unlawful. Notwithstanding the foregoing, no
indemnification shall be made in respect to any claim, issue or matter as to which such person shall have been adjudged to be liable to the
Company, unless and only to the extent that the Court of Chancery or the court in which such action was brought determines upon application
that, despite the adjudication of liability but in view of all the circumstances of the case, such person is fairly and reasonably entitled to
indemnity for the expenses which such court deems proper.

The termination of any action, suit or proceedings by judgment, order, settlement, conviction, or upon a plea of nolo contendre or its equivalent,
shall not, of itself, create a presumption that the person did not act in good faith and in a manner which he or she reasonably believed to be in, or
not opposed to, the Company s best interests and, with respect to any criminal action or proceeding, had reasonable cause to believe that his or
her conduct was unlawful.

In addition, to the extent that such a person is successful on the merits or otherwise in defense of any action, suit, or proceeding brought against
him or her by reason of the fact that he or she is the Company s director, officer, employee or agent, he or she shall be indemnified against
expenses, including attorneys fees actually and reasonably incurred in connection therewith.

The Company s bylaws, as amended, provide that expenses (including attorneys fees) incurred by a director, officer, employee or agent in
defending a civil or criminal action, suit or proceeding may be paid by the Company in advance of the final disposition of such action, suit or
proceeding upon receipt of an undertaking by or on behalf of the director, officer, employee or agent to repay such amount if it shall ultimately
be determined that he or she is not entitled to be indemnified by the Company.
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Any indemnification under the provisions summarized above (unless ordered by a court) shall be made by the Company only as authorized in
each specific case upon a determination that indemnification of such person is proper under the circumstances because he or she has met the
applicable standard of conduct set forth in the applicable provision. Such determination shall be made by any of (1) a majority vote of the
Company s directors who are not parties to the action, suit or proceeding (even though less than a quorum), (2) if there are no such directors, or if
such directors so direct, by independent legal counsel in a written opinion, or (3) by the stockholders.

The Company maintains director and officer insurance with respect to those claims described above in customary amounts.

The foregoing summaries are necessarily subject to the complete text of the relevant statute or document.
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ITEM 16. EXHIBITS

The following exhibits are filed herewith or incorporated by reference.

Exhibit

Number Description

4.1 Indenture, dated as of September 18, 2006, between Triumph Group, Inc. and The Bank of New York Trust Company, N.A.
relating to the 2.625% Convertible Senior Subordinated Notes Due 2026 (Incorporated by reference to Exhibit 4.1 of the
Company s Current Report on Form 8-K filed on September 22, 2006)

4.2 Form of 2.625% Convertible Senior Subordinated Note due 2026 (included as Exhibit A to Exhibit 4.1)

4.3 Registration Rights Agreement, dated as of September 18, 2006, between Triumph Group, Inc. and Banc of America Securities
LLC (Incorporated by reference to Exhibit 4.3 of the Company s Current Report on Form 8-K filed on September 22, 2006)

4.4 Specimen copy of Common Stock Certificate of the Company (Incorporated by reference to Exhibit 4 to the Company s
Registration Statement on Form S-1/A, as amended (File No. 333-10777))

5.1 Opinion of Ballard Spahr Andrews & Ingersoll, LLP

12.1 Computation of Ratio of Earnings to Fixed Charges

23.1 Consent of Independent Registered Public Accounting Firm

23.2 Consent of Ballard Spahr Andrews & Ingersoll, LLP (included in Exhibits 5.1)
-3
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Exhibit

Number Description

24.1 Powers of Attorney (included on the signature page to this registration statement)
25.1 Statement of Eligibility of The Bank of New York Trust Company, N.A. on Form T-1

ITEM 17. UNDERTAKINGS

The undersigned registrant hereby undertakes:

1 To file, during any period in which offers or sales are being made, a post-effective amendment to this registration statement:
@) To include any prospectus required by Section 10(a)(3) of the Securities Act of 1933, as amended (the Securities Act ).
(ii) To reflect in the prospectus any facts or events arising after the effective date of this registration statement (or the most recent

post-effective amendment hereof) which, individually or in the aggregate, represent a fundamental change in the information set forth in the
registration statement. Notwithstanding the foregoing, any increase or decrease in the volume of securities offered (if the total dollar value of
securities offered would not exceed that which was registered) and any deviation from the low or high end of the estimated maximum offering
range may be reflected in the form of prospectus filed with the SEC pursuant to Rule 424(b) if, in the aggregate, the changes in volume and price
represent no more than a 20% change in the maximum aggregate offering price set forth in the Calculation of Registration Fee table in the
effective registration statement.

