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ITEM 1.01. Entry into a Material Definitive Agreement.

On February 23, 2006, the Compensation Committee of the Board of Directors (the “Board”) of Kyphon Inc.
(the “Company™) authorized the waiver of the requirement under the Company’s Key Contributor Incentive Plan for
2005 (the “KCIP”) that the aggregate bonus pool for the 2005 year be determined by multiplying a Company
performance factor by the aggregate of target bonuses for all eligible participants. Instead, the Compensation Committee
permitted individual bonuses under the KCIP to take into account exceptional individual performance, even if the sum of
the resulting bonuses under the KCIP caused the aggregate bonus pool to exceed the amount dictated by the Company
performance factor.

The KCIP bonus determinations are based on the recommendation of the Compensation Committee of the
Board, which is comprised solely of non-employee, independent directors, in accordance with the terms of the
Company’s Key Contributor Incentive Plan.

On February 27, 2006, based on the recommendation of the Compensation Committee, the Board approved the
waiver of any condition contained in Section 4(c) of the Employment Agreement dated September 3, 2002 between the
Company and Richard W. Mott, President and Chief Executive Officer of the Company, that Mr. Mott engage a third-
party relocation service as a condition for reimbursement of costs associated with the sale of Mr. Mott’s former primary
residence.



SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report
to be signed on its behalf by the undersigned hereunto duly authorized.
Dated: February 27, 2006

KYPHON INC.

By:_/s/ Richard W. Mott

Richard W. Mott
President and Chief Executive Officer