(iii) To include any material information with respect to the plan of distribution not previously disclosed in this registration statement or
any material change to such information in the registration statement.

Provided, however, that Paragraphs (1)(i), (1)(ii) and (1)(iii) of this section do not apply if the registration statement is on Form S-3 or Form F-3
and the information required to be included in a post-effective amendment by those paragraphs is contained in reports filed with or furnished to
the Commission by the registrant pursuant to section 13 or section 15(d) of the Securities Exchange Act of 1934 that are incorporated by
reference in the registration statement, or is contained in a form of prospectus filed pursuant to Rule 424(b) that is part of the registration
statement.

2) That, for the purpose of determining any liability under the Securities Act, each such post-effective amendment shall be deemed to be a
new registration statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be the
initial bona fide offering thereof.
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3) To remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold at the
termination of the offering.

“4) Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers and controlling persons
of a registrant pursuant to the foregoing provisions, or otherwise, the registrant has been advised that in the opinion of the SEC such
indemnification is against public policy as expressed in the Securities Act and is, therefore, unenforceable. In the event a claim against such
liabilities (other than the payment by the registrant of expenses incurred or paid by a director, officer or controlling person of such registrant in
the successful defense of any action, suit or proceeding) is asserted by such director, officer or controlling person in connection with the
securities being registered herein, such registrant will, unless in the opinion of its counsel the matter has been settled by controlling precedent,
submit to a court of appropriate jurisdiction the question whether such indemnification by it is against public policy as expressed in the
Securities Act and will be governed by the final adjudication of such issue.

) That, for the purpose of determining liability under the Securities Act to any purchaser:
1) If the registrant is relying on Rule 430B:
(A) Each prospectus filed by the registrant pursuant to Rule 424(b)(3) shall be deemed to be part of the registration statement as of the date

the filed prospectus was deemed part of and included in the registration statement; and

(B) Each prospectus required to be filed pursuant to Rule 424(b)(2), (b)(5), or (b)(7) as part of a registration statement in reliance on Rule
430B relating to an offering made pursuant to Rule 415(a)(1)(i), (vii), or (x) for the purpose of providing the information required by section
10(a) of the Securities Act shall be deemed to be part of and included in the registration statement as of the earlier of the date such form of
prospectus is first used after effectiveness or the date of the first contract of sale of securities in the offering described in the prospectus. As
provided in Rule 430B, for liability purposes of the issuer and any person that is at that date an underwriter, such date shall be deemed to be a
new effective date of the registration statement relating to the securities in the registration statement to which that prospectus relates, and the
offering of such securities at that time shall be deemed to be the initial bona fide offering thereof. Provided, however, that no statement made in
a registration statement or prospectus that is part of the registration statement or made in a document incorporated or deemed incorporated by
reference into the registration statement or prospectus that is part of the registration statement will, as to a purchaser with a time of contract of
sale prior to such effective date, supersede or modify any statement that was made in the registration statement or prospectus that was part of the
registration statement or made in any such document immediately prior to such effective date; or
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©) If the registrant is subject to Rule 430C, each prospectus filed pursuant to Rule 424(b) as part of a registration statement relating to an
offering, other than registration statements relying on Rule 430B or other than prospectuses filed in reliance on Rule 430A, shall be deemed to
be part of and included in the registration statement as of the date it is first sued after effectiveness. Provided, however, that no statement made
in a registration statement or prospectus that is part of the registration statement or made in a document incorporated or deemed incorporated by
reference into the registration statement or prospectus that is part of the registration statement will, as to a purchaser with a time of contract of
sale prior to such first use, supersede or modify any statement that was made in the registration statement or prospectus that was part of the
registration statement or made in any such document immediately prior to such date of first use.

6) That, for purposes of determining any liability under the Securities Act, each filing of the registrant s annual report pursuant to Section
13(a) or Section 15(d) of the Exchange Act (and, where applicable, each filing of an employee benefit plan s annual report pursuant to Section
15(d) of the Exchange Act) that is incorporated by reference in this registration statement shall be deemed to be a new registration statement
relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be the initial bona fide offering
thereof.
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Pursuant to the requirements of the Securities Act of 1933, the registrant certifies that it has reasonable grounds to believe that it meets all the
requirements for filing on Form S-3 and has duly caused this registration statement to be signed on its behalf by the undersigned, thereunto duly
authorized, in the City of Wayne, Commonwealth of Pennsylvania, on the 12th day of December, 2006.

TRIUMPH GROUP, INC.

By: /s/ Richard C. Il
Richard C. 111
President and Chief Executive Officer
(Principal Executive Officer)

KNOW ALL MEN BY THESE PRESENTS, that each person whose signature appears below constitutes and appoints Richard C. Ill and John
B. Wright II, and each of them, with full power to act without the other, his true and lawful attorney-in-fact and agent, with full power of
substitution for him and his name, place and stead, in all capacities (until revoked in writing), to sign any and all amendments (including
post-effective amendments) to this registration statement pursuant to the Securities Act of 1933, and to file the same with all exhibits thereto,
and other documents in connection therewith, with the Securities and Exchange Commission, granting unto each attorney-in-fact and agent, full
power and authority to do and perform each and every act and thing requisite and necessary fully to all intents and purposes as he might or could
do in person, thereby ratifying and confirming all that each attorney-in-fact and agent, or their or his substitute or substitutes, may lawfully do or
cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed below by the following persons in the
capacities and on the dates indicated above:

Signature Title Date
/s/ Richard C. 111 President, Chief Executive Officer and December 12, 2006
Richard C. 111 Director (Principal Executive Officer)
/s/ John R. Bartholdson Senior Vice President, Chief Financial December 12, 2006
John R. Bartholdson Officer, Treasurer and Director

(Principal Financial Officer)

/s/ Kevin E. Kindig Vice President and Controller December 12, 2006
Kevin E. Kindig (Principal Accounting Officer)
/s/ William O. Albertini Director December 12, 2006

William O. Albertini

/s/ Richard C. Gozon Director December 12, 2006
Richard C. Gozon

/s/ Claude F. Kronk Director December 12, 2006
Claude F. Kronk

/s/ George Simpson Director December 12, 2006
George Simpson

/s/ Terry D. Stinson Director December 12, 2006
Terry D. Stinson
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EXHIBIT INDEX

The following exhibits are filed herewith or incorporated by reference:
Exhibit
Number Description
4.1 Indenture, dated as of September 18, 2006, between Triumph Group, Inc. and The Bank of New York Trust Company, N.A.
relating to the 2.625% Convertible Senior Subordinated Notes Due 2026 (Incorporated by reference to Exhibit 4.1 of the
Company s Current Report on Form 8-K filed on September 22, 2006)
4.2 Form of 2.625% Convertible Senior Subordinated Note due 2026 (included as Exhibit A to Exhibit 4.1)

43 Registration Rights Agreement, dated as of September 18, 2006, between Triumph Group, Inc. and Banc of America Securities
LLC (Incorporated by reference to Exhibit 4.3 of the Company s Current Report on Form 8-K filed on September 22, 2006)

4.4 Specimen copy of Common Stock Certificate of the Company (Incorporated by reference to Exhibit 4 to the Company s
Registration Statement on Form S-1/A, as amended (File No. 333-10777))

5.1 Opinion of Ballard Spahr Andrews & Ingersoll, LLP
12.1 Computation of Ratio of Earnings to Fixed Charges
23.1 Consent of Independent Registered Public Accounting Firm

23.2 Consent of Ballard Spahr Andrews & Ingersoll, LLP (included in Exhibits 5.1)

24.1 Powers of Attorney (included on the signature page to this registration statement)
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Exhibit
Number Description

25.1 Statement of Eligibility of The Bank of New York Trust Company, N.A. on Form T-1
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